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Recommendations

Recommendation 1

2.70 That a Royal Commission be held into the Home Insulation Program to
investigate the development and implementation of the Program, including:

gross and systematic failures in the development and implementation of
the Program;

planning and design of the Program, particularly the extent of
consideration given to it by relevant ministers and senior executives;

the safety and fire risks resulting from the installation of insulation under
the Program;

the adequacy of ministerial and senior executive oversight and
responsiveness to advice given or developments in implementation;

the loss of life and injuries to untrained workers contracted under the
Program;

given the haste, scale, unprecedented and other circumstances of the
implementation of this Program:

o« the adequacy of industry product standards and workplace
training;

o  the complete failure of workplace training;

the extent to which pressures to deliver the Program as an immediate

economic stimulus measure were expressed or implied, by whom and how
they impacted appropriate program development and delivery; and

the warnings received within or by the government in the months leading
up to and following the implementation of the Program.

Recommendation 2

4.43 The government must inspect every home which had insulation installed
under the Home Insulation Program for fire and safety risks.

Recommendation 3

445 The government's safety checks under the Home Insulation Safety
Program and the Foil Insulation Safety Program must ensure that any
shortcomings in relation to product quality or installation standards are
rectified.



Recommendation 4

446 The government should put in place a mechanism to check work
undertaken through the Foil Insulation Safety Program and the Home Insulation
Safety Program to ensure that all safety standards and requirements are adhered
to.

Recommendation 5

4.63 The government must pursue, finalise and publicly account for every case
of fraud under the Home Insulation Program.

Recommendation 6

5.23 The government should establish a dedicated and industry-independent
program to research insulation systems and help develop efficient and effective
insulation policy.

Recommendation 7

5.28 That Standards Australia consider amending its funding mechanism so as
to disallow contributions from any stakeholders with a potential commercial
interest in any Australian Standard.

Recommendation 8

5.30 That Standards Australia consider reconfiguring its technical committee
arrangements to prevent commercial interests from being seen to unduly
dominate decisions which should be based on scientific evidence.

Recommendation 9

5.32 Standards Australia consider responding publicly and in detail to the
scientific criticisms of AS/NZS 4859.1, and if necessary undertake an
independent review of the standard.



Recommendation 10
5.49 The Australian Building Codes Board should consider:

making public the submissions received during the consultation on the
recent changes to the energy efficiency requirements of the Building Code
of Australia;

responding publicly and in detail to the concerns raised in this inquiry,
and any related issues raised in submissions to the recent consultation,
about the treatment of insulation in the energy efficiency requirements of
the Building Code of Australia; and

explaining the basis upon which BCA has not adopted suggestions that
roof/ceiling R-value standards in the BCA (volume 2, table 3.12.1.1a)
should include, in warm climate zones, maximum up values for naturally
ventilated houses as well as minimum down values.

Recommendation 11

6.26 That the Government form a small advisory group, representative of all of
the different components of the insulation industry, to:

develop and consider policies or measures necessary to maintain a viable
insulation industry in Australia;

consider policies or measures to maximise the energy efficiency for
Australia's building stock in safe and measured ways;

proceed with the necessary research and changes to standards required
to provide clarity around the efficiency of different forms of insulation
for different climates; and

review industry standards and workplace practices to ensure high quality
standards across all jurisdictions and rebuild public confidence in the
sector.
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Committee comments

The following material draws together selected comments made by the committee
throughout the body of the main report.

Outcomes of the Home Insulation Program

2.68 The Home Insulation Program markedly failed to deliver the potential benefits
that the government promised would flow from the program and, as a result of design
and implementation failures, appears to have left the insulation industry worse off
than before the development of the HIP.

2.69 Concerns about the Home Insulation Program relate mostly to:

. whether the program was adequately designed and managed to mitigate risks
identified during the program development phase; and

. whether the responses to the hazards and improprieties that unfolded were
appropriate and effective.

Design and implementation timeframe

3.10 The haste in rolling out the full program by 1 July 2009 was a major cause of
problems that subsequently arose. The government had clear and unambiguous
warnings of this in Minter Ellison's suggestion that the interim (reimbursement)
program should be extended by three months, in order to allow more time to properly
address the identified program risks.

3.11 It is clear that the Office of the Co-ordinator General, operating within the
Department of the Prime Minister and Cabinet with direct and regular reporting to the
then Prime Minister, Minister Arbib and the relevant sub-committee of Cabinet
applied pressure to roll out the program quickly, in spite of the forecast risks.

3.12 By and large, federal bureaucrats do their professional best to implement the
will of the government of the day.

3.13 Due to a failure to comply with requests for the release of all briefings and
relevant information, coupled with understandable hesitancy of lower ranking public
servants to speak 'on the record’, the committee could not sufficiently test allegations
that junior to middle-ranking departmental officers issued early, repeated warnings to
senior departmental ranks. Nor could the committee satisfactorily test allegations such
as those aired on the Four Corners program that such warnings went unheeded by
senior departmental officers, swept aside by government-dictated exigencies of haste
to get taxpayer dollars out the door.
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3.14 In the absence of such 'testing’, and in any event, responsibility for any
bureaucratic shortcomings properly falls at the feet of respective Ministers and Prime
Ministers.

3.15 In the committee's view, then Prime Minister, the Hon Kevin Rudd, then
Deputy Prime Minister Gillard who was responsible for workplace training, and the
Minister Assisting the Prime Minister for Government Service Delivery, Senator
Arbib (who had oversight of fiscal stimulus spending), bear significant responsibility
for the consequences of the HIP, particularly due to their apparent role in placing
speed of delivery before the safety of implementation.

3.16 This is in addition to the responsibility borne by Minister Garrett, and the
responsibilities Minister Combet now has to neutralise the negative consequences of
the HIP. Regrettably in rejecting invitations to appear before the committee, these
Ministers failed to avail themselves of opportunities to provide evidence to the
contrary.

Adequacy of DEWHA's experience, administration and resources

3.27 The government’s move to commission an independent review of the HIP (the
Hawke Review) was too little, too late and should have been undertaken earlier so that
the findings could be used to improve the HIP. Such a comprehensive, independent
assessment of the program structure and the capacity to deliver it should have been
undertaken at the beginning and used to inform the development of such a large and
untested program.

3.36 It appears that the management structures needed within DEWHA to handle
such a large and complex program were not instituted until far too late. The committee
endorses Dr Hawke's comments which it reiterates:

The opportunity to step back from the day to day management of the
program, ask hard questions and test assumptions was not taken until late in
proceedings. Resources were tied up with crisis management. DEWHA is
not unique in this regard, but it is a lesson that is not easily learned by busy
departments under pressure to deliver large programs.

3.37 In relation to briefs from the DEWHA to Minister Garrett, which the
committee requested, the committee records its strong dissatisfaction that DEWHA
has not provided these without giving adequate reasons. On 9 June 2010, pursuant to a
Senate Procedural Order, the committee sought the referral of these and other related
matters to relevant ministers.

3.38 In the absence of evidence to the contrary, the committee can only conclude a
level of negligence on the part of ministers or senior officials that detailed information
on risks (including Minter Ellison's recommendation to defer the starting date) were
either never communicated to or never acted on by the highest levels of the
government.
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Adequacy of DEWHA's risk management

3.55 For a program of the HIP's nature, Minister Garrett should have requested the
conduct of a risk assessment, a copy of it once done, and an action plan identifying
how each risk was being addressed, when and by whom. The Risk Register should
have been provided to Minister Garrett earlier than February 2010 for his
consideration and government action. The extent to which important information was
allegedly not shown to the minister appears to be reflective of a ‘don't show—don't tell'
culture.

3.56 In the committee's view the government's risk management activities through
DEWHA fell breathtakingly short. It failed to anticipate or respond with sufficient
urgency to the extremely high risks created by the haste, scale, demand-driven and
national roll-out of an ambitious program involving an industry with standards and
rules, simply inadequate for a program for which the government's overriding goal
was to drive demand and rapidly rollout such a large program.

3.57 These risks were sufficiently flagged in Minter Ellison's April 2009 Risk
Register and had been raised with the government by various industry stakeholders as
early as February 2009.

3.58 The committee comments particularly on the electrical and fire risks which
have since become a critical concern. Industry associations had raised these risks as
early as February 2009. For example concerns were raised:

. by the National Electrical and Communications Association (NECA),
February 2009: 'There is a significant risk of electrical equipment overheating
especially in the event of downlights in ceilings being covered if insulation is
installed inappropriately’;

. at stakeholder meeting, 18 February 2009: '...in New Zealand...a similar
program had to be suspended because three people electrocuted themselves';
. by NECA to Minister Garrett, March 2009: 'Whilst not the only safety issue

by far the most dangerous is the risk of fire associated with installing thermal
insulation over or in close proximity to recess luminaires’;

. by Master Electricians Australia in May 2009: '...incorrectly installed
insulation created a very serious fire risk, especially in older homes'.

3.59 From the evidence presented to the committee it is clear that DEWHA and
government ministers received various written and oral warnings of the serious risks
posed by the program prior to its large-scale deployment in July 2009. It is also clear
that these warnings were either ignored or not taken sufficiently seriously at the
Cabinet or departmental level, in the rush to commence this flawed and ill-conceived
stimulus measure.
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Adequacy of training and installation standards

3.71 The committee acknowledges DEWHA's efforts to establish some training
standards in an industry which had not had them previously but finds these efforts to
be grossly inadequate given the scale of inexperienced start-up operations that were
anticipated under the HIP.

3.72  Shortcomings in the detail of formal training and competency requirements
were exacerbated by a systematic failure to adequately implement, enforce and
communicate to the industry and workforce.

3.73 In the committee's view DEWHA did not adequately respond to the high risk
created by the huge influx of inexperienced workers. As submissions commented:

Master Electricians Australia knew from its more than 70 vyears
representing the electrical contracting industry that if you combined
unskilled labour with electrical cabling then tragedy would not be far away.

The competency based training that was implemented should have been
satisfactory, however the inconsistent delivery of this training, and the large
amount of exemptions, meant that the training was not enough.

3.74 Arguably the key mistake was failing to ensure from the outset that all
personnel involved in installation (not only supervisors) were properly trained. It was
not adequate to allow a trained/qualified registered installer to oversee what could be
an unlimited number of untrained workers. In this situation it was unreasonable and
irresponsible to assume that written warnings about fire and electrical safety would
effectively reach the actual workers in the roof.

3.75 It was counter-intuitive to exempt from training requirements a number of
building trades which had little direct experience with insulation yet were now likely
to interface with it.

3.76  Stakeholders gave both DEWHA and the government strong warnings of these
risks from as early as February 2009. Similar warnings were expressed in a
stakeholder consultation meeting on 18 February 2009. Neither DEWHA nor the
government paid enough attention to these warnings. Making the standards more
stringent in the last few months of the program was too little, too late.

3.77 The fact that the authorities felt the need to amend the installers' pocket book
extensively after the first program-related fatality in October 2009, to upgrade the
warnings on electrical and fire risks, does not inspire confidence in the adequacy of
the earlier edition.

3.78 The committee expresses its deep concern and disappointment about
DEWHA's and the government's failure to adequately minimise risks or respond
effectively to the first tragic fatality in October 2009. It was not until February 2010
that the training requirement for all installers took effect. It appears that the option of
mandating safety switches as a condition of participation was never considered.
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Similarly, despite the best endeavours of the Fuller family, the simple step of
requiring the household's power to be switched off during installation was never
mandated. Steps along these lines may have helped avoid at least one of the
subsequent fatalities. The committee finds this both tragic and deplorable.

3.79 The committee is not expert in insulation or electricity. However, it considers it
incumbent upon the government to counter criticism that the government should have
mandated:

(@) turning off the power before entering the roof;

(b) the use of plastic staples with foil, as had been recommended in New
Zealand since 2007; and

(c) a condition of HIP insulation that a house had a safety switch (residual
current detector).

3.80 In the committee's view, by October 2009, DEWHA and the government had
received sufficient written and oral warnings of the serious risks posed by the program
that it should have been suspended immediately following the first fatality. However
disturbingly, these warnings were either ignored or not taken sufficiently seriously.
Again, the desired speed of spending appears to have superseded safety
considerations.

The maximum rebate and the Medicare billing model

3.89 Arguably many of the problems of the program resulted from the government's
role, in and quest for, driving demand, culminating in an overwhelming deluge in the
second half of 2009. In terms of market-place drivers, it seems to have been driven
more by marketing by installers, taking advantage of the fact that installations were
free for most dwellings, than by the initiative of householders.

3.90 As householders had no motivation (and almost certainly no expertise) to check
the quality of the work, it left the way open to program abuses by unscrupulous
newcomers to the industry who encouraged a large influx of inexperienced installers.
This in turn was a contributor to the deaths, safety risks and other poor program
outcomes described in more detail in chapter 4.

3.91 The committee considers it incumbent on government to explain why it did not
spread the program over a considerably longer time frame and promote 'buy in' by
householders by:

. reducing the level of the subsidy offered;

. requiring a co-payment, that is the householder pays some part of the price;
and/or

. requiring the householder to pay the price of installation upfront and then be

reimbursed a portion of the price.
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3.92 The committee finds that the excessive value of the initial $1600 rebate (above
the industry average at the time) was always going to promote profiteering and, with
it, bring about the low standards, short cuts and shonks that inevitably come from
those solely attracted by a 'quick buck’

3.93 The committee further finds that effectively making insulation ‘free' for a
period of time was never likely to provide lasting benefits to the industry as it was
structured to create a boom-bust cycle, without leaving consumers with any
understanding or appreciation of the real 'value equation’ that underlies the installation
of insulation.

3.94 A reimbursement or co-payment scheme might have moderated demand, and
may have helped to deliver some longer term sustainability. However, it is unlikely of
itself to have seen improved long term environmental effects or to have reduced risks
to installers and householders without commensurate higher standards.

The safety of work carried out under the program

4.30 The committee acknowledges that, as in many areas of the building and
construction sector, there are inherent risks associated with installing insulation. There
are risks to both installers working in hot and confined spaces containing electrical
wiring; and to householders if the insulation is not properly installed.

4.31 The consequences of these inherent risks are very high and in the extreme can
result in the loss of both lives and property.

4.32 However, the committee is of the view that with adequate and appropriate risk
management—for example, fully informed and properly trained and competent
installers, and the use of safety equipment such as downlight covers—these risks can
be significantly mitigated.

4.33 Roof/ceiling insulation is safe provided it is of appropriate standard, properly
installed with full knowledge of the possible hazards and with effective safety
arrangements in place. This applies to both bulk materials and foil. The fire and
electrocution problems which have occurred resulted from inadequate training and
unsafe work practices.

4.34 The committee acknowledges DEWHA's attempts to ensure suitable training
standards and work practices. However, too many of these attempts were a case of
playing catch-up to problems in both the formal requirements and with their
inadequate and flawed implementation.

4.35 In the committee's view DEWHA did not adequately anticipate the high risk
created by the huge influx of inexperienced and unqualified workers. When issues did
emerge, DEWHA's responses were both slow and often inadequate. DEEWR,
meanwhile, appears to have been missing in action, despite being members of the
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Project Control Group and, logically, having a key responsibility for workplace safety
and training issues.

4.36 Arguably the key mistake was failing to ensure from the outset that all
personnel involved in installation (not only supervisors) were properly trained and
fully understood the risks associated with installing insulation.

4.37 Making the requirements more stringent in the last few months of the program
was too little, too late. For example, DEWHA's reaction to the unfolding safety issues
after the first death on 14 October 2009 was tardy. The ban on metal staples for foil
insulation took effect on 2 November 2009. The requirement for a mandatory risk
assessment of each job took effect only on 1 December 2009. The requirement for all
installers, not only supervisors, to have training took effect only on 12 February 2010.
At no stage was there a firm requirement to turn off the power during installation, a
simple step which arguably would have greatly reduced electrical risk to the installer
(though not to the householder afterwards).

4.38 The committee notes the government's statements that there have always been
fires associated with poorly installed ceiling insulation. The intended inference seems
to be that some increase in the number of fires is to be expected because of the huge
increase in the number of installations.

4.39 On the available figures it is impossible to say whether the rate of defective-
installation-causing-fire is higher or lower in HIP jobs than in earlier jobs. However,
the committee notes that a targeted inspection of 15 000 installations has found that
7.6 per cent of them have fire safety hazards. The committee notes the government's
contention that these figures may not be representative of all installations, as
inspections to some degree have been targeting installations by firms with a poor
compliance record. However, even if this figure is discounted by half, given the one
million-plus houses that have had insulation installed under the HIP, this would mean
that in the order of 38 000 homes face the risk of a house fire. The committee
considers this to be an unacceptably high figure, and creates a massive time-bomb for
tens of thousands of Australian households.

440 In any case, the government cannot somehow excuse the incidence of
HIP-related fires by pointing to precedents prior to the program. If anything, the
incidence of insulation related fires prior to the HIP should have served as another
warning to the government and should have provided further cause for care and
caution in the development of the new program. The government's aim should have
been to have no fires resulting from work which the government had encouraged and
which taxpayers have funded.

441 DEWHA was, and the government should have been, aware of the risks before
the commencement of the program, both through the Minter Ellison Risk Register,
which DEWHA expressly commissioned, and through the various approaches to
government by concerned stakeholders. Despite being told of such risks, they appear
to have been brushed aside in pursuit of other priorities.
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4.42 While acknowledging that DEWHA may not have known the precise scope and
magnitude of the risks, the committee is nevertheless of the view that its response in
addressing the risks before the program's commencement was wholly insufficient. It
did nothing to address certain risks. The committee is also of the view that as the
identified risks manifested as serious problems, both DEWHA and the government's
responses were overwhelmingly and perhaps tragically deficient.

The level of fraud and abuse

4.60 The rate of fraud and abuse in the HIP is unclear. However, it is uncontested
that it occurred, and at an unacceptable level. The results of the survey and targeted
inspections mentioned at paragraphs 4.50ff paint a picture far more concerning than
DEWHA's statement that only '0.65" per cent of installations have resulted in a
complaint.

4.61 While the government had and still has auditing and compliance activities, it is
unclear how well they are informed, targeted or resourced in proportion to the need.
The committee notes evidence that more resources have been put into auditing and
compliance recently.

4.62 In the committee's view the incidence of fraud and abuse was a predictable
outcome of a program which encouraged an influx of new businesses into a small and
largely unregulated industry, and was designed in a manner open to profiteering
around the premise that the householder should not be out of pocket (the subsidy
amount was expected to cover the whole price in most cases). Ignorant of the risks,
householders were lured into thinking they needn't have a stake in ensuring that the
job was well done (quite apart from the fact that most would not have the knowledge
to do so).

The level of imported and non-compliant materials

4.77 The committee agrees with submissions that the high level of imports was
regrettable, and is potentially detrimental to the Australian insulation manufacturing
industry in the medium term.

4,78 The committee notes the evidence that thermally non-compliant Chinese
imports are likely to be about three per cent of total HIP materials. However, the
overall level of non-compliant imported materials is uncertain (since there is no
evidence on the extent of non-compliance in imports other than the Chinese).
Nevertheless, the committee finds it wholly inadequate for DEWHA or the
government to dismiss this issue by saying that householders with non-compliant
materials should complain to state/territory fair trading offices. Householders are not
likely to know whether their insulation materials are compliant or not. The
government, having encouraged householders to take up the subsidy, has a duty to
ensure that materials installed are compliant. This should be part of the inspection of
every insulated home.
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4.79 The use of these non-compliant imports failed the test of good public policy at
almost every level. It failed as an economic stimulus by sending dollars overseas; it
failed as an environmental measure as the standard of insulation provided was
unsatisfactory and will not deliver the intended energy efficiency dividend; and it
failed to deliver for many unfortunate homeowners, who will be left with little energy
savings but will face the cost of removing these inferior products if they are to install
quality insulation at a later stage.

Adequacy of advice on different types of insulation

4.98 The extent of any inappropriate use of bulk materials is unclear. However the
committee is concerned that householders may not have had adequate advice on this
matter.

4.99 Nothing in the program guidelines justify DCCEE's statement at paragraph
4.97 that 'the installer was required to assess what type of insulation would best suit
the householder'. The guidelines quoted at paragraph 4.96 clearly put the onus for this
on the householder. The installer's only obligation in this regard was to follow the
table of minimum R-values. The whole point of concern about this issue is that the
table of R-values (like the Building Code of Australia) ignores the problem of bulk
materials in hot climates keeping naturally ventilated houses hot at night.

4.100 The referenced Your Home Technical Manual, which (it was implied)
householders should have consulted, is a large document which contains this solitary
relevant comment on page 103:

The most important thing to remember is that in high humid [tropical]
climates where houses are naturally ventilated, high down values and lower
up values are appropriate for roofs and ceilings.

4.101 The reason for this advice (to help the house cool naturally at night) is not
given. Nor is any advice given about the relative effectiveness of bulk insulation in
different climates.

4.102 In the context of a program—an attempt by government to roll out insulation to
people who have never before thought about the different varieties and their respective
performance—it is unrealistic to expect that householders would notice this advice—
particularly as the Your Home Technical Manual was not mentioned in the HIP
guidelines. If they did notice it, given the brief and incomplete nature of the advice, it
is unrealistic to expect they would realise its importance.

4.103 The committee considers that householders should have been given better and
more accessible consumer advice about appropriate insulation for their situation. The
committee does not think it is adequate to rely on asking householders to refer to a
large technical manual accessed by weblink.

4.104 The committee is not qualified to opine on these technical issues, but considers
it unacceptable that the government failed to settle them before embarking on the HIP.
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The consequences were, once again, a less than optimal outcome for taxpayers,
homeowners and the environmental objectives allegedly behind the program.
Regulatory changes should be pursued to address these issues following extensive
industry and scientific consultation leading to amendment to the relevant Australian
Standards and the Building Code of Australia where appropriate.

4.105 The committee comments on the obvious disagreement between foil interests
and bulk insulation interests on this issue: it is regrettable that there continues to be
dispute among the various industry groups over issues theoretically capable of settled
scientific conclusion.

Issues for renters and low income earners

4.112 Submissions on this matter focussed on landlords and tenants; however the
problems of access to the program by low income homeowners should not be
forgotten. Once again, these issues highlight the ill-designed nature of the incentives
offered under the HIP.

Issues relating to Australian Standards

5.19 Considering the importance of insulation to the energy efficiency of Australian
homes, it is most regrettable that there is no independent scientific facility in Australia
able to research the properties of the various systems and advise on insulation policy
in context of overall energy efficient housing goals. It is unfortunate that the dispute
the different forms of insulation, about basic science to do with the suitability of the
different systems, has endured for so long without resolution. It appears that the lack
of a suitable research vehicle has been one of the reasons for this.

5.20 CSIRO's new test facility, since it will only test in accordance with AS/NZS
4859.1, will not resolve the wider arguments about the appropriateness of the standard
or desirable policy on ceiling insulation.

5.21 The committee agrees that there should be a dedicated and independent
research facility able to research insulation systems and advise on insulation policy.
Where it should be housed would a matter for further consideration.

5.22 This should be regarded as an essential part of any future government initiative
to improve home insulation, in order to ensure that the investment is directed most
efficiently.

Issues relating to the Building Code of Australia

5.48 Determining concerns about increased insulation requirements in the Building
Code of Australia and inadequate treatment of ‘heat box' and condensation issues in
the Building Code of Australia is beyond the expertise of the committee. The
Australian Building Codes Board should be asked to respond.
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Chapter 1

Introduction

Conduct of the inquiry

1.1 The Senate referred this inquiry to the committee on 29 October 2009. The
inquiry was prompted by concerns about the management and effectiveness of the
Energy Efficient Homes Package program, and in particular by the government's
apparent failure to completely consider and/or address escalating warnings about risks
to safety (including through fires and electrocutions) and to program compliance

(including through fraud and rorting).

1.2 The terms of reference are:

1. The Federal Government's Energy Efficient Homes Package (ceiling
insulation), with particular reference to:

i. the level of ceiling and wall insulation in Australian residences, state
by state, prior to the announcement of the Energy Efficient Homes
Package and the adequacy of the Building Code to ensure
comprehensive roll out in future.

ii. the administration of the program from a pricing, probity and
efficiency perspective, including:

A.

IOTMMOUOw

iili. an

the basis on which the Government determined the size of the
rebate for ceiling insulation;

regulation of quoting and installation practices;

protection against rorting and abuse of the rebate;

the impact of the program in pushing up insulation prices;

the level of imported insulation to meet demand;

ensuring value for money for taxpayers;

waste, inefficiency and mismanagement within the program;
ensuring the program achieves its stated aims as part of the
government's stimulus package; and

the consultation and advice received from current manufacturers
regarding their ability to meet the projected demand.

examination of:

the employment and investment in insulation production and
manufacturing resulting from the program;

what advice was provided to the Government on safety matters,
particularly in relation to fire and electrocution risks and to what
degree the Government acted on this advice.

the costs and benefits of extending the scheme to include other
energy efficiency products including wall and floor insulation,
draft stoppers and window treatments;



D. the costs and benefits of changing or extending the scheme to
make small and medium sized businesses eligible for
installations;

E. the extent to which imported insulation products met Australian
standards and the method used to make that determination; and

F. what advice was provided to the Government on occupational
health and safety matters, particularly in relation to training for
installers; including:

I. to what degree the Government acted on this advice; and
ii. identification and examination of fires and electrical
incidents resulting from the Government's Home Insulation
Program.

iv. an analysis of the effectiveness of the package as a means to improve
the efficiency of homes and reduce emissions of greenhouse gases,
including comparison with alternative policy measures;

2. Consideration of measures to reduce or eliminate waste and
mismanagement, and to ensure value for money for the remainder of the
program, noting the planned $2.7 billion to be distributed under the
program in total.

3. Other related matters.

1.3 The committee advertised the inquiry in The Australian and on its website,
and wrote to relevant peak bodies inviting submissions. The committee received
53 submissions (see Appendix 1) and various supplementary comments (see
Appendix 2). The committee held four public hearings (see Appendix 3) and one
in camera (confidential) hearing.*

1.4 The committee acknowledges the contributions of submitters and witnesses.
In particular the committee thanks Mr and Mrs Kevin and Christine Fuller, parents of
installer Matthew Fuller who was electrocuted on 14 October 2009. Mr and Mrs Fuller
gave evidence before the committee on 17 March 2010.

1.5 The committee also places on record its profound sympathy to the families
and friends of the other installers tragically killed, as well as those injured; those
Australians suffering loss as a result of house fires; and the many legitimate
businesses and employees who have suffered losses related to this program.

1.6 Environment Minister, the Hon Peter Garrett MP, ended the Energy Efficient
Homes Package (EEHP) on 19 February 2010 citing safety and compliance concerns
about the ceiling insulation component.”

1 The confidential hearing occurred on 17 March 2010 with Mr and Mrs Kevin and Christine
Fuller, the parents of installer Matthew Fuller who was electrocuted on 14 October 2009. Later,
the committee agreed to publish most of the transcript of the hearing.

2 The solar hot water rebate is still available.
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1.7 Some comments in submissions and evidence, which pre-date 19 February
2010, may have been superseded by events, but should be read as applying to the
situation at the time.

1.8 On 8 March 2010, responsibility for energy efficiency programs was
transferred from the Department of Environment, Water, Heritage and the Arts
(DEWHA) to the Department of Climate Change, which was renamed Department of
Climate Change and Energy Efficiency (DCCEE). References to DEWHA around the
time of changeover should be read as references to DCCEE (as relevant).

1.9 The committee heard evidence from DEHWA (and DCCEE after the transfer
of responsibility) on 22 February, 26 February and 25 March 2010.

1.10  Either during the hearings or shortly afterwards DEWHA/DCCEE took
133 questions from the committee on notice.® While the committee acknowledges that
its agreed response deadlines were relatively tight, only two per cent of the responses
were received by the respective deadlines set by the committee.” This was not helpful
to the work of the committee. As at 6 July 2010, six of the questions remain
unanswered. The longest overdue responses are now 17 weeks past their deadline.

1.11 By contrast, although there were fewer questions placed on notice, the
Department of the Prime Minister and Cabinet and the Department of Education,
Employment and Workplace Relations responded to questions put on notice to them in
a much more timely fashion.

1.12  Many of the responses received from DEWHA/DCCEE were uninformative.
Others claimed legal professional privilege or Cabinet confidentiality, without
adequate justification. Senator Guy Barnett sought advice from the Clerk of the Senate
on the department's failure to meet the committee's deadlines and use of claims of
legal professional privilege, as a reason for withholding information. The Clerk’s
advice was tabled during the hearings of 25 March 2010 and is included at
Appendix 4.

1.13  The committee records, in the strongest terms possible, its dissatisfaction with
the inadequate responsiveness of DEWHA and DCCEE in providing either
informative or timely answers to questions taken on notice. This significantly
hampered the committee's ability to conduct this inquiry in a constructive and
effective manner.

1.14  Due to this failure by DEWHA/DCCEE and similar unsatisfactory responses
from the Prime Minister's department, the committee considered ministerial responses
appropriate. Consequently, the committee invited the Prime Minister and Ministers

See www.aph.gov.au/senate/committee/eca ctte/eehp/submissions.htm.

4 The committee asked for answers to questions on notice arising from the 22 February hearing
by 24 February; from the 26 February hearing by 9 March; and from the 25 March hearing by
9 April 2010.


http://www.aph.gov.au/senate/committee/eca_ctte/eehp/submissions.htm
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Garrett, Combet and Arbib to give evidence at a public hearing. Each of the ministers
declined to appear.® In respect of Senator Arbib declining to appear, the committee
reports this fact to the Senate pursuant to Standing Order 177(2).°

1.15  Since the last hearing of the inquiry on 25 March 2010 there have been a
number of related developments:

. the government released Dr Allan Hawke's review of the Home Insulation
Program (22 April 2010);
. the government announced that the planned insulation component of the

replacement Renewable Energy Bonus Scheme will not proceed
(22 April 2010);’

. the government released certain correspondence between the Prime Minister
and Minister Garrett about the Home Insulation Program, which had been the
subject of orders of the Senate relating to production of documents
(27 May 2010);®

. the government has progressed various actions arising from the closure of the
Home Insulation Program, including the Home Insulation Safety Program
(HISP) and Foil Insulation Safety Program (FISP); industry assistance
measures for displaced insulation workers and businesses; and fraud and
compliance work including appointment of KPMG as forensic auditors
(details are in chapter 2).°

1.16  Although these matters could not be the subject of questioning at hearings, the
committee comments on them where appropriate in the report based on the public
record.

1.17 In light of developments of 27 May 2010, the committee repeated its
invitation to then Prime Minister Rudd, Ministers Garrett and Combet and extended

5 The committee has published the respective correspondence on its website, see
www.aph.gov.au/senate/committee/eca_ctte/eehp/submissions.htm.

6 Standing Order 177(2) provides: 'If a committee requires the attendance of a senator as a
witness, the chairman shall, in writing, request the senator to attend, and if the senator declines
to attend or to give evidence, the committee shall report the matter to the Senate.'

7 Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
Insulation component of the Renewable Energy Bonus Scheme will not proceed, media release
22 April 2010.

8 Letters from Minister Garrett to the Prime Minister of 27 August, 28 October and
30 October 2009 and related letters; received out of session 27 May 2010; tabled in the Senate
on 15 June 2010 pursuant to orders of the Senate 775 and 776 of 12 May 2010.

9 Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
Home Insulation Safety Plan, media release 1 April 2010; Tax relief for insulation industry,
media release 20 April 2010; Applications open for insulation industry assistance, media
release 6 May 2010; Foil Insulation Safety Program underway, media release 6 May 2010;
Home Insulation Safety Plan update, media release 15 June 2010.
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an invitation to then Deputy Prime Minister Gillard to appear before the committee.
Each declined (see correspondence on the committee's website).

Structure of the report

1.18  Chapter 2 of this report describes the Home Insulation Program, including the
various changes during the second half of 2009, and actions arising from the closure
of the program on 19 February 2010.

1.19 Chapter 3 discusses issues arising from the program design and
administration.

1.20  Chapter 4 discusses the main concerns raised in submissions about program
outcomes.

1.21  Chapter 5 discusses related matters to do with the adequacy of the relevant
Australian Standards and the energy efficiency provisions of the Building Code of
Australia.

1.22  Chapter 6 contains concluding comments.






Chapter 2

Background and description
of the Home Insulation Program

Home insulation before the Energy Efficient Homes Package (EEHP)

2.1 Before the commencement of the EEHP, retrofitting insulation to existing
homes was a minor proportion of the insulation market. According to the Insulation
Council of Australia and New Zealand (ICANZ), before the EEHP the market for
building insulation was:

. new homes—50 per cent;
. commercial/industrial—40 per cent;
. retrofitting existing homes—10 per cent.*

2.2 Glasswool and rockwool comprised about 70 per cent of the Australian
market and involved two local manufacturers: CSR Bradford and Fletchers Insulation.
The rest of the market was made up of other materials including cellulose, polyester
and foils, involving around 30 manufacturers in Australia.’

2.3 According to the Australian Bureau of Statistics, in dwellings with ceiling
insulation in 2008, the material was:

. bulk batts (fibreglass/wool/polyester) 65.8 per cent;
. loose fill 15.2 per cent;

. sisalation/reflective foil 5.2 per cent;

. other 2.0 per cent; and

. ‘don't know" 11.9 per cent.®

2.4 ICANZ estimated that before the EEHP up to 40 per cent of dwellings other
than apartments, that is up to 2.7 million homes, had no or inadequate ceiling

1 About 5 per cent of the total product was imported. ICANZ, Submission 18, p. 4.
2 ICANZ, Submission 18, p. 4.

3 Australian Bureau of Statistics, cat. 4602.0.55.001, Environmental issues: energy use and
conservation, March 2008, table 2.16. The sisalation/reflective foil proportion varies
considerably across the country from 1 per cent in the ACT to 12.1 per cent in Queensland and
22.1 per cent in the Northern Territory.
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insulation.* This proportion has been gradually declining as minimum energy
efficiency levels in new homes have been required in the Building Code of Australia
since 2003.> ICANZ also estimated that before the EEHP retrofitting of ceiling
insulation in existing homes was approximately 65-70 000 per annum.®

2.5 Before the EEHP, retrofitting insulation was largely unregulated, with little to
no control over products, and limited registration or training standards for installers
(applicable only in South Australia).” ICANZ explained this as:

The value of the product being put in was considered a minor renovation...
Having insulation put in your home could often be done for under $1,000,
so it flew under the radar completely.®

2.6 However, state and territory workplace and occupational health and safety
laws have applied throughout.®

2.7 The EEHP transformed the dynamics of the retrofitting insulation industry in
unprecedented ways, resulting in pressure points and consequences with which the
EEHP and its custodians did not cope.

Summary of the Energy Efficient Homes Package™

2.8  The EEHP was announced by the Prime Minister on 3 February 2009." At
$3.9 billion it represented approximately 9 per cent of the government's $42 billion

4 ICANZ, Submission 18, p. 6. The estimate assumes that most ‘don't know' responses are from
residents with no or inadequate insulation. An ABS 2008 survey had responses ‘with insulation'
61.5 per cent; ‘without insulation' 19.2 per cent; ‘don't know' 19.3 per cent: ABS cat.
4602.0.55.001, Environmental issues: energy use and conservation, March 2008, table 2.12.
See also DEWHA, Submission 19, pp 10-11.

5 Since 1 January 2003 in most states. Victoria has had thermal performance requirements
(overall ceiling/roof R-value of 2.2) since 1983. NSW implemented thermal performance
requirements over 2004—2007. DEWHA, Energy Efficient Homes Package - Frequently Asked
Questions, www.environment.gov.au/energyefficiency/fags.html accessed 9 February 2010.

6 ICANZ, Submission 18, p. 11.

7 ICANZ, Submission 18, p. 12. DEWHA, Submission 19, p. 5. In South Australia installers must
be licensed. The requirements of the Building Code of Australia apply only to new
construction.

8 Mr D. D'Arcy (ICANZ), Committee Hansard, 17 February 2010, p. 70.
9 DEWHA, Submission 19, p. 5.

10  This section is mostly sourced from Department of the Environment, Water, Heritage and the
Arts (DEWHA), Submission 19.

11 Hon. K. Rudd MP, Prime Minister, Energy Efficient Homes — ceiling insulation in 2.7 million
homes, media release, 3 February 20009.
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Nation Building and Jobs Plan, which was part of the government's response to the
global recession triggered by the global financial crisis.*?

2.9

2.10

The government stated that the aims of the EEHP were to:

generate economic stimulus and support jobs for trades people and workers
employed in the manufacturing, distribution and installation of residential
ceiling insulation and solar hot water systems;

improve the energy efficiency, comfort and value of homes;
help households save on their heating and cooling energy bills; and
reduce greenhouse gas emissions.

The program focussed on two ways of improving the energy efficiency of

homes: installing ceiling insulation (the Home Insulation Program), and replacing
electric storage hot water heaters (the Solar Hot Water Rebate). These were chosen
because space heating and cooling and water heating are typically the two greatest
energy uses in Australian homes.*?

211

The EEHP was initially administered by the Department of Environment,

Water, Heritage and the Arts (DEWHA).

2.12

2.13

As announced on 3 February 2009, key components of the EEHP were:

Home Owner Insulation Program (later Home Insulation Program - HIP):*
This was a $2.7 billion program to provide a rebate of up to $1600 for
owner-occupiers to install ceiling insulation in existing homes. It was to run
from 3 February 2009 to 31 December 2011 or until the funds were fully
allocated. It was expected to affect 2.2 million homes.

Low Emission Assistance Plan for Renters (LEAPR): This provided
$612.5 million to increase existing assistance to landlords to install insulation
from $500 to up to $1000 per home. It was to run from 3 February 2009 to
30 June 2011 and was expected to affect an estimate 500 000 rented homes.

Solar Hot Water Rebate: $507 million was provided to increase an existing
rebate from $1000 to $1600. The previous means test was removed. It was to
run from 3 February 2009 until 30 June 2012.

The package was not means tested. Householders could claim either

insulation or hot water assistance for one address, but not both.

12

13
14

Hon. K. Rudd MP, Prime Minister, $42 billion nation building and jobs plan, media release

3 February 2009. See also Senate Economics References Committee, Government's Economic
Stimulus Initiatives, October 2009, pp 3-4, for information on the government's stimulus
measures.

DEWHA, Submission 19, p. 33.

The name was changed in September 2009 when the separate LEAPR was discontinued and
landlords and tenants became eligible for the HIP.
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2.14  The program was demand driven and intended to continue until the
completion date or until program funds were fully allocated. The Home Insulation
Program was expected to be fully expensed by December 2011.

2.15  This report focuses solely on the Home Insulation Program.
Further details of the Home Insulation Program (HIP)

2.16  During 'phase 1' of the program (3 February to 30 June 2009) householders
paid the installer and claimed reimbursement from DEWHA. Phase 1 of the program
was intended as an interim measure while the main program (‘phase 2') was
developed. In this time DEWHA consulted with industry and state/territory
governments, arranged the Medicare payment system, and developed training
materials with the Construction and Property Services Industry Skills Council.*®

2.17  The main program (phase 2) commenced five months after phase 1, on
1 July 2009, when arrangements were changed so that installers were paid directly
through Medicare's claim processing system. As a result, householders paid nothing
for insulation installed under the HIP if the contracted price was less than the $1600
rebate limit.

2.18  From 1 July 2009, installers had to be registered to obtain work under the
program (conditions of registration are described at paragraph 2.25). The work could
be done by a registered installer or by an employee or subcontractor of a registered
installer.

2.19  Apart from the $1600 rebate limit, there was no control over the cost of the
installation and no requirement to seek a second quote.’ Installers could advertise
their services, for example by local advertising or telemarketing.

2.20  Householders were responsible for choosing a suitable installer and insulation
type, and then entered a contract with the installer. Householders were also
responsible for ensuring they were satisfied with the service provided. If satisfied,
they signed a Work Order Form, to enable the installer to be paid through the online
payment system.

2.21  The R-value of the insulation materials (the amount of resistance to transfer of
heat) had to comply with standards shown in the program guidelines. The standards
were similar though not identical to the standards in the Building Code of Australia
(BCA)."" The required standard varied according to the climate zone:

15 DEWHA, Submission 19, p. 7. A. Hawke, Review of the Administration of the Home Insulation
Program, 6 April 2010, pp 2-3.

16  Arequirement for a second quote was introduced on 1 December 2009.

17  The standards in the Building Code of Australia (BCA) are at paragraph 5.36. The BCA does
not apply to retrofitting existing buildings.
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Table 1—Home Insulation Program: R-value requirements by climate zone

climate 1 2 2 3 4 5 6 7 8
zone! below | 300m
300m or

more
minimum 3.0 3.0 3.0 3.0 3.5 3.5 35 4.0 4.0
R-value®
direction of | down | down | down | down up up up up up
heat flow &up | &up
! climate zones: as defined in the Building Code of Australia, from 1 hottest to 8 coldest: see
Appendix 5.

2 R-value: resistance to heat flow. The R-value can be either material R-value, or total
R-value approach outlined in the Building Code of Australia. If using the total R-value
approach, the minimum R-value must still meet the requirements of the table.

Source: Department of Environment, Water, Heritage and the Arts, Energy Efficient Homes
Package—Home Insulation Program—Program Guidelines version 5, 1 December 2009.

Changes during the program — overview

2.22  After the start of the fully developed program on 1 July 2009, the government
made a number of significant changes including:

. On 1 September 2009 the Low Emission Assistance Plan for Renters
(LEAPR) was discontinued because of slow take-up, and landlords and
tenants were 'rolled into' the Home Insulation Program.

. On 2 November 2009 the maximum rebate for insulation was reduced from
$1600 to $1200. This reduced the program's overall budget by $250 million,
from the initial $2.7 billion to $2.45 billion.*®

. Various changes were made to allegedly reduce opportunities for fraud and
abuse:

. From 1 September 2009 a pricing table was included in the guidelines,
and installers charging above the listed prices without reasonable
grounds were liable to be removed from the installers register.™

. From 1 December 2009 new guidelines required householders to obtain
two quotes and a site inspection (the two quote requirement had applied
from 3 February to 30 June 2009 but had been removed with the full

18  Hon. P. Garrett, Minister for the Environment, Heritage and the Arts, Insulation changes:
safety, consumer protections and value for money, media release, 1 November 2009. Contracts
made before 2 November remained eligible for up to $1600 providing the work was done on or
before 16 November.

19  HIP program guidelines version 5, 1 December 2009, p. 10. DEWHA, Submission 19, p. 8.
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program launch on 1 July 'to allow the market and householders to
interact without the involvement of the department").?

. From 1 December 2009 installers were required to agree to the
publication of their names if deregistered for non-compliance.?

. From 24 December 2009 materials had to be on the list of Approved
Products maintained by DEWHA. Installers were also required to affix
the product label to a visible and accessible part of the roof cavity, and
to the householder's copy of the work order form, to facilitate auditing.*

2.23 In late 2009 and early 2010 further changes were made, supposedly in
response to concerns about electrical safety: see paragraph 2.34.

2.24  The Minister for the Environment, the Hon Peter Garrett MP, ultimately
cancelled the program on 19 February 2010, citing safety concerns and compliance
issues, as discussed further below.

Registration and training requirements

2.25 From 1 July 2009, installer businesses were required to be registered with
DEWHA. DEWHA claimed that registered installers had to demonstrate minimum
trade related competencies and occupational health and safety training, hold
appropriate insurance and comply with the relevant Australian Standards for
insulation materials and installation.?

2.26 DEWHA submitted that the trade related competencies required by the
program could be:

. a trade specific competency: licensed builder, electrician, carpenter,
bricklayer, plasterer, painter or plumber, or equivalent where no licensing
requirements exist; or

. insulation specific competency: a statement of attainment from a Registered
Training Organisation against the BCGO03 or CPC08 Training Package
relating to insulation installation; or

. two years' work experience installing insulation.?*

2.27  Registered installers' employees and subcontractors did not need to have the
trade related competencies, providing installers attested that employees/

20  This requirement was relaxed for remote locations. DEWHA, Submission 19, p. 15. HIP
program guidelines version 5, 1 December 2009, p. 5.

21  DEWHA, Submission 19, p. 9.

22  DEWHA/DCCEE, answer to question on notice 104 from hearing 26 February 2010
(received 23 March 2010).

23 Installer Advice No. 9, 29 September 2009; and No. 12, 26 October 2009.
24 Installer Advice No. 9, 29 September 2009.



13

subcontractors were supervised by a person who had the competencies and signed off
the Work Order Form. However all persons involved in installation had to have
general occupational health and safety training.?

2.28 Later changes included publicising the deregistration of non-compliant
installers from December 2009, and minimum training or skill requirements for all
persons involved in installation (not only supervisors) from 12 February 2010 which
transpired just days before the suspension of the entire program.?

2.29  However, the committee is not satisfied that the government implemented any
timely and systematic testing of the veracity or integrity of claims made by installers
in their registration forms.

2.30  The committee is concerned that the deregistration process was more ad hoc
than rigorous.

2.31 DEWHA contracted the Construction and Property Services Industry Skills
Council to produce a range of training resources for Register Training Providers,
including a 'pocket book' for installers which was available from 1 August 2009. The
pocket book contained information about common installation hazards including
electrical hazards.”

Health and safety requirements

2.32  The program's health and safety requirements included:

. mandatory minimum occupational health and safety training for all personnel
involved in installation;

. installers to comply with state/territory occupational health and safety laws;
and

. installation practices to be governed by the relevant Australian Standards and

state/territory regulations for laying thermal insulation and working around
electrical wiring.”®

2.33  In late October and early November 2009, following a number of serious
incidents including the death by electrocution of an installer on 14 October, DEWHA
with the relevant industry skills councils upgraded the training program. The
installers’ Pocket Book was updated, particularly to give more prominence to the

25 DEWHA, Energy Efficient Homes Package — competency requirements for registration on the
Installer Provider Register, September 20009.

26  DEWHA, Submission 19, pp 6, 9 and 16.

27  CPSISC, Submission 5, p. 2. Construction industry pocket book — resource for installers of
ceiling insulation.

28  DEWHA, Submission 19, p. 26.
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instructions about electrical safety, and copies were sent to all registered installer
businesses and to registered training organisations to distribute to installers.”

Safety concerns and closure of the program

2.34  On 1 November 2009, after the tragic death of an installer, and following
concerns about fires started by overheated downlights, Minister Garrett announced
additional safety and compliance measures including:

. a ban on metal fasteners for foil insulation, from 2 November;

. mandatory installation of covers over downlights and other ceiling appliances,
from 2 November;®

. a mandatory risk assessment for each job before work started, from
1 December (this involved filling in a form which prompted the installer to
look for the listed hazards, and gave advice on how to respond to them); and

. a targeted electrical safety inspection of Queensland homes with foil
insulation installed under the program.**

2.35  On 30 November 2009, Minister Garrett announced that training requirements
would apply beyond supervisors, to all personnel involved in installation. This took
effect from 12 February 2010.%

2.36  On 9 February 2010, Minister Garrett suspended the use of foil insulation
from the program because of concerns about electrical safety where foil is not
properly installed. On 10 February, Minister Garrett announced that all houses with
foil installed under the program (about 50 000) would be required to have an electrical
safety inspection.®

2.37  Finally, on 19 February 2010, Minister Garrett announced the closure of the
Home Insulation Program from that day, because of safety and compliance

29 DEWHA, Submission 19, p. 8.

30  This made the program requirement more stringent that the relevant Australian Standard, which
is satisfied by providing a clearance around downlights: see paragraph 5.7.

31  Hon. P. Garrett, Minister for the Environment, Heritage and the Arts, Insulation changes:
safety, consumer protections and value for money, media release, 1 November 2009. Update on
insulation training requirements, media release, 17 December 2009.

32 Hon. P. Garrett, Minister for the Environment, Heritage and the Arts, Insulation safety
standards to get a further boost, media release, 30 November 2009. Update on insulation
training requirements, media release, 17 December 2009.

33 Hon. P. Garrett, Minister for the Environment, Heritage and the Arts, Foil insulation suspended
from Home Insulation Program, media release, 9 February 2010. Electrical safety inspections
for foil insulation, media release, 10 February 2010.
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concerns.>* The announcement came after the death of a fourth installer and the first
hearing of this committee's inquiry into the program.

2.38 At that time the government announced an intention to replace the HIP with a
Renewable Energy Bonus Scheme (REBS) to operate from 1 June 2010. This was
supposedly planned to subsidise solar hot water systems and ceiling insulation, with
more stringent conditions than the HIP.* However, following the advice of Dr Allan
Hawke's review of the HIP, the government announced on 22 April 2010 that the
insulation component of REBS would not proceed:

Dr Hawke has advised the Government that he has “grave concerns about
the wisdom of proceeding with any further government supported home
insulation program.” In his report he notes that “the safety and quality risks
cannot be fully abated and both the Government’s efforts and those of
reputable industry players will be largely deployed on the Government’s
rectification program, which must proceed as soon as possible.”...

It is because of these concerns about the development of an appropriate risk
management framework in regards to safety and compliance issues that the
Government has made the decision that REBS will proceed without the
insulation component.*®

Actions arising from closure of the Home Insulation Program

239 On 10 March 2010, Minister Combet announced a range of supposed
rectification and remediation actions to deal with the closure of the HIP. Further
details were provided on 1 April 2010.*” They were stated to be:

. The Foil Insulation Safety Program: the removal of foil insulation, or
installation of safety switches, in the 50 000 homes which had foil installed.
The government expected that this would take about 6 months after
commencement to complete. An initial inspection of around 1000 homes
fitted with foil insulation found that:

. about 3 per cent had electrical safety risks;

34  The solar hot water rebate continued to be available. Hon. P. Garrett, Minister for the
Environment, Heritage and the Arts, Significant changes to Commonwealth environmental
programs, media release, 19 February 2010. The reason for closing the Home Insulation
Program is not clearly stated in this media release, but appears from other comments around
that time: for example Hon. G. Combet, Minister Assisting the Minister for Climate Change
and Energy Efficiency, House of Representatives Hansard, 10 March 2010, p. 2149ff.

35  Hon. P. Garrett, Minister for the Environment, Heritage and the Arts, Significant changes to
Commonwealth environmental programs, media release, 19 February 2010.

36  Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
Insulation component of the renewable energy bonus scheme will not proceed, media release,
22 April 2010. Dr Hawke's review is described further below.

37  Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2149ff. Home insulation safety plan,
media release, 1 April 2010.
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. 5 per cent had fire safety risks;

. 20 per cent had pre-existing electrical safety risks not related to the
insulation; and

. 33 per cent involved use of metal staples after they had been prohibited
under the program.*

. The Home Insulation Safety Program involves targeted inspections of at least
150 000 homes which had non-foil insulation installed. These inspections are
targeted at the homes which are most likely to have safety issues, and will
include 'simple remediation work' such as fitting downlight covers. In
addition, any household that has safety concerns can request an inspection.
15 000 targeted inspections showed that:

. 66 per cent of installations were fully compliant;
. 7.6 per cent had fire safety hazards;

. 16 per cent had other quality issues including non-compliant
insulation product and incomplete installations;

o 0.5 per cent involved potential fraud;

. 9.5 per cent of inspections could not be completed for various
reasons. >

240 The government appointed an expert panel of industry, employee and
regulatory representatives to advise on the inspections programs, including
Dr Ron Silberberg, ex-Managing Director of the Housing Industry Association;
Mr Peter Tighe, National Secretary of the Electrical Trades Union; and
Mr Tony Arnel, Victoria's Building and Plumbing Commissioner and chair of the
Green Building Council of Australia.*’

241 The funding to meet the government's commitments under the Home
Insulation Safety Program and the Foil Insulation Safety Program will come from
within the existing budget of the Home Insulation Program.**

38  Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2153.

39  Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2153. The government noted that these
survey results may not be representative of all installations, because inspections have to some
degree been targeting firms with a poor compliance record.

40  Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2154.

41 Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
Home insulation safety plan, media release, 1 April 2010.
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242  According to Dr Hawke, there may be very little of the approximately
$1 billion unspent from the HIP's total allocation of $2.45 billion, after the safety
inspections are carried out:

Early indications of the compliance work [being undertaken under the Foil
Insulation Safety Program and the Home Insulation Safety Program] are
that significantly more houses may require inspection and potential
rectification. These demands may leave little available funding for the
Renewable Energy Bonus Scheme (REBS).*

2.43  The 2010-11 Budget allocated $66 million for the Foil Insulation Safety
Program and $295 million for the Home Insulation Safety Program in 2010-11, but
also allocated $365 million over 2010-11 and 2011-12 for ongoing costs associated
with the Home Insulation Program, which the committee was told could be used to
meet further rectification costs.”®* According to the Department of Climate Change and
Energy Efficiency, to 15 June 2010, 24 624 foil houses and 36 930 non-foil houses
have been inspected. About 2000 homes are being inspected per week. It is unclear
whether these figures include or are in addition to auditing and compliance inspections
done during the currency of the HIP, or the targeted inspections which Minister
Combet noted in his 10 March 2010 statement to Parliament (see paragraph 2.39).*

2.44  In addition, the government established a number of industry assistance
measures explained as:

. a $41.2 million Insulation Workers Adjustment Package, consisting of support
to workers to retain their current job, or assistance to find alternative jobs or
training places where suitable employment is not available;*

. a $15 million Insulation Industry Assistance Package for firms with
appropriate compliance records to assist in meeting the cost of insulation
stock-holdings;*® and

. other assistance to firms by allowing them, on conditions, to participate in
home inspections; and deferral of GST payment obligations.*’

42  Dr A. Hawke, Review of the Administration of the Home Insulation Program, 6 April 2010,
p. Xiii.
43  Climate Change and Energy Efficiency Portfolio, Portfolio Budget Statement 2010-11, p. 24.

44  Department of Climate Change and Energy Efficiency, Insulation update-15 June 2010. See
also DCCEE, answers to questions on notice 68 and 69 from hearing 26 February 2010
(received 25 March and 5 May 2010); and Committee Hansard, 27 May 2010 (Environment,
Communications and the Arts Legislation Committee, DCCEE Estimates hearing), p. 71.

45  This involves various activities by the Department of Education, Employment and Workplace
Relations: see Committee Hansard, 25 March 2010, p. 65ff.

46  Eligible businesses, to 4 June 2010, could apply for a one-off cash payment of 15 per cent of
the value of their insulation stock holding at 30 April 2010, up to a maximum of $500 000.
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2.45  The government has advised that to 10 June 2010, 760 applications have been
received under the Insulation Industry Assistance Package; 98 applications worth
$6.1 million have been approved; 44 applications have been rejected; and 618
applications are being considered.*

246  The government has appointed KPMG as forensic auditors and moved
additional staff and resources within DCCEE into audit and compliance work.*

2.47  After numerous requests from the opposition, the government has asked the
Auditor-General to audit the program as a matter of priority. The Auditor-General's
report is expected by September 2010.>°

Outcomes of the Home Insulation Program
Installation rates

248 Over 1.2 million homes were insulated under the program, at a cost to
government of approximately $1.5 billion in rebates.®* This may be compared with an
estimated 2.7 million homes which, before the program, had no or inadequate ceiling
insulg;ion, and with the historical rate of insulation retrofitting of about 65—70 000 per
year.

2.49 ICANZ estimated that retrofit ceiling insulation was about 10 per cent of the
market before the HIP, and was about 50 per cent of the market during the HIP.>?

2.50  Activity increased enormously in the months after July 2009, when payments
could be made directly to installers through Medicare without the householder being

47  Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2152. Home insulation safety plan,
media release, 1 April 2010. Applications open for insulation industry assistance, media
release, 6 May 2010.

48  Department of Climate Change and Energy Efficiency, Insulation update—-15 June 2010.

49  KPMG were appointed in April 2010 and are expected to complete their work in July:
Dr M. Parkinson & Mr M. Bowles, Committee Hansard, 27 May 2010, pp 97 and 104
(Environment, Communications and the Arts Legislation Committee, Budget Estimates
hearing). Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy
Efficiency, Home insulation safety plan, media release, 1 April 2010.

50 Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
Home insulation safety plan, media release, 1 April 2010.

51 DEWHA/DCCEE, answer to question on notice 53 from hearing 26 February 2010
(received 22 April 2010). Based on claims lodged to 28 February 2010. At the time of the
answer claims processing was not complete.

52 ICANZ, Submission 18, p. 6. Hon. G. Combet, Minister Assisting the Minister for Climate
Change and Energy Efficiency, House of Representatives Hansard, 10 March 2010, pp 2149-
2151.

53  MrD. D'Arcy (ICANZ), Committee Hansard, 17 February 2010, p. 55.
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out of pocket (see Figure 1). For example, in November 2009 alone there were nearly
180 000 claims, or nearly three times as much as the pre-HIP annual activity.

Figure 1—Home Insulation Program claims, March to November 2009
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Source: DEWHA, submission 19, p. 5. The graphed figures are: March 3321; April 7917,
May 18 175; June 23 642; July 78 375; August 108 169; September 136 838; October 165 104;
November (to 23 November) 176 972; total 718 513. Later figures are: November (total) 209 267;
December 136 402; January 2010 139 850; February 186 095.>

2.51  This unprecedented level of activity, compared with the relatively stable state
of the industry previously, appears to have contributed to the safety and compliance
problems that arose in the second half of 2009.

Environmental outcomes

2.52 At best, the environmental outcomes of the program are uncertain, particularly
given the circumstances and consequences of its closure. According to DEWHA,
when the program was announced in February 2009 preliminary estimates indicated
that the combination of the Home Insulation Program, Low Emissions Assistance Plan
for Renters and the Solar Hot Water Rebate would yield cumulative greenhouse gas
savings of approximately 49.4 million tonnes of CO, equivalent (CO,—e) by 2020.

2.53  Subsequent analysis by the Department of Climate Change in December 2009
indicated annual emissions savings in the order of 4.5 million tonnes of CO,—¢ in the

54  DCCEE, answer to question on notice 86 from hearing 26 February 2010 (received 13 May
2010). Figures show claims lodged to 17 March 2010.
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year 2020.> Given the greatly reduced number of homes that were insulated
compared to the number originally envisaged (ie 1.2 million rather than 2.7 million)®®
this abatement figure would appear to significantly overestimate the annual savings,
perhaps by as much as 50 per cent.

2.54 DEWHA noted that it was too soon to estimate the effect of the program on
greenhouse gas emissions, but noted that ‘ceiling insulation is considered the most
effective form of insulation.” Dr Allan Hawke in his review of the program
commented, ‘the precise quantification of carbon emissions abatement generated from
the HIP has been questioned and there would be value in testing this further.®

255 The Department of Climate Change and Energy Efficiency provided an
updated estimate of greenhouse gas abatement for the Energy Efficiency Homes
Packas%e in March 2010. It estimated that 27 million tonnes CO,—e will be saved by
2020.

2.56  In any event, evidence put to or able to be sourced by the committee suggests
that any estimate to date of alleged emission savings fails to take into account homes
wrongly insulated or ‘de-insulated’ as a result of the HIP. As well, the environmental
costs of discarding insulation materials (including materials that may be dumped in
public areas) appear not to have been considered.

Employment outcomes

2.57 At best, the employment outcomes of the program are hazy. ICANZ estimated
that prior to the EEHP there were around 200 companies retrofitting insulation.
DEWHA submitted that as at 6 December 2009, there were 6313 active installer
companies and estimated that the installer workforce was more than double this.
Officials from the Department of Education, Employment and Workplace Relations
could not provide a more accurate estimate and also indicated they had no
independent means of verifying DEWHA's estimate. ICANZ estimated that the EEHP
has created over 6000 new jobs across Australia.®

55  DEWHA, Submission 19, p. 34.

56 DEWHA, Submission 19, p. 6 and answer to question on notice 53 from hearing of
26 February 2010 (received 22 April 2010).

57  DEWHA, Submission 19, p. 34

58  Dr A. Hawke, Review of the Administration of the Home Insulation Program, 6 April 2010,
p. Xiv.

59 DEWHA/DCCEE, answer to question on notice 74 from hearing 26 February 2010
(received 30 April 2010). This estimate is calculated for the Energy Efficiency Homes Package
and includes the Home Insulation Program and the Solar Hot Water Rebate Program.

60 DEWHA, Submission 19, pp 21-23. ICANZ, Submission 18, p. 10. Mr Robert Griew,
Associate Secretary, Department of Education, Employment and Workplace Relations,
Committee Hansard, 26 February 2010, p. 41.
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2.58 DEWHA estimated that over two thirds of program expenditure generated
employment downstream of the manufacturers in distribution, warehousing,
installation and support services. ICANZ estimated that for each manufacturing job
created there have been 20-30 downstream jobs created, although no figures were
provided on the number of manufacturing positions created. DEWHA submitted that
installing insulation is labour intensive, and is an effective stimulus measure in terms
of supporting domestic employment, notwithstanding the use of a level of imported
materials.®*

2.59  Dr Allan Hawke in his review of the program commented, 'at its peak (in
November 2009), the program had registered over 10,000 installers employing
thousands of largely low-skilled workers..." and that ‘an HIP objective was to support
jobs in the insulation industry and this objective was met.'®?

2.60  However, the early closure of the program has had a range of negative
employment impacts. Minister Combet has acknowledged that:

...the decision to terminate the program prematurely has been influenced by
the conduct of a number of unscrupulous operators. Their behaviour has
resulted in widespread harm to legitimate businesses and the redundancy of
many employees.®®

Business distress

2.61  There has been significant distress among affected businesses as a result of
the negative consequences of HIP itself, including unjustified tarnishing of industry
reputations from its unexpected closure, as well as the government's April 2010
decision to renege on its February 2010 promise to establish a replacement program.
In short, the calamities concertinaed. For example:

I am the owner of a now destroyed insulation manufacturing and installing
business that has been operating for 16 years. | have done only two jobs
since the 19th Feb [2010].... | have spent over $30,000 keeping my
business afloat without income since Feb 19th, while waiting for the
announced new rebate program to begin on June 1% [2010], which didn't
happen... The Insulation Rebate program has left me with a legacy of a non
viable business, no income, a business loan established in May 2008
[9 months before the program began] against the equity in my family home
and now no means to repay it, expensive but now idle and valueless plant
and equipment, industrial shed rents and truck registrations to pay, future
advertising and vehicle lease commitments, excessive stock levels with no
value now etc, etc, etc... I now have to sell our home of 15 years in order to

61 DEWHA, Submission 19, pp 21-23. ICANZ, Submission 18, p. 10.

62  A. Hawke, Review of the Administration of the Home Insulation Program, 6 April 2010, p. xiii,
35.

63  Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2154,
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repay the loan and will be left with nothing after all of the associated losses
have been factored in. I am 57 years old. | am married and have 3 school
age children. Total immediate losses for me are well in excess of $350,000
plus the loss of my income... The Workers Adjustment package offered
little if nothing in the way of real assistance...*

2.62  There have been complaints about delays in payments from the government,
by both HIP installers as well as inspectors subsequently doing 'rectification' work
under the HISP and FISP programs.® According to media reports in late May 2010,
Minister Combet advised that about 100 000 claims had been paid out since the
closure of the program, and a further $50-60 million worth of claims were outstanding
but subject to investigation because they were incomplete of incorrectly completed.®
On 27 May 2010, DCCEE advised that there are about 50 000 outstanding invoices of
which almost half relate to compliance activities.®” On 15 June 2010, DCCEE advised
that about 31 000 claims under the Home Insulation Program had not been processed.
Of these, 6000 were incomplete and require clarification, and about 25 000 were being
withheld for investigation for possible fraud or non-compliance.®

2.63  In relation to FISP inspections, DCCEE has advised that it aims for a 30 day
turn around of payment of valid claims. To 25 June 2010 about 19 000 of the 24 000
claims received had been processed and paid, but some delays had occurred 'due to the
volume of claims received, a high proportion of incorrectly completed claims and
extra workload generated from duplicate claims'.®

Review of Home Insulation Program by Dr Allan Hawke

2.64  As already touched upon, the government asked former senior public servant
Dr Allan Hawke to conduct an independent review of the design and administration of
the Home Insulation Program.”

2.65  On the positive side, Dr Hawke found that:

64  R. Palfery, Submission 53. Similarly M. Delany, Submission 51.

65 P. Karvelas, 'Furious insulators to rally in Canberra’', The Australian, 24 May 2010, p. 4.
N Berkovic, 'Sparkies angry at delay on payments', The Australian, 10 June 2010, p. 7.

66  Australian Financial Review, 25 May 2010, p. 7.

67  Mr M. Bowles, Committee Hansard 27 May 2010 (Environment, Communications and the Arts
Legislation Committee, DCCEE Estimates hearing), p. 71.

68  Department of Climate Change and Energy Efficiency, Insulation update-15 June 2010.

69  Department of Climate Change and Energy Efficiency, Foil Insulation Safety Program,
www.climatechange.gov.au/government/programs-and-rebates/hisp/foil-insulation.aspx
(last updated 25 June 2010).

70  Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, pp 2155 and 2157.
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2.67

there were 'solid achievements' against the program objectives, including over
one million homes insulated, with the prospect of significant future savings in
energy bills;

for the first time there was a national focus on safety standards in the industry;
and

the partnership with Medicare was successful.

On the negative side, Dr Hawke found that:

despite some safeguards against fraud, no-one foresaw the possible extent of
potential malfeasance;

program management infrastructure and expertise at DEWHA were not
sufficient to support the at times unanticipated demands made on them;

a higher level of senior management oversight should have been assigned,

given the scale of the program, it demanded more attention from the Office of
the Coordinator General than it received,

many of the risks of the chosen delivery model could never be fully mitigated,
and remained high throughout delivery of the program; and

implementation of the audit and compliance framework lagged behind.”

As mentioned earlier, after considering the advice of Dr Hawke's review, the

government decided not to proceed with the home insulation component of the REBS.

Committee comment

2.68

As is demonstrated in the following chapters, the Home Insulation Program

markedly failed to deliver the potential benefits that the government promised would
flow from the program and, as a result of design and implementation failures, appears
to have left the insulation industry worse off than before the development of the HIP.

2.69

Concerns about the Home Insulation Program relate mostly to:

whether the program was adequately designed and managed to mitigate risks
identified during the program development phase; and

whether the responses to the hazards and improprieties that unfolded were
appropriate and effective.

These issues are discussed in the following chapters.

Recommendation 1

71

Dr A. Hawke, Review of the Administration of the Home Insulation Program, 6 April 2010,
p. 7ff.
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2.70  That a Royal Commission be held into the Home Insulation Program to
investigate the development and implementation of the Program, including:

. gross and systematic failures in the development and implementation of
the Program;

. planning and design of the Program, particularly the extent of
consideration given to it by relevant ministers and senior executives;

. the safety and fire risks resulting from the installation of insulation under
the Program;

. the adequacy of ministerial and senior executive oversight and
responsiveness to advice given or developments in implementation;

. the loss of life and injuries to untrained workers contracted under the
Program;

. given the haste, scale, unprecedented and other circumstances of the

implementation of this Program:

o« the adequacy of industry product standards and workplace
training;
o  the complete failure of workplace training;
. the extent to which pressures to deliver the Program as an immediate

economic stimulus measure were expressed or implied, by whom and how
they impacted appropriate program development and delivery; and

. the warnings received within or by the government in the months leading
up to and following the implementation of the Program.



Chapter 3

Issues relating to program design and administration

3.1 This chapter discusses how aspects of the program design, administration and
risk management contributed to the serious problems that arose during the Home
Insulation Program (HIP). It considers:

. the design and implementation timeframe;

. the adequacy of DEWHA's administration and resources;

. the adequacy of DEWHA's risk management;

. in particular, the adequacy of training and competency standards for installing
insulation;

. the effect of the maximum rebate and the Medicare billing model.

Design and implementation timeframe

3.2 The HIP was developed in the limited timeframe between the Prime Minister's
announcement on 3 February 2009 and the start of the fully developed program on
1 July 2009. The HIP was part of the $42 billion Nation Building and Jobs Plan
stimulus measure. A dominant, if not overriding instruction to the Commonwealth
Coordinator General (within the Department of the Prime Minister and Cabinet), who
oversaw the Nation Building and Jobs Plan, was to 'break red tape and get work
happening on the ground as quickly as possible'.*

3.3 This short time frame created significant and arguably insurmountable risks.
A risk assessment prepared by Minter Ellison for DEWHA in April 2009 (the Risk
Register) noted that the 'scale’ of the task was 'new' to the Department. It advised of
risks of ‘delays or total non-delivery; substantial increased costs; increases in other
risks including fraud and political fallout'.?

3.4 The Risk Register identified a number of mitigating actions — for example,
'simplify business model where possible to reduce time constraints’. However it
regarded the effectiveness of the proposed mitigating actions as ‘'weak’, and the
residual risk value after mitigating actions as 'extreme’. It suggested as an additional
action 'extend rebate scheme to 30 September [2009]".% The Risk Register is discussed
further from paragraph 3.39.

1 Nation Building Economic Stimulus Plan - Commonwealth Coordinator-General's Progress
Report 3 February 2009-30 June 2009, p. 12.

2 Minter Ellison, Risk Register and Management Plan, 9 April 2009, p. 1.

3 Minter Ellison, Risk Register and Management Plan, 9 April 2009, p. 1. 'Rebate scheme' refers
to the 'phase 1' program which operated until 30 June 2009, in which householders paid
installers and sought reimbursement from DEWHA.
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3.5 There is evidence that much of the pressure to roll out the program quickly
came from the Department of the Prime Minister and Cabinet. According to the
minutes of an industry consultation meeting on 18 February 2009, a representative of
the Office of the Coordinator General informed the meeting that '$2.7 billion worth of
funding is in part structured around the Government going into deficit for a short
period of time. Clear statements from Treasurer and the Prime Minister state that
funding is required to be spent within 2.5 years with a cap of $1600 per household."

3.6 Mr Mrdak (former Coordinator General) said in evidence:

The government had clearly set out a very ambitious program for the rollout
of a number of these infrastructure initiatives... The time frames were set
out in the National Partnership Agreement, which was agreed by COAG...
There certainly was a strong view by government and by senior officials
that we should continue to press on to meet the time frames that had been
set out by the government.”

3.7 The tight time frame was a significant factor in the choice to use a demand
driven model in which installers would register for the program, contract directly with
householders, and claim payment through Medicare.®

3.8 On Minter Ellison's suggestion to defer the start of the program by three
months, DEWHA commented:

[deferring the start date] was considered only in the context of the risk
which was put on the table by Minter Ellison. We addressed those risks
and, as a result, given the model which we adopted, there was no need to
make a deferral.’

3.9 Dr Hawke's review commented that 'while the model was delivered,
implementation of the audit and compliance framework lagged behind...'

...The opportunity to step back from the day to day management of the
program, ask hard questions and test assumptions was not taken until late in
proceedings. Resources were tied up with crisis management.®

4 ICANZ, answers to questions on notice from hearing 17 February 2010 (received
16 March 2010): minutes of a stakeholder consultation meeting 18 February 2009.

5 Mr M. Mrdak (former Coordinator General), Committee Hansard, 26 February 2010, p. 10.
Similarly Mr M. Forbes (DEWHA), Committee Hansard, 25 March 2010, p. 13.

6 DEWHA, Submission 19, p. 7. Mr M. Mrdak (former Coordinator General),
Committee Hansard, 22 February 2010, p. 11; 26 February 2010, p. 14, 37. Dr A. Hawke,
Review of the Administration of the Home Insulation Program, 6 April 2010, p. 26. Another
payment model had been considered in which DEWHA would manage delivery through
regional head contractors.

7 Mr M. Forbes (DEWHA), Committee Hansard, 22 February 2010, p. 61.

8 Dr A. Hawke, Review of the Administration of the Home Insulation Program, 6 April 2010,
pp xi—xii.
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Committee comment

3.10  The haste in rolling out the full program by 1 July 2009 was a major cause of
problems that subsequently arose. The government had clear and unambiguous
warnings of this in Minter Ellison's suggestion that the interim (reimbursement)
program should be extended by three months, in order to allow more time to properly
address the identified program risks.

3.11 It is clear that the Office of the Co-ordinator General, operating within the
Department of the Prime Minister and Cabinet with direct and regular reporting to the
then Prime Minister, Minister Arbib and the relevant sub-committee of the Cabinet
applied pressure to roll out the program quickly, in spite of the forecast risks.

3.12 By and large, federal bureaucrats do their professional best to implement the
will of the government of the day.

3.13  Due to a failure to comply with requests for the release of all briefings and
relevant information, coupled with understandable hesitancy of lower ranking public
servants to speak 'on the record’, the committee could not sufficiently test allegations
that junior to middle-ranking departmental officers issued early, repeated warnings to
senior departmental ranks. Nor could the committee satisfactorily test allegations such
as those aired on the Four Corners program® that such warnings went unheeded by
senior departmental officers, swept aside by government-dictated exigencies of haste
to get taxpayer dollars out the door.

3.14 In the absence of such 'testing’, and in any event, responsibility for any
bureaucratic shortcomings properly falls at the feet of respective Ministers and Prime
Ministers.

3.15 In the committee's view, then Prime Minister, the Hon Kevin Rudd, then
Deputy Prime Minister Gillard who was responsible for workplace training, and the
Minister Assisting the Prime Minister for Government Service Delivery, Senator
Arbib (who had oversight of fiscal stimulus spending), bear significant responsibility
for the consequences of the HIP, particularly due to their apparent role in placing
speed of delivery before the safety of implementation.

3.16  This is in addition to the responsibility borne by Minister Garrett, and the
responsibilities Minister Combet now has to neutralise the negative consequences of
the HIP. Regrettably in rejecting invitations to appear before the committee, these
Ministers failed to avail themselves of opportunities to provide evidence to the
contrary.

9 'A Lethal Miscalculation', Four Corners, ABC Television, 26 April 2010.
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Adequacy of DEWHA's experience, administration and resources

3.17 DEWHA very quickly began to experience the management, capability and
capacity risks identified by the Risk Register for DEWHA’s looming role in the
management of the HIP.%°

3.18 In short, the government tasked a bureaucracy better experienced and
equipped for policy development than program implementation, with defying forecast
risks to implement an unprecedented and ambitious demand-driven program largely
on the run and across the states.

3.19  The tight time frame for developing the full program exacerbated problems
DEWHA already faced. Before the HIP, DEWHA had little to no experience in
running a program of this size and nature. It did not have staff with any detailed
knowledge of the insulation industry. Management of the program was undertaken in
a division with significant other responsibilities (the Renewables and Energy
Efficiency Division). The relevant Deputy Secretary was also responsible for other
major portfolio activities including the Antarctic Division, the Marine Division, the
Land and Coasts Division, and Parks Australia Division.

3.20 A management structure more suitable to the size of the program, with
reduced responsibilities for the Deputy Secretary, was established only in
November 2009, by which time the HIP had run for about three quarters of its ultimate
duration.™*

3.21  While measures were taken to second staff both internally and from other
agencies with at least some relevant experience (eg the Australian Tax Office),
capacity issues remained significant throughout the program. Staffing numbers
ramped up during the period, but there was a heavy reliance on contracted staff.

3.22  According to Dr Hawke 'internal project management infrastructure and
departmental experience were insufficient to support the (at times unanticipated)
demands placed on them.'?

3.23  The frequent changes to the program details during the second half of 2009
created ongoing difficulties:

The program developed incrementally and reactively through this period...
These frequent changes increased complexity and often involved
transitional arrangements...that absorbed additional effort and resources,

10  For example, see items 3 and 4 of the Risk Register (see Appendix 6).

11  Dr A. Hawke, Review of the Administration of the Home Insulation Program, 6 April 2010,
pp 33, 59-60.

12 Dr A. Hawke, Review of the Administration of the Home Insulation Program, 6 April 2010,
p. 60.
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leaving DEWHA with more 'catch up' on top of day to day work and
process improvement.*®

DEWHA consultations

3.24 DEWHA consulted with stakeholder groups and with state/territory
governments in the first half of 2009 during the development of the ‘phase 2'
program.** Not all groups were happy with the level of consultation. ICANZ appeared
to be satisfied,"® but some of the smaller players were less satisfied. The Polyester
Insulation Manufacturers Association of Australia thought that the program was
'rushed and needed greater consultation.*® Mr Tikey of the Aluminium Foil Insulation
Association said:

We were never consulted right at the start. Had we been consulted and had
some of the areas we raised concerns about been taken on board, we would
not be where we are today.*’

3.25  Autex, a manufacturer of polyester insulation, in its submission argued that
‘until it was highlighted that ICANZ only represented the interests of the fibreglass
and rockwool industries, statements from this organisation were regarded by
government as representative of the industry as a whole."®

3.26  Dr Hawke reported that the states/territories felt they had had minimal input
during the development of the program, and they would have preferred more
engagement and a better flow of information.*®

Committee comment

3.27  The government's move to commission an independent review of the HIP (the
Hawke Review) was too little, too late and should have been undertaken earlier so that
the findings could be used to improve the HIP. Such a comprehensive, independent
assessment of the program structure and the capacity to deliver it should have been
undertaken at the beginning and used to inform the development of such a large and
untested program.

13 Dr A. Hawke, Review of the Administration of the Home Insulation Program, 6 April 2010,
pp xii and 8.

14  DEWHA, Submission 19, p. 7. Mr M. Forbes (DEWHA), Committee Hansard,
22 February 2010, p. 39.

15 ICANZ, Submission 18, p. 12.

16  MrJ. Liaskos (PIMAA), Committee Hansard, 17 February 2010, p. 3.
17 Mr B. Tikey (AFIA), Committee Hansard, 17 February 2010, p. 35.
18  Autex, Submission 10, p. 3.

19  Dr A. Hawke, Review of the Administration of the Home Insulation Program, 6 April 2010,
p. 17.
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Communications with ministers

3.28 DEWHA briefed Minister Garrett on the Home Insulation Program 62 times
between 6 February 2009 and 25 February 2010. The Department of Climate Change
and Energy Efficiency (DCCEE), which has taken over responsibility for the program,
refused to provide these briefs to the committee. In relation to ten briefs, DCCEE
claimed various public interests reasons for withholding the information. In relation to
the remaining 52 briefs, DCCEE gave no reason for refusing to provide them.” The
department referred the 52 briefs to Minister Combet for his consideration of these
matters. In relation to the 52 briefs the minister advised the committee that:

It is my view that they should not be released. | have come to this view on
the following two grounds. Firstly, as the Secretary of the Department of
Climate Change and Energy Efficiency noted in his letter of 1 April 2010 to
the Committee, there is a level of ambiguity about whether their release
would be in the public interest. In view of the Secretary's opinion, | have
decided that it would not be in the public interest to release documents
about which there is doubt. Secondly, it is my view that the documents are
deliberative in nature, and therefore pertain to the deliberative processes
involved in the functions of Government. Disclosure would therefore be
contrary to the public interest.?*

3.29  Neither of these claims meets the standard of past Senate practice. In response
to his claims, Clerk of the Senate, Dr Rosemary Laing provided advice to the
committee which states that:

Against this background, it is clear that the responses provided by Minister
Combet do not meet the standards set by past Senate practice. Ambiguity
about whether the disclosure of a document would be in the public interest
has never been accepted by the Senate as a ground for non-disclosure.
Paragraph (c)(4) of the Senate’s resolution of 13 May 2009 requires a
minister to consider whether the harm that may result from the public
disclosure of a document would also result from its provision to a
committee in camera. If there is ambiguity about this matter then the
committee may wish to press the Minister further and ask whether the
ambiguity could be addressed by provision of the documents to the
committee in camera.

The second ground that has been advanced by the Minister for
non-disclosure of the documents, namely, that they are deliberative in
nature and pertain to the deliberative processes involved in the functions of

20  Dr M. Parkinson (DCCEE Secretary), correspondence 1 April 2010. In relation to the 52 briefs,
the letter says that 'there remains a level of ambiguity about whether their release would be in
the public interest'.

21 Hon. G. Combet MP, Minister Assisting the Minister for Climate Change and Energy
Efficiency, correspondence 2 July 2010.
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government has also not been accepted by the Senate as a *“just and proper”
claim of privilege.?

3.30  According to evidence from DEWHA, Minister Garrett did not ask for, and
was not given, the Minter Ellison Risk Register until February 2010.>* DEWHA
explained that:

The standard practice is for departments to actually look into risk
assessment as part of good program design. By contracting Minter Ellison |
do not think we necessarily indicated to the minister’s office who we were
actually contracting but we certainly indicated we were undertaking
appropriate risk assessments and seeking the appropriate expertise in this
area to help us.?

[The minister] would have been advised, as I think he has indicated, that
there were risks in the program and that mitigation strategies would have
been put in place to deal with those risks.*

3.31  The extent of ministerial awareness of the early risks identified in documents,
such as the Risk Register, or of the problems that rapidly emerged with the program
are difficult to deduce given the refusal of the government to reveal contents of
briefings. However the committee does note that both DEWHA and the Office of the
Co-ordinator General acknowledged the provision of regular briefings about the HIP
to Ministers Garrett and Arbib respectively.?

Communication between ministers

3.32  Four letters from Minister Garrett to the Prime Minister concerning planned
changes to the program were mentioned in evidence. The letters, dated 14 August,
27 August, 28 October and 30 October 2009, had been first mentioned by the Prime
Minister in the House of Representatives. The committee sought further information
about the letters. DCCEE replied that they were 'of a Cabinet-in-Confidence nature’.’

On 12 May 2010 the Senate ordered production of the letters.?

22  Advice from the Clerk of the Senate to the Chair of the Senate Environment, Communications
and the Arts Committee, Senator Mary Jo Fisher, 9 July 2010.

23 Mr M. Thompson (DEWHA), Committee Hansard, 22 February 2010, p. 10. DEWHA, answer
to question on notice 5 from hearing 22 February 2010 (received 22 February 2010).

24 Mr M. Forbes (DEWHA), Committee Hansard, 22 February 2010, p. 8.
25 MsR. Kruk (DEWHA), Committee Hansard, 22 February 2010, p. 11.

26  DEWHA, answer to question on notice 11 from hearing 22 February 2010 (received
25 February 2010); and PM&C, answer to question on notice 2 from hearing 26 February 2010
(received 12 March 2010).

27  DEWHA, answer to question on notice 15 from hearing 25 March 2010 (received 4 May 2010).

28  House of Representatives Hansard, 11 March 2010, p. 2292. Committee Hansard,
25 March 2010, pp 47-8. DCCEE, answer to question on notice 15 from hearing
25 March 2010 (received 4 May 2010). Orders of the Senate No. 775 and 776 of 12 May 2010.
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3.33  On 27 May 2010 the government released the letters of 27 August, 28 October
and 30 October 2009, claiming that because much of the information was already in
the public domain, no public immunity interest was claimed. These letters brief the
Prime Minister about planned changes to the program conditions.?

3.34  The government continues to withhold the fourth letter (14 August 2009),
claiming that it formed an under the line submission to cabinet and therefore its
release would be contrary to the public interest, in keeping with the convention of
cabinet confidentiality.*

3.35 In the absence of evidence to the contrary, the committee is entitled to deduce
that the government considers that this letter contains information not yet in the public
domain. Given the extent of public concern about this program the committee again
urges the government, in the name of transparency and accountability to release this
letter and all other briefings, reports or correspondence relevant to the HIP.

Committee comment

3.36 It appears that the management structures needed within DEWHA to handle
such a large and complex program were not instituted until far too late. The committee
endorses Dr Hawke's comments which it reiterates:

The opportunity to step back from the day to day management of the
program, ask hard questions and test assumptions was not taken until late in
proceedings. Resources were tied up with crisis management. DEWHA is
not unique in this regard, but it is a lesson that is not easily learned by busy
departments under pressure to deliver large programs.™

3.37 In relation to briefs from the DEWHA to Minister Garrett, which the
committee requested, the committee records its strong dissatisfaction that DEWHA
has not provided these without giving adequate reasons. On 9 June 2010, pursuant to a
Senate Procedural Order, the committee sought the referral of these and other related
matters to relevant ministers.*

3.38 In the absence of evidence to the contrary, the committee can only conclude a
level of negligence on the part of ministers or senior officials that detailed information
on risks (including Minter Ellison's recommendation to defer the starting date) were

29  HonJ. Ludwig, Manager of Government Business in the Senate, correspondence to the
President of the Senate, 26 May 2010. The letters were received out of session on 27 May 2010.

30  HonJ. Ludwig, Manager of Government Business in the Senate, correspondence to the
President of the Senate, 26 May 2010. The letters were received out of session on 27 May 2010.
See paragraph 1.14.

31  Dr A. Hawke, Review of the Administration of the Home Insulation Program, 6 April 2010,
p. 18.

32 These letters were sent pursuant to the Senate's procedural order of continuing effect No. 8
concerning public interest immunity claims. See
www.aph.gov.au/Senate/pubs/standing_orders/d04.htm#8 (accessed 9 June 2010).
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either never communicated to or never acted on by the highest levels of the
government.

Adequacy of DEWHA's risk management
Minter Ellison's Risk Register

3.39 In mid-March 2009 DEWHA commissioned from Minter Ellison a risk
assessment of the program. The key outcome of this was a 'Risk Register and
Management Plan' which was received by the department in early April 2009.% It
listed many extreme and serious risks, and recommended mitigation measures to
minimise the probability that the unwanted outcome would occur. To take one
example:

Risk 5: Fraud: inadequate controls may allow fraudulent or inappropriate

behaviours:

» Ineligible people accessing the program

* Industry quoting above actual cost of job

» Households double dipping between Commonwealth, State and
Territory Programs above out of pocket costs

e Applicant accessing both SHWR and HIP programs

» Installer theft/ vandalism/ professionalism

» Internal/ staff member process integrity

Recommended Management Plan:

» Develop specific fraud strategy based on a capacity to outsource the risk

* Review processes to test specifically for control over possible
fraud/incorrect payments... [and five other dotpoints: see Appendix 6]**

3.40  The Risk Register listed 19 individual risks, which in summary were:*

1. Extremely limited time to determine and implement effective project
methodology and delivery/business model post 1 July 2009.

2. Procurement processes/timeframes; 1 July 2009 deadline for full
program; scale of task is new to Department.

3. Time available to develop and implement the program in a properly
controlled way may be inadequate.

4. Quality of installation/ control by installers and compliance structures
may be inadequate.

5. Inadequate controls may allow fraudulent or inappropriate behaviours

33 A companion document referred to in evidence as the 'risk assessment’ was tabled in the Senate
on 22 February 2010. The contents of the Risk Assessment document are repeated in full in the
Risk Register. See Appendix 6.

34 Minter Ellison, Risk Register and Management Plan, 9 April 2009, p. 2.
35  Some of these headings were enlarged with a few dotpoints not repeated here. See Appendix 6.
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6. Multiple policy goals, vested commercial interests may hamper the
efficient delivery of the program.

7. A variety of failures in the process, system, project deliverables etc may
have significant indirect political/ public confidence impact.

8. Inadequate planning and communication may create poor delivery of
communications strategy (internal and external).

9. Complex legal issues associated with the program may not be fully
understood or dealt with.

10. Capacity to develop, staff, control and deliver the program on time may
be insufficient.

11. The existing regulatory framework may not adequately support the
program'’s goals.

12. Industry's capacity to produce and deliver sufficient quality materials
and installations may be inadequate.

13. Actual outcomes (eg number of households included, long term
savings), may not eventuate.

14. Delivery structure may result in overcentralisation, poor allocation and
political/economic fallout.

15. Program may not achieve its objectives through poor uptake/program
awareness.

16. Training mechanisms: capacity/control over installer network skills may
be inadequate.

17. Risk of focussing on specific tasks and pressure groups may result in
inadequate attention to all stakeholders and their interests.

18. Structure of program may impact on capacity of the industry both in the
short and longer term.

19. Product quality may not be of adequate standard.

3.41  The Risk Register also listed relevant current activities, and gave an estimate
of how serious each risk was; how effective mitigation steps were likely to be; and
additional suggestions.

3.42  For example, in relation to risk 3 in the list above—the time to develop the
program may be inadequate for a desired 1 July 2009 rollout—the risk was estimated
as 'extreme’, the effectiveness of mitigating actions was regarded as ‘weak'; the
residual risk after mitigating action was regarded as 'extreme'; and the suggested

‘additional action plan' was 'extend rebate scheme to 30 September'.*

3.43  Minter Ellison advised that even after mitigating actions, six matters had a
'high’ or 'extreme’ residual risk, as follows:

36  Minter Ellison, Risk Register and Management Plan, 9 April 2009, p. 1.
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Table 2—Extracts of the Minter Ellison Risk Register of 9 April 2009

No. | Risk description®’ Risk today | Effectiveness Residual risk | Isresidual | Additional
of mitigators value risk value | action plan
tolerable

2 Procurement/licensing: Extreme Weak Extreme No Extend rebate
needs for entire program scheme to 30
duration to be September
determined and fulfilled 2009...
by 1/7/09

3 Time: time available to Extreme Adequate Extreme No Extend rebate
develop and deliver the scheme to 30
program in a properly September
controlled way may be 20009...
inadequate

5 Fraud: inadequate Extreme Adequate High Yes

controls may allow
fraudulent or
inappropriate behaviour

7 Political: a variety of Extreme Adequate Extreme No High level
failures in the process, political/
system, project stakeholder
deliverables etc may coordination
have significant political and monitoring
fallout required

10 | Internal capacity: Extreme Adequate High Yes

capacity to develop,
staff, control and deliver
the program on time may
be insufficient

11 | Regulation: the existing Extreme Weak High Yes
regulatory framework
may not adequately
support the program's
goals

3.44  The risks to the safety of persons and property, subsequently one of the
program's key shortfalls, are covered in the Risk Register under the heading
'installation quality and compliance'

[Risk 4] Risk description: Installation quality and compliance: quality of

installation/ control by installers and compliance structure may be

inadequate:

e poor quality installations

e compliance cost (to department or industry) may be excessive and
process may be ineffective

» safety — house fire/damage

* insufficient number of auditors

Risk today: Extreme

Recommended management plan:

» Consider these issues in developing the business model

37  Under each of these headings more detailed dot points were given. See Appendix 6.
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* Ensure business model transfers fraud risk from Commonwealth to
providers where possible and allows effective monitoring

» Develop effective processes for registration of installers. Cover both
financial viability and technical capacity in registration process

» Alternatively let third party contracts to do this; set up monitoring and
reporting processes to identify emerging provider stress

» Ensure contract structure provide capacity to monitor and take action on
poor performing providers

» Ensure installers are properly insured and consider requiring installers
to indemnify the Commonwealth against claims/loss arising from
installers' actions

* Review mitigation strategies in light of the agreed business model.

Effectiveness of mitigators: Strong

Residual risk value: Medium

Is residual risk value tolerable: Yes*®

3.45 DEWHA advised that the April 2009 Risk Register was updated over time.*
Later versions of the Risk Register used by the interdepartmental Project Control
Group in July, September and October 2009 noted the risk of ‘unsafe or incorrectly
installed product leads to fire/damage, injury or death’, and listed various ‘ongoing'
mitigating actions, including:

» Additional compliance audit activity

e Enhance compliance education activity including proactive
communications to educate installers on compliance requirements

*  DEWHA communication tools (guidelines, website, installer packs, call
centre) clearly explain policy requirements. Communications through
public relations is consistent and includes info about the quality of
materials.

* Mandatory training competency checking in desktop audits

» Liaise closely with DEEWR on management of installer skills...

» All companies to be responsible for ensuring supervision of staff in
their employ (liaison)...*

346 The Risk Assessment and the Risk Register (at 9 April 2009) are at
Appendix 6.

3.47 It is noteworthy that at the relevant item 4 in the April 2009 Minter Ellison
Risk Register the fire risk is dismissed with four words (‘'safety - house fire/damage’)

38  Minter Ellison, Risk Register and Management Plan, 9 April 2009, p. 1.
39  Mr M. Forbes (DEWHA), Committee Hansard, 26 February 2010, p. 63.

40 DEWHA/DCCEE, answer to question on notice 28 from hearing 26 February 2010
(received 5 May 2010). The quoted text is from a 1 October 2009 version. There were very
similar comments in 31 July and 17 September versions.
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and the electrocution risk is not mentioned at all (see paragraph 3.44).* The
recommended risk management actions depended strongly on uncertain future
conditions (for example 'review mitigation strategies in light of the agreed business
model’), and they had a strong focus on minimising the Commonwealth's
responsibility, rather than actually ensuring safe outcomes.

3.48  Training needs are mentioned elsewhere in the Risk Register;** but the most
obvious action to mitigate risks to personal safety—'ensure adequate training of all
personnel'—is not mentioned at item 4. This suggests that at this time risks to personal
safety were not being adequately considered.

DEWHA's management of risk

349 In April 2009, DEWHA established a Project Control Group with
representatives of the Commonwealth agencies involved. They were DEWHA,
Department of Education, Employment and Workplace Relations; and Department of
the Prime Minister and Cabinet; Medicare Australia; and the Australian Taxation
Office. The Department of the Prime Minister and Cabinet was involved in the form
of the Office of the Coordinator General which was responsible for monitoring
stimulus spending projects.*®

3.50 The Project Control Group met generally weekly from April to December
2009, with standing agenda items including the project's schedule, monitoring and
reporting, risk management, stakeholder management, communications and
compliance.**

3.51  Commenting on risk management in evidence, DEWHA emphasised that the
risk assessment was not a prediction of what would happen (with implication that the
government would be negligent for persevering over its strong warnings), but rather a
prudent hypothetical of what might happen in the absence of preventative action.*
DEWHA argued that as the program rolled out 'significant measures were put in place
systematically and progressively in an effort to manage those risks'—for example, in
using the Medicare system for payments.”* DEWHA admitted that the short
timeframe for implementing the program (which Minter Ellison had flagged as
creating an 'extreme’ risk) was ‘challenging':

41  The treatment of these risks was strengthened in later versions of the risk register, as noted at
paragraph 3.34.

42  Minter Ellison, Risk Register and Management Plan, 9 April 2009, p. 4, item 16.

43 The Department of Human Services was also involved for a period. DEWHA, Submission 19,
p. 22. DEWHA/DCCEE, answer to question on notice 28 from hearing 26 February 2010
(received 5 May 2010). Mr M. Forbes (DEWHA), Committee Hansard, 22 February 2010,

p. 16.

44 Mr M. Forbes (DEWHA), Committee Hansard 25 March 2010, p. 3.
45  For example Ms R. Kruk (DEWHA), Committee Hansard, 26 February 2010, p. 60.
46  MsR. Kruk (DEWHA), Committee Hansard, 22 February 2010, p. 3.
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It was an ambitious program. Basically, the issue was to use a range of
strategies to minimise that risk...the risks of the program were consistently
discussed with the minister. The time frame in which it was being rolled out
was one component of those and that was actually quite influential in the
selection of the business model that was ultimately rolled out, as | indicated
in relation to Medicare.*’

3.52  Commenting recently on DEWHA's risk management strategy, Minister
Combet argued that 'the level of demand created significant difficulties not only for
the administration of the program but also for the management of audit and
compliance...'

...During the program design process, potential risks were canvassed in the
Minter Ellison report received by the department in April 2009. Attached to
each of the risks identified in the report were proposed mitigation actions.
The risk register tracked these actions. | am advised that this information,
along with other inputs, informed the overall program design.
Notwithstanding the best endeavours of those responsible for the program
design, the behaviour of unscrupulous operators led to the realisation of a
number of these risks in the delivery of the program—most notably
concerning the quality of installations and fraud.*

3.53  Dr Hawke's recent review of the HIP, commenting on the 'high' and 'extreme'
residual risks, said:

The first two of these risks and the last ['needs for entire program duration
to be determined and fulfilled by 1/7/09'; 'time available to develop and
deliver the program in a properly controlled way may be inadequate’; 'the
existing regulatory framework may not adequately support the program's
goals' - see paragraph 3.43] were addressed by the revised delivery model,
but t%e remainder were risks that had to be managed through the life of the
HIP.

3.54  Dr Hawke commented generally on DEWHA's risk management:

DEWHA established a strong risk management framework and then had in
place a number of mechanisms to address and mitigate the risks...When
issue arose, DEWHA and the Minister worked quickly to address
them...Warnings were heeded; however this was largely reactive. Internal
management structures, particularly early in the program, did not provide
the necessary senior management oversight or allow for considered review
at appropriate times. A program of the profile and significance of the HIP

47  MsR. Kruk (DEWHA), Committee Hansard, 22 February 2010, pp 21 and 33. Similarly
Mr M. Mrdak (former Coordinator General), Committee Hansard, 26 February 2010, pp 12ff
and 37.

48  Hon. G. Combet, Minister assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2155.

49  Dr A. Hawke, Review of the Administration of the Home Insulation Program, 6 April 2010,
p. 32.



39

involving an industry that had minimal regulation warranted very close
attention. It is acknowledged, however, that some of the issues flowing
from the extreme level of demand could not be anticipated.®

Committee comment

3.55  For a program of the HIP's nature, Minister Garrett should have requested the
conduct of a risk assessment, a copy of it once done, and an action plan identifying
how each risk was being addressed, when and by whom. The Risk Register should
have been provided to Minister Garrett earlier than February 2010 for his
consideration and government action. The extent to which important information was
allegedly not shown to the minister appears reflective of a 'don't show—don't tell’
culture.

3.56  In the committee's view the government's risk management activities through
DEWHA fell breathtakingly short. It failed to anticipate or respond with sufficient
urgency to the extremely high risks created by the haste, scale, demand-driven and
national roll-out of an ambitious program involving an industry with standards and
rules, simply inadequate for a program for which the government's overriding goal
was to drive demand and rapidly rollout such a large program.

3.57  These risks were sufficiently flagged in Minter Ellison's April 2009 Risk
Register and had been raised with the government by various industry stakeholders as
early as February 2009.

3.58  The committee comments particularly on the electrical and fire risks which
have since become a critical concern. Industry associations had raised these risks as
early as February 2009. For example concerns were raised:

. by the National Electrical and Communications Association (NECA),
February 2009: 'There is a significant risk of electrical equipment overheating
especially in the event of downlights in ceilings being covered if insulation is
installed inappropriately';>*

. at stakeholder meeting, 18 February 2009: '...in New Zealand...a similar
program had to be suspended because three people electrocuted themselves';*
. by NECA to Minister Garrett, March 2009: 'Whilst not the only safety issue

by far the most dangerous is the risk of fire associated with installing thermal

insulation over or in close proximity to recess luminaires';>

50 Dr A. Hawke, Review of the Administration of the Home Insulation Program, 6 April 2010,
p. 43.

51  NECA, Submission 39, attachment, media release 16 February 2009.

52  ICANZ, answers to questions on notice from hearing 17 February 2010 (received 16 March
2010): minutes of a stakeholder consultation meeting 18 February 2009, p. 5.

53 NECA, Submission 39, attachment, letter to Minister Garrett 9 March 2009.
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. by Master Electricians Australia in May 2009: '...incorrectly installed

insulation created a very serious fire risk, especially in older homes'.>*

3.59  From the evidence presented to the committee it is clear that DEWHA and
government ministers received various written and oral warnings of the serious risks
posed by the program prior to its large-scale deployment in July 2009. It is also clear
that these warnings were either ignored or not taken sufficiently seriously at the
Cabinet or departmental level, in the rush to commence this flawed and ill-conceived
stimulus measure.

Adequacy of training and installation standards

3.60  The required training and work standards in the program are summarised at
paragraphs 2.25ff. DEWHA submitted that comprehensive safety requirements were
always fundamental to the program:

. Supervisors were required to have training (this had never before been
required in the retrofit insulation business), and to comply with state/territory
occupational health and safety laws.™

. Training materials were developed with the advice of industry stakeholders.

. Training materials covered the full range of hazards. For example, the
installers pocket book issued in August 2009 gave detailed warnings in
relation to electrical and fire safety. Safety warnings were upgraded in a new
edition of the pocket book released in November 2009.

. Installations had to comply with the relevant Australian Standards for
insulation materials and installation. The standards included requirements for
clearances around downlights.>® *’

Submissions on training and competency standards for installing insulation

3.61  Submissions generally approved of the new training standards and training
materials, and stressed that they were an advance in a business which had previously

54  Master Electricians Australia, Submission 20, attachment, media release 18 May 2009.

55  The program rules were strengthened to require training for all person involved in installation
(not only supervisors), from 12 February 2010. In South Australia installers must be licensed.
DEWHA, Submission 19, pp 5and 9.

56  DEWHA, Submission 19, pp 7-8, 26ff. Construction and Property Services Industry Skills
Council, Submission 5. Mr M. Hoffman (Department of the Prime Minister and Cabinet),
Committee Hansard, 26 February 2010, p. 25.

57  AS/NZS 4859.1:2002, Materials for the thermal insulation of buildings. AS 3999-1992:
Thermal insulation of buildings - bulk insulation - installation requirements. AS/NZS
3000:2007 Electrical installations (known as the Australian/New Zealand Wiring Rules). In
relation to clearances around downlights, the more stringent requirements of AS/NZS
3000:2007 applied, before downlights covers were made compulsory from 2 November 2010.
Note that there is no Australian Standard for installation of foil insulation.
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not had any training or licensing requirements (except in South Australia, which has
licensing requirements for insulation installers).>®

3.62

3.63

3.64

South Australia was the only state that had a requirement for installers to be
licensed, but still had to deal with 'fly-by-nighter' installers who worked illegally.>®

A key issue was how well any trade-related competencies were actually
transferred to workers in the roof cavity. Some witnesses thought the main concern
was that all personnel involved in installation, not only supervisors, should have been
required to demonstrate trade-related competencies. For example:

It [was] not mandatory for all installers to have insulation-specific
competencies (only for the supervisor). In practice, this [meant] that a
supervisor [could] have a large crew of untrained people performing the
installations and just ‘swing by’ each installation to sign off on the form.®

While in the past the industry had always relied on staff learning how to
work safely on the job, it appears that this was no longer good enough with
so many new staff — and, more importantly, new companies — in the
system.®

Witnesses suggested that brief formal training could not adequately

supervised experience:

What we should have was a condition such that, every time a worker goes
in a roof, there should be at least one person there who is either a
tradesperson, or who has at least six months experience in the industry, who
has danger sense. You cannot teach that in six hours or in two days...
Youngsters do not know that.®?

Most of us in the insulation industry would not have allowed our installers
to go out only having been on a two-day course.®®

58

59
60
61
62

63

Amalgamated Metal Industries, Submission 25, p. 2.

replace

For example Australian Cellulose Insulation Manufacturers Association, Submission 8, p. 2.
ICANZ, Submission 18, p. 13. In South Australia insulation installers (persons or businesses)
must have a building work contractor's licence with insulation in its scope, and must nominate a
registered supervisor/s who will be present for all work and who has insulation in their scope of
competencies. This requirement predates the Home Insulation Program. Department of the
Prime Minister and Cabinet, answer to question on notice 9 from hearing of 26 February 2010
(received 12 March 2010).

Mr Rod Hook, South Australian Coordinator General, ABC Radio Adelaide, 11 February 2010.
Sky green, Submission 12, p. 10.

Mr M. Bostrom (Amalgamated Metal Industries), Committee Hansard, 17 February 2010,
p. 51.

Mr A. Arblaster (Australian Cellulose Insulation Manufacturers Association),
Committee Hansard, 17 February 2010, p. 21.
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3.65

Up until this stage [October 2009] the training was scant to non-existent for
most installers, and as there were many new entrants into the market very
few had experience to fall back on.®*

At the same time, exemptions from competency requirements defied logic and

were seen to give a 'free pass' to a number of trades which seem to have limited direct
dealings with insulation:

3.66

Stupid thing is if you have a trade, ie; brick layer, you are exempt. What
does a brick layer know about installing insulation materials???%

There was criticism of ‘tick and flick' forms, such as the mandatory risk

assessment template that was used from 2 December 2009:

3.67

The latest tick-and-flick sheet is too large, too black-and-white and too
technical... More likely as they are paid by the job, they would tick and
flick without checking — take the risk, as they knew no-one would ever
check.®®

There was implied criticism of training materials as likely to be too

complicated for the intended readership:

The Government did accept recommendations from industry and training
experts in the revision of the training materials and associated risk
assessment forms, to include visual aids to assist those without a firm grasp
on the English language. It is unfortunate that these changes appear to be a
case of too little, too late.®’

3.68 In relation to installation standards, particular criticisms or suggestions

included:

. there should have been a mandatory requirement to turn off the power before

entering the roof;®

. plastic staples should have been mandated;® and

. there should have been an electrical inspection before installation.™

64  Master Electricians Australia, Submission 20, p. 3.

65  AFIA, Submission 23, p. 6.

66 K. & C. Fuller, Submission 43, pp 4-5.

67  National Electrical and Communications Association, Submission 39, p. 4.

68 K. & C. Fuller, Submission 43, p. 3.

69 K. & C. Fuller, Submission 43, p. 5 & attachment: New Zealand Ministry of Economic
Development, Installing under floor thermal insulation - electric shock hazard, 21 June 2007.
See www.energysafety.govt.nz/templates/Page 27749.aspx (accessed 29 April 2010). Mr &
Mrs Fuller noted that in New Zealand they have been strongly recommended since 2007, after
electrocutions from using metal staples.

70  National Electrical and Communications Association, Submission 39, p. 3. Mr M. Bostrom

(Amalgamated Metal Industries), Committee Hansard, 17 February 2010, p. 53-4.


http://www.energysafety.govt.nz/templates/Page____27749.aspx
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3.69 The National Electrical and Communications Association (NECA)
recommended in February 2009 that a licensed electrician should check wiring before
installation. NECA suggested this again at an industry consultation meeting on
12 November 2009, after the first death linked with the program, but told the
committee that 'the response to this suggestion was that there was not enough money

available'.”

3.70  On the other hand, ICANZ did not support compulsory electrical inspections,
as 'experienced insulation installers know what to do and have managed this safely

over the years'.”

Committee comment

3.71  The committee acknowledges DEWHA's efforts to establish some training
standards in an industry which had not had them previously but finds these efforts to
be grossly inadequate given the scale of inexperienced start-up operations that were
anticipated under the HIP.

3.72  Shortcomings in the detail of formal training and competency requirements
were exacerbated by a systematic failure to adequately implement, enforce and
communicate to the industry and workforce.

3.73  In the committee's view DEWHA did not adequately respond to the high risk
created by the huge influx of inexperienced workers. As submissions commented:

Master Electricians Australia knew from its more than 70 vyears
representing the electrical contracting industry that if you combined
unskilled labour with electrical cabling then tragedy would not be far
away.”

The competency based training that was implemented should have been
satisfactory, however the inconsistent delivery of this training, and the large
amount of exemptions, meant that the training was not enough.”

3.74  Arguably the key mistake was failing to ensure from the outset that all
personnel involved in installation (not only supervisors) were properly trained.” It
was not adequate to allow a trained/qualified registered installer to oversee what could
be an unlimited number of untrained workers. In this situation it was unreasonable and
irresponsible to assume that written warnings about fire and electrical safety would
effectively reach the actual workers in the roof.

71  National Electrical and Communications Association, Submission 39, p. 3.
72 ICANZ, Submission 18, p. 17.

73 Master Electricians Australia, Submission 20, p. 3

74  National Electrical and Communications Association, Submission 39, p. 4.

75  Arequirement for all personnel involved in installation to be trained took effect from
12 February 2010.
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3.75 It was counter-intuitive to exempt from training requirements a number of
building trades which had little direct experience with insulation yet were now likely
to interface with it.

3.76  Stakeholders gave both DEWHA and the government strong warnings of
these risks from as early as February 2009. Similar warnings were expressed in a
stakeholder consultation meeting on 18 February 2009.”° Neither DEWHA nor the
government paid enough attention to these warnings. Making the standards more
stringent in the last few months of the program was too little, too late.

3.77  The fact that the authorities felt the need to amend the installers' pocket book
extensively after the first program-related fatality in October 2009, to upgrade the
warnings on electrical and fire risks, does not inspire confidence in the adequacy of
the earlier edition.

3.78 The committee expresses its deep concern and disappointment about
DEWHA's and the government's failure to adequately minimise risks or respond
effectively to the first tragic fatality in October 2009. It was not until February 2010
that the training requirement for all installers took effect.”” It appears that the option
of mandating safety switches as a condition of participation was never considered.
Similarly, despite the best endeavours of the Fuller family, the simple step of
requiring the household's power to be switched off during installation was never
mandated.”® Steps along these lines may have helped avoid at least one of the
subsequent fatalities. The committee finds this both tragic and deplorable.

3.79  The committee is not expert in insulation or electricity. However, it considers
it incumbent upon the government to counter criticism that the government should
have mandated:

a. turning off the power before entering the roof; "

76  ICANZ, answers to questions on notice from hearing 17 February 2010 (received 16 March
2010): minutes of a stakeholder consultation meeting 18 February 2009.

77  This requirement was announced on 30 November 2009: Hon. P. Garrett, Minister for the
Environment, Heritage and the Arts, Insulation safety standards to get a further boost, media
release, 30 November 2009.

78 K. & C. Fuller, Submission 43, p. 3. Turning off the power was discussed, or suggested as a risk
mitigating action, in some of DEWHA's installer advices and in the risk assessment template
which applied from December 2009. However it was never explicitly mandated. See installer
advice no. 11, 19 October 2009, and no. 12, 26 October 2009. The committee notes that turning
off the power during installation would not prevent a stapled wire from enlivening foil
insulation when the power is turned back on, which would create an ongoing hazard.

79  This was recommended by the manufacturer of the product which was being installed by
Matthew Fuller, who was electrocuted on 14 October 2009. K. & C. Fuller, Submission 43,
attachment, Silvercell building insulation fitting instructions.
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b. the use of plastic staples with foil, as had been recommended in New
Zealand since 2007;%° and

c. a condition of HIP insulation that a house had a safety switch (residual
current detector).®

3.80  In the committee's view, by October 2009, DEWHA and the government had
received sufficient written and oral warnings of the serious risks posed by the program
that it should have been suspended immediately following the first fatality. However,
disturbingly, these warnings were either ignored or not taken sufficiently seriously.
Again, the desired speed of spending appears to have superseded safety
considerations.

The maximum rebate and the Medicare billing model

3.81  According to DEWHA, industry estimates at the time of the announcement of
the HIP indicated the cost of installation could range between $660 and $1600 per
dwelling.®® When the program was launched the maximum rebate was set at the upper
end of this range, that is $1600.

3.82 DEWHA said that this provided ‘the greatest scope for strong take-up by
eligible households. This was designed to achieve maximum impact in line with the
economic stimulus and employment objectives of the program.’®® DEWHA advised
that a study commissioned by ICANZ had estimated that the average cost of insulating
a home would be $1200; and subsidies at the lower end of the spectrum (ie towards
$660) would not be likely to create enough demand for the program to achieve its goal
of insulating enough houses in the two year time frame.®

3.83  ICANZ estimated in 2007 that an average home would cost from $1200 to
$1500 to have ceiling insulation professionally installed, and a $500 rebate could
achieve a 28 per cent uptake over 3 years. ICANZ submitted that 'in order for the
government to achieve a high initial take up, and the objectives of creating jobs and
insulating all uninsulated housing stock, a rebate of up to $1600 was necessary to get

80  New Zealand Ministry of Economic Development, Installing under floor thermal insulation -
electric shock hazard, 21 June 2007.

81 A safety switch detects current flowing through the body and cuts the electricity supply to
prevent injury. Safety switches are now compulsory in new homes and new circuits in existing
homes. A safety switch may not protect all wiring and does not protect against all faults.

82  DEWHA, Submission 19. p. 14. The program was announced on 9 February 2009.
83 DEWHA, Submission 19. p. 14.

84  Deloitte Insight Economics, An economic assessment of the benefits of retrofitting some of the
remaining stock of uninsulated homes in Australia. Summary of ICANZ's $500 subsidy
proposal. June 2007, p. 6.
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full participation.' ICANZ submitted that with a $1600 maximum most people would
have paid nothing.®

3.84  After extensive allegations of profiteering and abuse, the rebate was reduced
to $1200 from 2 November 2009. DEWHA said that this 'recalibrated the level of
assistance in line with increasing consumer confidence'. The average claim between
1 July and 6 December 2009 was $1389.%

3.85  The evidence suggests that the scheme in which installers claimed the rebate
directly through Medicare was chosen primarily to facilitate rolling out the program in
a tight time frame. However it had the effect that householders, as well as paying
nothing if the cost was below the maximum rebate, would not be out of pocket at any
time. This was probably a significant driver of the huge increase in demand once this
system started on 1 July 2009 (see Figure 1 at paragraph 2.50).

3.86  Many submissions argued that the excessive emphasis on ‘free insulation' was
detrimental. For example United Bonded, submitted that:

The EEHP has had an enormous take up because it offers "free" insulation
rather than necessarily because of the utility or efficacy of the program as a
nation building tool or as a mechanism to reduce energy consumption and
greenhouse gas emissions.®’

3.87  The Polyester Insulation Manufacturers Association of Australia suggested
that requiring a co-payment would have encouraged 'buy-in' by householders:

Introduce the requirement for a co-payment within the scheme requiring the
householder to, say, pay the first 25 per cent of the cost of insulation (less
than 12 months payback, and which could be funded by the green loans
scheme) so that there is a return to rational decision making behaviour of
consumers and some “buy-in” from them in the outcome.®

3.88  Dr Hawke's review commented that ‘the lack of an upfront payment and no
requirement for quotes (between June and November 2009) meant there was little
incentive for householders to take the normal level of responsibility for the quality and
performance of the installers.'®

85 ICANZ, Submission 18, p. 11. Mr D. D'Arcy (ICANZ), Committee Hansard, 17 February 2010,
p. 72

86 DEWHA, Submission 19, p. 15
87  United Bonded, Submission 9, p. 3.
88  PIMAA, Submission 11, p. 6. Similarly Autex, Submission 10, p. 6.

89  Dr A. Hawke, Review of the Administration of the Home Insulation Program, 6 April 2010,
p. 29.
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Committee comment

3.89 Arguably many of the problems of the program resulted from the
government's role, in and quest for, driving demand, culminating in an overwhelming
deluge in the second half of 2009. In terms of market-place drivers, it seems to have
been driven more by marketing by installers, taking advantage of the fact that
installations were free for most dwellings, than by the initiative of householders.

3.90 As householders had no motivation (and almost certainly no expertise) to
check the quality of the work, it left the way open to program abuses by unscrupulous
newcomers to the industry who encouraged a large influx of inexperienced installers.
This in turn was a contributor to the deaths, safety risks and other poor program
outcomes described in more detail in chapter 4.

3.91  The committee considers it incumbent on government to explain why it did
not spread the program over a considerably longer time frame and promote ‘buy-in' by
householders by:

. reducing the level of the subsidy offered;

. requiring a co-payment, that is the householder pays some part of the price;
and/or

. requiring the householder to pay the price of installation upfront and then be

reimbursed a portion of the price.

3.92 The committee finds that the excessive value of the initial $1600 rebate
(above the industry average at the time) was always going to promote profiteering
and, with it, bring about the low standards, short cuts and shonks that inevitably come
from those solely attracted by a ‘quick buck'.

3.93  The committee further finds that effectively making insulation 'free' for a
period of time was never likely to provide lasting benefits to the industry as it was
structured to create a boom-bust cycle, without leaving consumers with any
understanding or appreciation of the real ‘value equation’ that underlies the installation
of insulation.

3.94 A reimbursement or co-payment scheme might have moderated demand and
may have helped to deliver some longer term sustainability. However, it is unlikely of
itself to have seen improved long term environmental effects or to have reduced risks
to installers and householders without commensurate higher standards.
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Chapter 4

Other issues affecting program outcomes

4.1 This chapter discusses the problems and concerns that arose during the Home
Insulation Program (HIP), and where relevant, DEWHA's responses to them at the
time.

4.2 The main matters raised in submissions concerned:

. the safety of insulation once installed, particularly electrical and fire safety;

. the level of fraud and abuse, including non-compliant installations, associated
with the influx of new installers;

. the level of imported materials, including complaints that imported materials
were often non-compliant with Australian Standards;

. the adequacy of consumer advice concerning the different types of insulation;
and

. the adequacy of the program for low income earners, particularly renters.

The safety of work carried out under the program

4.3 Typically, electrical risk arises where there are pre-existing faults in wiring in
the roof space (for example, old wiring with degraded sheaths or exposed
connections); or where wiring is damaged during installation; or where wires are
breached by fixings such as metal staples. The risks are greatest where aluminium foil
is installed improperly as the foil is a conductor of electricity.*

4.4 Fire risk arises where insulation covers wiring or devices such as transformers
which should be ventilated to dissipate heat,? or where insulation is placed close to
downlights without adequate clearance or downlight covers.

4.5 The HIP has been associated with the deaths of four installers, three by
electrocution and one by heat exhaustion. As at 16 June 2010, HIP installations have
also been linked to 174 house fires across Australia since October 2009.

4.6 A recent targeted inspection of 15 000 HIP-insulated homes found that 7.6 per
cent had fire safety hazards. The government indicated that this result may not be

1 Master Electricians Australia, Submission 20, p. 3. Hon. P. Garrett, Minister for the
Environment, Heritage and the Arts, Foil insulation suspended from Home Insulation Program,
media release, 9 February 2010.

2 The problem of heat dissipation from wires applies to older wiring. Dr R. Aynsley,
Committee Hansard, 17 February 2010, p. 27.
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representative of all HIP installations, since inspections to date have to some degree
targeted installations by firms with a poor compliance record.’

Submissions on electrical risks

4.7

The National Electrical and Communications Association (NECA) advised

that it had given early warning of the risks arising from an influx of unskilled labour:

4.8

4.9

As early as 16 February 2009, NECA provided advice and clear warnings
to the Government regarding safety issues related to the installation of
insulation...*

NECA also recommended mandatory electrical safety inspections:

[In February 2009] We also strongly recommended a licensed electrical
contractor be consulted to ensure that existing electrical wiring and other
installations are protected... NECA did participate in a meeting on
12 November 2009 where again we suggested the involvement of a licensed
electrician to sign off on any installation. The response to this suggestion
was that there was not enough money available.”

Master Electricians Australia in October 2009 also called for far greater

training for installers on the correct installation techniques when working around
electrical cables.®

4.10

On the other hand ICANZ did not support calls for an electrician to attend

every job for a preliminary safety inspection:

411

We submit that in dealing with this issue, common sense must also prevail.

Generally, insulation batts do not create electrocution risks and experienced

insulation installers know what to do and have managed this safely over the
7

years.

Foil industry interests argued that foil has been used safely for 50 years, with

the implication that the recent fatalities associated with foil have been caused by the
influx of inexperienced workers.® Other submissions argued that foil should not be
made the scapegoat for pre-existing electrical problems.®

o N o o1 b~

Hon. G. Combet, Minister assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2153.

National Electrical and Communications Association, Submission 39, p. 3.
National Electrical and Communications Association, Submission 39, p. 3.
Master Electricians Australia, Submission 20, p. 3

ICANZ, Submission 18, p. 16.

Amalgamated Metal Industries, Submission 25, p. 2. Mr B. Tikey (Aluminium Foil Industry
Association), Committee Hansard, 17 February 2010, p. 78. Mr T. Renouf (Wren Industries),
Committee Hansard, 17 February 2010, p. 78.

Ultrashield Insulation, Submission 40. Silverline Insulation, Submission 41.
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412  Mr and Mrs Kevin and Christine Fuller (parents of the first installer to be
electrocuted), submitted that training standards based on a registered, trained person
supervising an unknown number of untrained workers were inadequate. They
submitted that 'tick and flick' risk assessment forms were 'too large...too technical'
and were 'designed to absolve the government'. The Fullers also argued that state and
territory health and safety regulators, which the program relied on to a large extent to
oversee health and safety issues, were under-resourced to cope with the program:

Workplace Health and Safety departments around the country stated early
on that: 'It doesn't matter how perfect your regulations are going to look on
paper, we simply to do not have the wherewithal, the manpower, the
expertise to deliver on this."?

4.13  The Fullers noted that there was no requirement to turn off the power before
entering the ceiling, even though this was recommended by the manufacturer of the
product which Matthew Fuller was installing.™*

Submission on fire risks post installation

4.14  The National Electrical and Communications Association (NECA) warned of
the fire risks, both publicly by media release and by letter to Minister Garrett, in
February and March 2009:

[Halogen downlights] run at very high temperatures and the incorrect
installation of thermal insulation nearby has been the cause of many fires...
The Australian Standard dealing with the installation of electrical
equipment now has specific requirements for clearance of thermal
insulation from such lighting sources. The problem is not insurmountable
and special protective barriers are now commercially available to ensure
that these minimum distances are maintained.*?

4.15  The Master Electricians Australia also gave early warnings of the fire risks:

As early as 18 May 2009...MEA issued a media release warning of the
dangers of house fires being caused by the incorrect installation of woollen
batts.*®

416 ICANZ submitted that the fires which have occurred resulted from human
error and from not following the required Australian Standards:

Ceiling fires and electrocution occurred prior to the EEHP. The increase in
the number of ceiling fires and electrocution are a result of the significant
increase in the number of jobs undertaken.™

10 K & C Fuller, Submission 43, p. 6.
11 K & C Fuller, Submission 43, pp 3-5.

12  National Electrical and Communications Association, Submission 39, attachment, letter to
Minister Garrett, 9 March 2009.

13 Master Electricians Australia, Submission 20, p. 3.
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417 ICANZ also submitted that all insulation materials should either meet
Australian Standard 1530.1 for non-combustibility, or should require downlights
covers as well as a clearance space.™

4.18 From 2 November 2009 the HIP mandated covers over downlights and other
ceiling appliances, although this is not required by Australian Standards.*®

419 At the time NECA tendered its submission to the inquiry (19 February 2010),
it argued that the government should urgently consult with industry on how to address
the increased potential for ceiling fires. It noted the increased level of urgency by
stating:

As summer finishes, earlier sunsets and colder temperatures will increase

the use of downlights and ceiling heating devices such as those used in
bathrooms.*’

4.20  The Construction and Property Services Industry Skills Council commented
generally on the risks inherent in the construction industry and specifically the
insulation industry:

Commonsense in the workplace, quality training by providers and
employers and employees taking responsibility for their own workplace
safety is the way to reduce further fatalities. The Construction industry is
high risk with an average of 35 fatalities a year in Australia despite great
OH&S standards and severe penalties for non compliance. With up to
10,000 homes a day being insulated and people working in confined spaces,
with heat issues, close to electrical wires and at heights there remains the
risk of further injuries.™®

DEWHA's response to emerging problems

4.21  The training and installation requirements relevant to safety are described at
paragraphs 2.25ff and discussed at paragraphs 3.60ff. In summary: supervisors were

14 ICANZ, Submission 18, p. 17.
15 ICANZ, Submission 18, p. 16.

16  Hon. P. Garrett, Minister for the Environment, Heritage and the Arts, Insulation changes:
safety, consumer protections and value for money, media release 1 November 2009. The
relevant Australian Standard is AS 3999-1992, Thermal insulation of dwellings - bulk
insulation - insulation requirements. This requires only a gap of 25mm around downlights. The
more recent AS/NZS 3000:2007 (the Wiring Rules) requires greater clearances. The HIP
program guidelines, before the 2 November change, required installers to follow the Wiring
Rules in relation to downlights. There is concern among industry stakeholders that AS3999
should be amended, and Standards Australia is now consulting stakeholder groups about this.
Standards Australia, Submission 26, p. 2; answers to questions from hearing 17 February 2010
(received 15 March 2010).

17  National Electrical and Communications Association, Submission 39, p. 5
18  CPSISC, Submission 5, p. 2.
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required to have training; training materials were developed which covered the range
of hazards; and installations had to comply with the relevant Australian Standards.

4.22  Shortly after the first fatality (which occurred on 14 October 2009), safety
warnings were upgraded in a new edition of the installers pocketbook released in
November 2009. Around 20 000 copies were sent to registered installers and
registered training organisations. Around this time DEWHA also issued a major alert
to all installers by SMS, email and the 'installer advice' newsletters posted on the
program's website.®

4.23  Additional safety measures were put in place on 2 November 2009:

. a ban on metal fasteners for foil insulation;
. mandatory downlight covers; and
. a targeted electrical safety inspection program of foil installations in

Queensland.?

4.24  From 1 December 2009 a mandatory formal risk assessment of every
installation was required. This involved filling in a form which prompted the installer
to look for the listed hazards, and gave advice on how to respond to them.?

4.25  On 9 February 2010 Minister Garrett suspended the use of foil insulation from
the program citing concerns about electrical safety where foil is not properly
installed.”? On 10 February 2010 Minister Garrett announced that all of the
approximately 50 000 houses that had foil insulation installed under the program
would have an electrical safety inspection.?®

4.26  From 12 February 2010 the competency and training requirements applied to
every person involved in installation, not only to supervisors (this had been announced
on 30 November 2009).%

19 DEWHA, Submission 19, p. 26ff. Installer Advice No. 12, 26 October 2009. Construction and
Property Services Industry Skills Council, Submission 5. Mr M. Hoffman (Department of the
Prime Minister and Cabinet), Committee Hansard, 26 February 2010, p. 25.

20 Hon. P. Garrett, Minister for Environment, Heritage and the Arts, Insulation changes: safety,
consumer protections and value for money, media release, 1 November 2009.

21 Hon. P. Garrett, Minister for Environment, Heritage and the Arts, Deregistered installer list
goes live, media release, 2 December 20009.

22 Hon. P. Garrett, Minister for the Environment, Heritage and the Arts, Foil insulation suspended
from Home Insulation Program, media release 9 February 2010.

23 Hon. P. Garrett, Minister for the Environment, Heritage and the Arts, Electrical safety
inspections for foil insulation, media release 10 February 2010.

24  DEWHA, Submission 19, p. 9; Installer advice No. 19, 17 December 2009; Hon. P. Garrett,
Minister for the Environment, Heritage and the Arts, Insulation safety standards to get a further
boost, media release 30 November 2009.
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4.27  Following the closure of the HIP on 19 February 2010, in response to
continuing electrical and fire risks, the government established:

. a Foil Insulation Safety Program (FISP), which will remove foil insulation, or
install safety switches, in 50 000 homes which had foil installed; and

. a Home Insulation Safety Program (HISP), which involves targeted
inspections of at least 150 000 homes which had non-foil insulation installed,
and will include simple remediation work such as fitting downlight covers.

4.28  The cost of these activities will be met from the existing budget of the HIP.?
The 2010-11 Budget allocated $66 million for the Foil Insulation Safety Program and
$295 million for the Home Insulation Safety Program in 2010-11.%

4.29 In relation to the FISP, the committee notes that there is disagreement among
electrical associations about whether it is safer to remove foil or to install a safety
switch. It has been reported that it is the government's preference for foil to be
removed; but that Master Electricians Australia is concerned that staples left behind
could still cause electrocution. The committee supports householders being allowed to
choose their preferred option, based on the advice of the electrical inspector but
questions the basis of the advice to the householder when the government has not
empirically resolved the diverging industry opinion on this issue.?’

Committee comment on electrical and fire risks

430 The committee acknowledges that, as in many areas of the building and
construction sector, there are inherent risks associated with installing insulation. There
are risks to both installers working in hot and confined spaces containing electrical
wiring; and to householders if the insulation is not properly installed.

4.31  The consequences of these inherent risks are very high and in the extreme can
result in the loss of both lives and property.

4.32  However, the committee is of the view that with adequate and appropriate risk
management—for example, fully informed and properly trained and competent
installers, and the use of safety equipment such as downlight covers—these risks can
be significantly mitigated.

4.33  Roof/ceiling insulation is safe provided it is of appropriate standard, properly
installed with full knowledge of the possible hazards and with effective safety

25  Hon. G. Combet, Minister assisting the Minister for Climate Change and Energy Efficiency,
Home insulation safety plan, media release 1 April 2010.

26  Climate Change and Energy Efficiency Portfolio, Portfolio Budget Statement 2010-2011, p. 24.

27  'Foil removal won't fix death traps', The Australian, 16 April 2010, p. 2. 'Confusion over foil
insulation solution’, The Australian, 17 May 2010, p. 6. FISP guidelines can be found at
www.climatechange.gov.au/en/government/programs-and-rebates/hisp/foil-insulation.aspx
(accessed 8 July 2010).
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arrangements in place. This applies to both bulk materials and foil. The fire and
electrocution problems which have occurred resulted from inadequate training and
unsafe work practices.

4.34  The committee acknowledges DEWHA's attempts to ensure suitable training
standards and work practices. However, too many of these attempts were a case of
playing catch-up to problems in both the formal requirements and with their
inadequate and flawed implementation.

4.35 In the committee's view DEWHA did not adequately anticipate the high risk
created by the huge influx of inexperienced and unqualified workers. When issues did
emerge, DEWHA's responses were both slow and often inadequate. The Department
of Education, Employment and Workplace Relations meanwhile, appears to have been
missing in action, despite being members of the Project Control Group and, logically,
having a key responsibility for workplace safety and training issues.

436  Arguably the key mistake was failing to ensure from the outset that all
personnel involved in installation (not only supervisors) were properly trained and
fully understood the risks associated with installing insulation.

4.37  Making the requirements more stringent in the last few months of the program
was too little, too late. For example, DEWHA's reaction to the unfolding safety issues
after the first death on 14 October 2009 was tardy. The ban on metal staples for foil
insulation took effect on 2 November 2009. The requirement for a mandatory risk
assessment of each job took effect only on 1 December 2009. The requirement for all
installers, not only supervisors, to have training took effect only on 12 February 2010.
At no stage was there a firm requirement to turn off the power during installation, a
simple step which arguably would have greatly reduced electrical risk to the installer
(though not to the householder afterwards).”®

4.38  The committee notes the government's statements that there have always been
fires associated with poorly installed ceiling insulation. The intended inference seems
to be that some increase in the number of fires is to be expected because of the huge
increase in the number of installations.

28  Turning off the power during installation would not prevent a stapled wire from enlivening foil
insulation when the power is turned back on, which would create an ongoing hazard.
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4.39  On the available figures it is impossible to say whether the rate of defective-
installation-causing-fire is higher or lower in HIP jobs than in earlier jobs.” However,
the committee notes that a targeted inspection of 15 000 installations has found that
7.6 per cent of them have fire safety hazards.*® The committee notes the government's
contention that these figures may not be representative of all installations, as
inspections to some degree have been targeting installations by firms with a poor
compliance record.®* However, even if this figure is discounted by half, given the one
million-plus houses that have had insulation installed under the HIP, this would mean
that in the order of 38 000 homes face the risk of a house fire. The committee
considers this to be an unacceptably high figure, and creates a massive time-bomb for
tens of thousands of Australian households.

440 In any case, the government cannot somehow excuse the incidence of
HIP-related fires by pointing to precedents prior to the program. If anything, the
incidence of insulation related fires prior to the HIP should have served as another
warning to the government and should have provided further cause for care and
caution in the development of the new program. The government's aim should have
been to have no fires resulting from work which the government had encouraged and
which taxpayers have funded.

441 DEWHA was, and the government should have been, aware of the risks
before the commencement of the program, both through the Minter Ellison Risk
Register, which DEWHA expressly commissioned, and through the various
approaches to government by concerned stakeholders. Despite being told of such
risks, they appear to have been brushed aside in pursuit of other priorities.

4.42  While acknowledging that DEWHA may not have known the precise scope
and magnitude of the risks, the committee is nevertheless of the view that its response
in addressing the risks before the program's commencement was wholly insufficient.
It did nothing to address certain risks. The committee is also of the view that as the
identified risks manifested as serious problems, both DEWHA and the government's
responses were overwhelmingly and perhaps tragically deficient.

29  Inthe second half of 2009 insulation was being done at an average rate about 7-8 times greater
than the pre-HIP norm (average 133 000 per month July to November, compared with
previously 65—70 000 retrofit plus about 150 000 new builds per year). The stock of previously
insulated houses is about 4 million, while the stock of HIP insulated houses is about
1.2 million. To compare the rate of defective-installation-causing-fire between the two groups
would require knowledge of the average 'incubation period' of an insulation-related fire.
ICANZ, Submission 18, p. 6. ABS, Building Activity, cat. 8752.0, table 18. Hon. G. Combet,
Minister assisting the Minister for Climate Change and Energy Efficiency, House of
Representatives Hansard, 10 March 2010, p. 2151. DCCEE, answer to question on notice 53
from hearing 26 February 2010 (received 22 April 2010).

30  Hon. G. Combet, Minister assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2153.

31  Hon. G. Combet, Minister assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2153.
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Recommendation 2

443  The government must inspect every home which had insulation installed
under the Home Insulation Program for fire and safety risks.

444  The committee notes comments by Mr lan Hunter of the Melbourne
Metropolitan Fire Brigade that every home that has been insulated under the HIP
should be inspected.® The committee agrees that this would be necessary in view of
the fire risk that may arise from improperly installed insulation.

Recommendation 3

445 The government's safety checks under the Home Insulation Safety
Program and the Foil Insulation Safety Program must ensure that any
shortcomings in relation to product quality or installation standards are
rectified.

Recommendation 4

446 The government should put in place a mechanism to check work
undertaken through the Foil Insulation Safety Program and the Home Insulation
Safety Program to ensure that all safety standards and requirements are adhered
to.

The level of fraud and abuse

4.47  The committee was given examples of fraud and abuse of the program by
installers, including:

. insulation installed in ineligible properties (such as those that were already
insulated);

. fraudulently claiming a rebate where insulation had not been installed;

. removing older insulation to make the customer appear eligible;

. unreasonably high quotes for straightforward works;

. use of non-compliant materials;

. batts cut in half to spread them further, or thrown into the roof without being

laid properly, on the basis that clients (particularly elderly people) would not
be able to look in the roof;

. batts laid over downlights; and

. downlight covers not installed (after 2 November 2009, when they became
mandatory).*

32 Four Corners, ABC TV, 26 April 2010.

33 For example Submission 3, name withheld. Skygreen, Submission 12, p. 1. See also
submissions 27, 28, 29, 30, 32, 34 for examples of consumer complaints.
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448 In August 2009 DEWHA noted in advice to installers that ‘there has been
negative coverage in the media and serious complaints received from householders
regarding over-charging and incorrect installation."*

449 There is conflicting evidence on the extent of these abuses. Despite
DEWHA's evidence that only a small proportion (0.65 per cent) of participants
complained about their experience,® there appears to have been widespread examples
of abuse and fraud.

450 For example, a survey Dby the Australia Institute found that, among
householders who had been approached by insulation businesses in the previous
12 months, 16 per cent were told that insulation needs to be replaced regularly (which
IS not true, and thus suggests an attempt to defraud the Commonwealth).

451 In the same survey, among householders who had had insulation installed in
the previous 12 months, while the majority of respondents described the installer as
‘competent’, 'skilled' or 'professional’, 13 per cent described the installer as ‘amateur’,
13 per cent as ‘inexperienced', and 8 per cent as ‘disreputable’.®® This suggests a level
of dissatisfaction orders of magnitude higher than that suggested by DEWHA's

0.65 per cent level of complaint.

452 A targeted inspection of 15 000 installations has found that 66 per cent were
fully compliant, 7.6 per cent had fire safety hazards, 16 per cent had other quality
issues, and 0.5 per cent involved potential fraud. The government points out that these
figures may not be representative of all installations as inspections to some degree
have been targeting installations by firms with a poor compliance record.*’

453 In addition, by April 2010, 961 cases where more than one insulator had
submitted a claim for payment for insulating the same premises had been referred to
DEWHA for investigation.*®

DEWHA's handling of the fraud risk

454  The potential for fraud and abuse was raised in the Minter Ellison Risk
Register (see chapter 3). The suggested risk management actions were:

34 Installer advice No. 4, 6 August 2009.
35  Mr M. Thompson (DEWHA), Committee Hansard, 22 February 2010, p. 24.

36  Australia Institute, Submission 46, pp 2-3. Respondents could use more than one description.
77 per cent of respondents described the installer as ‘competent'; 73 per cent as 'skilled'; and
72 per cent as 'professional’.

37  Hon. G. Combet, Minister assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2153.

38  Medicare Australia, answer to question on notice 9 from hearing 26 February 2010
(received 9 April 2010).
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4.55

4.56

» Develop specific fraud strategy based on a capacity to outsource the
risk;

* Review processes to test specifically for control over possible fraud/
incorrect payments;

» Liaise with the Department's enforcement and compliance/ legal
experts in developing controls;

» Ensure effective monitoring of possible fraud areas in place (identify
data needs and include in process development);

* Review internal processes for possible internal fraud opportunities;

* Review eligibility guidelines and review processes for possible fraud
opportunities; and

* Risk Manager to sign off on processes and policies after reviewing for
possible fraud opportunities.*

DEWHA described its arrangements for minimising fraud and abuse:

the installer registration requirements (described in chapter 2);

insurance check;

computerised pre-payment checks which identified anomalies showing
potentially non-compliant installers;

post-payment checks of claim trends, for example to identify installers who
claimed in advance or who claimed for complete streets or for large numbers
of houses in one area;

external intelligence, for example from fire brigades, work safety authorities
and state offices of fair trading;

desktops audits (targeted and random), in which installers were required to
provide information about their registration and work practices;

field audits of an installer's workplace to check work practices and insulation
type and quality;

roof inspections;
feedback from householders.*

DEWHA's audit and compliance effort was ramped up from September 2009.

To 6 December 2009, 7962 roof inspections were conducted and as a result 183
installer companies were deregistered for failing to abide by the program'’s terms and
conditions. To early March 2010 there were about 15 000 roof inspections and 1000

39
40

Minter Ellison, Risk Register and Management Plan, 9 April 2009, p. 2.
DEWHA, Submission 19, pp 17-18.
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desktop audits.** DCCEE advised that the number of inspectors varied during the
program subject to requirements, and at certain times there have been over 100
inspectors. DCCEE advised that the Home Insulation Safety Program and the Foil
Insulation Safety Program 'will involve a dramatic increase in the number of

inspectors'.*?

457 On 27 May 2010 DCCEE advised that there are about 50 000 outstanding
invoices of which almost half relate to compliance activities.** DCCEE has appointed
KPMG as forensic auditors to prepare briefs for the Australian Federal Police (AFP).
To 27 May three cases have been referred to the AFP.*

4.58 Inrelation to overquoting, DEWHA advised that:

. From 1 September 2009 a pricing table based on claims experience was
included in the guidelines. Installers charging above the listed prices were
subject to review. 'The pricing table helped filter out the small number of
unscrupulous quotes affecting the market.'

. Further, from 1 December 2009 new guidelines required two independent
quotes and a site inspection (with exemptions for remote areas).

. From 24 December 2009 materials had to be on a list of approved products
maintained by DEWHA.*

459 On 10 March 2010, Minister Combet committed the government to pursue
unscrupulous operators. The Department of Climate Change and Energy Efficiency
(which has taken over control of the program from DEWHA) advised that it is
developing a compliance categorisation model to target fraud and non-compliance
more effectively, and has boosted its resources in fraud investigations.“®

41  DEWHA, Submission 19, p. 19. Mr M. Hoffman (Department of the Prime Minister and
Cabinet), Committee Hansard, 26 February 2010, p. 24. Hon. G. Combet, Minister assisting the
Minister for Climate Change and Energy Efficiency, House of Representatives Hansard,

10 March 2010, p. 2153.

42  DEWHA/DCCEE, answer to question on notice 88 from hearing 26 February 2010
(received 30 April 2010).

43 Mr M. Bowles, Committee Hansard, 27 May 2010 (Environment, Communications and the
Aurts Legislation Committee, DCCEE Estimates hearing), p. 71.

44 Dr M. Parkinson and Mr M. Bowles (DCCEE), Committee Hansard, 27 May 2010
(Environment, Communications and the Arts Legislation Committee, DCCEE Estimates
hearing), pp 96-8.

45  DEWHA, Submission 19, p. 8, 15.

46  Hon. G. Combet, Minister assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2150. Dr M. Parkinson (DCCEE),
Committee Hansard, 25 March 2010, p. 33.
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Committee comment

4.60  The rate of fraud and abuse in the HIP is unclear. However, it is uncontested
that it occurred, and at an unacceptable level. The results of the survey and targeted
inspections mentioned at paragraphs 4.50ff paint a picture far more concerning than
DEWHA's statement that only '0.65" per cent of installations have resulted in a
complaint.

4.61  While the government had and still has auditing and compliance activities, it
Is unclear how well they are informed, targeted or resourced in proportion to the need.
The committee notes evidence that more resources have been put into auditing and
compliance recently.*’

4.62 In the committee's view the incidence of fraud and abuse was a predictable
outcome of a program which encouraged an influx of new businesses into a small and
largely unregulated industry, and was designed in a manner open to profiteering
around the premise that the householder should not be out of pocket (the subsidy
amount was expected to cover the whole price in most cases). Ignorant of the risks,
householders were lured into thinking they needn't have a stake in ensuring that the
job was well done (quite apart from the fact that most would not have the knowledge
to do so).

Recommendation 5
4.63  The government must pursue, finalise and publicly account for every case
of fraud under the Home Insulation Program.

The level of imported and non-compliant materials

4.64  Submissions raised concerns about the volume of imported products (given
that the purpose of the program was to stimulate the Australian economy), and about
claims that too many of the imports were not compliant with Australian Standards.

Incidence of imported materials

4.65 The amount of imported insulation materials used for the program is not
officially known, as import statistics do not separate glasswool batts from other
fibreglass products.®® ICANZ estimated that about 40 per cent of HIP installations
used imported products, from China, the USA, UK, Malaysia and Thailand.*

4.66 It appears that DEWHA did not expect this high level of imports. An industry
consultation meeting on 18 February 2009 minuted the issue thus:

47  Dr M. Parkinson (DCCEE), Committee Hansard, 25 March 2010, p. 33.
48 DEWHA, Submission 19, p. 21.

49  ICANZ, answers to questions on notice from hearing 17 February 2010 (received 16 March
2010).
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Industry expectation is to insulate 500,000 homes per annum. If demand is
at this level then the industry participants suggested that reliance on imports
will be minimal.®

4.67 It appears also that the high level of imports arose from the higher than
expected program take up in the second half of 2009.**

4.68  Submitters generally regretted the need to have such a high level of imports
given that the purpose of the program was to stimulate the Australian economy:

Why did we stimulate the economies of China and the USA?°*

4.69  The Aluminium Foil Insulation Association (AFIA) noted that it had warned
the government as early as February 2009 that the program would ‘open the door to
many cheap imports that will not be approved to AS/NZS 4859.1 or compliant to the
Building Code of Australia.’®

4,70  DEWHA and ICANZ, defending the program as a stimulus measure, stressed
that most employment in insulation is downstream of the manufacturers.>® DEWHA
also noted that Australia's WTO free trade obligations prevented restrictions on
imports.® However ICANZ had concerns about the longer term effect on Australian
manufacturing:

As local manufacturers with significant and long term commitments in
Australia, we would prefer to see a lower incidence of imported product and
more even and sustained levels of demand over an extended timeframe...
the high level of current demand will end at the conclusion of this program.
We can expect that the large uninsulated homes market will be satisfied,
and that many downstream jobs will also be shed. Future local
manufacturing jobs and the justification for further investment in
manufacturing capacity is also at risk.*®

50 ICANZ, answers to questions on notice from hearing 17 February 2010 (received 16 March
2010): minutes of an industry consultation meeting, 18 February 2009.

51  ICANZ, Submission 18, p. 14. See also ICANZ, answers to questions on notice from hearing 17
February 2010 (received 16 March 2010): minutes of an industry consultation meeting,
7 August 2009.

52 K&C Fuller, Submission 43, p. 4.
53  AFIA, Submission 23, attachment, letter to Prime Minister 9 February 2009, p. 2.

54  ICANZ, Submission 18, p. 14. DEWHA. Submission 19, p. 21. Ms R. Kruk (DEWHA),
Committee Hansard, 25 March 2010, p. 26.

55  MsR. Kruk (DEWHA), Committee Hansard, 25 March 2010, p. 26.

56 ICANZ, Submission 18, p. 14. Similarly Amalgamated Metal Industries, Submission 25, p. 1:
'Most of the sales of imported insulation represent a direct long-term loss to the Australian
industry.'
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The quality of imported products

471  For most submitters who commented on the level of imports, the more
important concern was the claim that imported products were of inferior quality.

Much of the flood of imports in the market has been of products that do not
meet Australian Standards. These products could not be effectively
marketed in a normal market: end-users who are parting with their own
money are more wary; and in normal times regulators, including the ACCC,
are able to keep a closer eye on product claims.®’

4.72  Under program guidelines, imported products, like all HIP materials, had to
comply with Australian Standards.® There was disagreement about the extent of
non-compliance. Some submissions described their own observations of
non-compliant imports, or spoke generally of a ‘flood' of non-compliant imports.*®
The Polyester Insulation Manufacturers Association of Australia (PIMAA), speaking
generally, not only about imports, claimed that 30-40 per cent of homes contain
non-compliant products.®

473 ICANZ strongly disputed claims that 30-40 per cent of products are
non-compliant:

We estimate that we supply 68 per cent of the Home Insulation Program.
We know all our products are compliant. That statement means that every
other product that is going into this program is non-compliant. That is
clearly nonsense.®

4.74  ICANZ estimated that about 8 per cent of HIP materials were Chinese, and
about 40 per cent of the Chinese materials—thus about 3 per cent of the HIP total—
failed thermal claims. An additional 30 per cent of the Chinese materials failed
labelling requirements.®

4.75 In evidence there was no suggestion that imports other than Chinese imports
were significantly non-compliant, although this question was not directly addressed.®®

57  Amalgamated Metal Industries, Submission 25, p. 3.
58 DEWHA, Submission 19, p. 30.

59  United Bonded Fabrics, Submission 9, p. 3. Autex, Submission 10, p. 4. Amalgamated Metal
Industries, Submission 25, p. 3. Mr B. Tikey (AFIA), Committee Hansard, 17 February 2010,
p. 43.

60  MrT. Zuzul (PIMAA), Committee Hansard, 17 February 2010, p. 10.
61  MrR. Thompson (ICANZ), Committee Hansard, 17 February 2010, p. 58.

62  ICANZ, answers to questions on notice from hearing 17 February 2010 (received 16 March
2010). See also Mr R. Thompson (ICANZ), Committee Hansard, 17 February 2010, p. 58.

63  ICANZ did assert that the US product was 'world class'. There was no comment in evidence on
the quality of imported materials from other places. Mr R. Thompson (ICANZ),
Committee Hansard, 17 February 2010, p. 58.
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476  On this issue DEWHA noted that all HIP products had to comply with
Australian Standards, and also that any complaint by householders about
non-compliant materials would be a matter for state/territory fair trading authorities.®
PIMAA argued that this attitude was too blasé:

So when we highlighted these examples [of non-compliant products] to the
government it was met with a nonchalant attitude, in that they were not
going to be the police in this scenario... If the householder was not happy
with the level of benefit provided by the insulation, they could go to fair
trade. In all honesty, Mr and Mrs Smith would have no idea if something
works or it does not work.®®

Committee comment

4,77  The committee agrees with submissions that the high level of imports was
regrettable, and is potentially detrimental to the Australian insulation manufacturing
industry in the medium term.

4,78 The committee notes the evidence that thermally non-compliant Chinese
imports are likely to be about three per cent of total HIP materials. However, the
overall level of non-compliant imported materials is uncertain (since there is no
evidence on the extent of non-compliance in imports other than the Chinese).
Nevertheless, the committee finds it wholly inadequate for DEWHA or the
government to dismiss this issue by saying that householders with non-compliant
materials should complain to state/territory fair trading offices. Householders are not
likely to know whether their insulation materials are compliant or not. The
government, having encouraged householders to take up the subsidy, has a duty to
ensure that materials installed are compliant. This should be part of the inspection of
every insulated home.

4.79  The use of these non-compliant imports failed the test of good public policy at
almost every level. It failed as an economic stimulus by sending dollars overseas; it
failed as an environmental measure as the standard of insulation provided was
unsatisfactory and will not deliver the intended energy efficiency dividend; and it
failed to deliver for many unfortunate homeowners, who will be left with little energy
savings but will face the cost of removing these inferior products if they are to install
quality insulation at a later stage.

Adequacy of advice on different types of insulation
Effects of the HIP on sectors other than fibreglass batts

480 Some submitters argued that the program has been detrimental to them
because it encourages the use of the insulation with the lowest upfront costs,

64 DEWHA, Submission 19, p. 30.
65  MrT. Zuzul (PIMAA), Committee Hansard, 17 February 2010, p. 14.
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regardless of long term costs and benefits. The Polyester Insulation Manufacturers
Association of Australia (PIMAA) said:

Polyester insulation is initially more expensive to buy, but has a lower cost
to install, and is a lower cost option over the extended life and utility of the
media... The reduction of the maximum rebate [from $1600 to $1200 on
2 November 2009] has resulted in a flight of new installer entrants away
from the initially more expensive to buy Polyester Insulation; a decision
driven by short term profit imperatives... Consequently the demand for
Polyester insulation has significantly reduced under this Program.®®

4.81 PIMAA suggested that the rebate should be on a sliding scale recognising the
lifecycle benefits of the different insulation materials.®’

4.82  Similarly, the Australian Cellulose Insulation Manufacturers Association
(ACIMA) submitted that cellulose is superior on a life-cycle analysis basis 'given its
manufacture is a comparatively low-energy process, from recycled paper-based
waste'; yet its market share has decreased under the HIP 'due to the large influx of new
installers who have chosen batt-type insulation, due to the substantial installation

equipment cost barriers facing new entrants to the cellulose sector'.®®

Claimed inappropriate use of bulk materials in hot climates

4.83  Foil supporters argued that the program has had the effect of encouraging the
use of bulk insulation in hot climates where they argue it is inappropriate.

4.84  This debate arises because foil has a different R-value down and up: it blocks
downwards radiant heat, but allows heat to escape upwards. In hot climates this helps
houses to cool down at night. According to Dr Aynsley, a senior academic expert on
insulation:

It is often overlooked that radiant barriers [such as foil], while highly
efficient at controlling downward heat flow in summer, have a much lower
resistance to upward heat transfer after sundown. This has the effect of
providing excellent protection from solar heat gain during the day but
allowing rapid cooling of the interior of the building after sundown...
Relying solely on bulk insulation in roofs will slow down the cooling of

66  PIMAA, Submission 11, pp 2, 5. Similarly United bonded, Submission 9; Autex,
Submission 10; and Mr J. Liaskos (Polyester Insulation Manufacturers Association of
Australia), Committee Hansard, 17 February 2010, p. 20.

67 PIMAA, Submission 11, p. 6.

68  ACIMA advised that the market share of cellulose was 25 per cent pre-HIP and 12 per cent
during HIP. ACIMA, Submission 8, p. 1.
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buildinggs in winterless climates after sundown (BCA Climates zones 1
and 2).°

4.85 However, the program's standard for insulation R-values (see Table 1,
paragraph 2.21), and the Building Code of Australia (BCA) from which it derives, do
not acknowledge this point. For hot climates the standards specify a minimum
downwards R-value (to keep heat out during the day); but it was argued that they
should also specify a maximum upwards R-value (so that heat can escape at night).

Before the Energy provisions of the BCA were prepared, Professor
Aynsley, former Head of the Australian Institute of Tropical Architecture,
advised the Australian Building Codes Board to specify minimum R-value
for heat flow down together with a maximum R-value for heat flow up.”

4.86 Some foil industry supporters argued that the failure to do this has been
caused by pressure from the fibreglass industry:

To my knowledge, the impact of such a regime was never modelled in
preparing the BCA amendment, once again presumably because it would
have excluded bulk insulation from consideration, even though it would
have led to a superior result in terms of comfort and energy savings for the
Australian community.”*

4.87 The 'BCA amendment' (changes to the energy efficiency provisions of the
Building Code of Australia, published in March 2010) is discussed further at
paragraphs 5.35ff.

488 A related problem is that under the relevant Australian Standard -
AS/NZS 4859.1 — the R-value of bulk materials is tested at a standard mean
temperature of 23 degrees.” Foil industry supporters argue that this is inappropriate

69 DrR. Aynsley, Submission 17, p. 2. Similarly Aluminium Foil Insulation Association (AFIA),
Submission 23, p. 4. Similarly in Insulation Management - guide for residential building,
Australian Greenhouse Office 2001, p. 7, advice for naturally ventilated houses in hot humid
climates: 'Sufficient insulation is needed under roofs and/or ceilings and walls to avoid
excessive radiant heat gains inside the house. The added insulation will need to be sufficient to
allow the building to cool adequately at nights.' Similarly Australian Housing Research
Council, Thermal performance of housing units in Queensland, 1981, p. 174: 'Mineral wool
ceiling insulation greatly improves daytime performance in summer, but keeps unconditioned
houses hotter on summer nights.'

70  Amalgamated Metal Industries, Submission 25, p. 5.
71  Amalgamated Metal Industries, Submission 25, p. 5.

72  AS/NZS 4859.1, Materials for the thermal insulation of buildings, clause 2.3.3.3. The standard
test measures the transfer of heat between test plates at temperatures of 13 degrees and
33 degrees, thus a mean of 23 degrees.
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because actual conditions in roof spaces are often much hotter,”® and as the
temperature increases the achieved R-value falls:

4.89

The R-values that are being quoted around here today from the testing that
is outlined in that standard do not represent the R-value that is achieved in
the roof... There have been studies done here and some at the University of
South Australia that dramatically show that there is a big difference
between what people are sold in terms of an R-value and what they actually
get. That is even when they comply with standard 4859. There is an urgent
need to update that.”

The combination of these issues, it was argued, makes bulk insulation

inappropriate in hot climates:

4.90

Too much [bulk] insulation in the summer will not only induce “heat sink”
conditions within the attic space as temperatures climb to say 60DegC
where the bulk insulation breaks down in its ability to halt heat
transfer...but that in the evening as the night sky cools down there remains
trapped within the living environment excess high temperature which can
then only be cooled down by mechanical means such as air-conditioning.”

A further problem raised in submissions is that in hot climates condensation

problems can occur when warm humid roof-space air touches a cooler ceiling; or at
night when it touches a cooler metal roof. Condensation can cause serious structural
damage. It was argued that the damage can be worsened by bulk insulation, which acts
as a sponge and prevents the condensate from evaporating again. The moisture also
reduces the R-value of the insulation:

If no vapour barrier is present, moisture will condense from air infiltrating
through the insulation when it reaches the “dew line”... Over time the water
builds up, absorbed by the bulk insulation like a giant sponge, until
eventually serious structural damage can result..."

Recent increases in the amount of insulation installed in buildings has
increased the risk of condensation. More insulation in a roof means that
there will be a greater temperature difference across the insulation. This can
increase the possibility of the dewpoint temperature occurring within the
insulation leading to interstitial condensation within the insulation. This
degrades the R-value of the insulation and promotes mould growth and
wood rot.”

73

74
75
76
77

Dr Aynsley submitted that on a comfortable overcast day a low pitched metal roof may be at a
temperature of up to 60 degrees, and on a hot day up to 90 degrees. Submission 17, p. 3.
See also Mr T. Renouf, Committee Hansard, 17 February 2010, p. 81.

Dr R. Aynsley, Committee Hansard, 17 February 2010, p. 25.
Aluminium Foil Insulation Association, Submission 23, p. 4.
Amalgamated Metal Industries, Submission 25, p. 5.

Dr R. Aynsley, additional information 16 April 2010. Similarly Committee Hansard,
17 February 2010, pp 24-25.
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4,91  Foil supporters believe that the program has encouraged use of bulk materials
in situations where they are inappropriate:

There is a very strong case for banning bulk insulation in Zones 1 and 2
(coastal climates North of Port Macquarie) entirely on the grounds that they
retain heat at night. Together with the condensation issues when inadequate
— or, much more commonly, no — vapour barriers are used, the case for
banning bulk insulation in these climates is overwhelming.”®

What will the government do when complaints come in saying that the
insulation [using bulk materials in climate zones 1 and 2] is making the
house hotter?”

4.92  Wren Industries argued that 'a small proportion of the [$2.7 billion] approved
for the program should have been allocated to determine what insulation materials are
best suited to hot climates.'®

493 ICANZ (which represents the major manufacturers of bulk insulation®)
argued in reply that 'bulk insulation is suitable for all climates':

High levels of insulation will not create a hot box when ventilation is
adequate (not perfect) and heat gains through windows are moderated (but
not eliminated)... [I]nsulating reduces [daytime] heat gains by more than it
slows night time heat loss.?

4.94  On the condensation problem ICANZ submitted:

With regard to claims that bulk insulation absorbs moisture in tropical
climates thus reducing its effectiveness, this is certainly not the case with
mineral wool bulk insulation which have <1% moisture absorption rates
and therefore insignificant impact on thermal performance... Managing
condensation is critical in warmer climates and a vapour barrier such as
reflective foil is generally recommended to provide this barrier but to keep
the tergaperature above the dew point bulk insulation generally needs to be
added.

78  Amalgamated Metal Industries, Submission 25, p. 5.
79  Wren Industries, Submission 15.
80  Wren Industries, Submission 15.

81  The members of ICANZ are CSR Bradford and Fletcher Insulation. ICANZ members
manufacture glasswool, rockwool and reflective foil insulation. ICANZ members manufacture
around 75 per cent of all reflective foil made in Australia, have 5 mineral wool bulk insulation
plants and supply most other insulation products except sheep's wool and cellulose fibre.
ICANZ, Submission 18, p. 4; additional information 19 April 2010, p. 1. ICANZ's competitors
argued that ICANZ represents primarily the fibreglass batts industry: for example Autex,
Submission 10, p. 3; AFIA, Submission 23, p. 1 and attachment 1, p. 9.

82  MrR. Thompson (ICANZ), Committee Hansard, 17 February 2010, p. 74. ICANZ,
additional information, 19 April 2010, p. 14.

83  ICANZ, additional information 19 April 2010, pp 1-2.
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495  The 'heat box' issue had been considered at an industry consultation meeting
on 18 February 2009, where ‘there was general support for the consumer to be allowed
the make the judgment as to which product and which supplier to use':

One of the participants suggested it would be useful to have an independent
fact sheet in regards to R-values. The chair proposed the insulation section
in the "Your Home" manual be used, and this was agreed by all.?*

496  The result was that the program guidelines did not specify any particular
materials. The guidelines said:

A range of insulation products may be installed under the program. It is
important that householders familiarise themselves with the range of
products available to ensure the product's suitability to individual
circugrgstances, which includes the location of the dwelling and the roof
type.

497 DCCEE submitted that '‘program Guidelines outlined the importance of
householders familiarising themselves with the range of products available to suit
their  circumstances and advised householders to seek advice from
www.environment.gov.au/energyefficency'.®® DCCEE further submitted that:

There is also the Your Home Technical Manual...if a householder has a
concern [about whether suitable materials have been used] then they should
be discussing that with their installer, because their installer was required to
follow those program guidelines and assess what type of insulation would
best suit the householder.'®’

84  ICANZ, answers to questions on notice from hearing 17 February 2010 (received
16 March 2010): minutes of a stakeholder consultation meeting 18 February 2009, p. 4.

85  HIP program guidelines versions 3, 4 and 5, September to December 2009.

86 DEWHA/DCCEE, answer to question on notice 74 from hearing 26 February 2010
(received 30 April 2010).

87  Mr A. Hughes (DCCEE), Committee Hansard, 25 March 2010, p. 42. Versions 2 and 3 of the
HIP program guidelines (June to October 2009) also said "It is suggested that householders
contact a number of installers on the Installer Provider Register to explore a range of insulation
and installation options.' Brief relevant comment is in DEWHA's Your Home Technical
Manual, however the program guidelines did not mention the manual.
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Committee comment

498  The extent of any inappropriate use of bulk materials is unclear.?® However
the committee is concerned that householders may not have had adequate advice on
this matter.

499 Nothing in the program guidelines justify DCCEE's statement at
paragraph 4.97 that 'the installer was required to assess what type of insulation would
best suit the householder'. The guidelines quoted at paragraph 4.96 clearly put the
onus for this on the householder. The installer's only obligation in this regard was to
follow the table of minimum R-values. The whole point of concern about this issue is
that the table of R-values (like the Building Code of Australia) ignores the problem of
bulk materials in hot climates keeping naturally ventilated houses hot at night.

4.100 The referenced Your Home Technical Manual, which (it was implied)
householders should have consulted, is a large document which contains this solitary
relevant comment on page 103:

The most important thing to remember is that in high humid [tropical]
climates where houses are naturally ventilated, high down values and lower
up values are appropriate for roofs and ceilings.®

4.101 The reason for this advice (to help the house cool naturally at night) is not
given. Nor is any advice given about the relative effectiveness of bulk insulation in
different climates.

4.102 In the context of a program—an attempt by government to roll out insulation
to people who have never before thought about the different varieties and their
respective performance—it is unrealistic to expect that householders would notice this
advice—particularly as the Your Home Technical Manual was not mentioned in the
HIP guidelines. If they did notice it, given the brief and incomplete nature of the
advice, it is unrealistic to expect they would realise its importance.

4.103 The committee considers that householders should have been given better and
more accessible consumer advice about appropriate insulation for their situation. The
committee does not think it is adequate to rely on asking householders to refer to a
large technical manual accessed by weblink.

88  Australia-wide, foil installations as a proportion of total installations have been about the same
under the HIP as the pre-HIP norm. HIP: 50,300 out of 1.1 million (4.5 per cent). Pre-HIP
shown by ABS survey: 5.2 per cent (in ceilings) in Australia (12 per cent in Queensland and
22 per cent in the Northern Territory). Hon. G. Combet, Minister assisting the Minister for
Climate Change and Energy Efficiency, House of Representatives Hansard, 10 March 2010,
p. 2152. ABS Cat. 4602.0.55.001, Environmental issues: energy use and conservation,

March 2008, table 2.16.

89  Department of Environment, Water, Heritage and the Arts, Your Home Technical Manual,
4™ edition, 2008, p. 103.
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4104 The committee is not qualified to opine on these technical issues, but
considers it unacceptable that the government failed to settle them before embarking
on the HIP. The consequences were, once again, a less than optimal outcome for
taxpayers, homeowners and the environmental objectives allegedly behind the
program. Regulatory changes should be pursued to address these issues following
extensive industry and scientific consultation leading to amendment to the relevant
Australian Standards and the Building Code of Australia where appropriate. Related
discussion is in chapter 5.

4,105 The committee comments on the obvious disagreement between foil interests
and bulk insulation interests on this issue: it is regrettable that there continues to be
dispute among the various industry groups over issues theoretically capable of settled
scientific conclusion.

Issues for renters and low income earners

4.106 Submissions argued that incentives are needed for landlords to invest in
insulation and other energy efficiency measures. One in four households are in private
rental or public housing. Low income households typically spend a bigger proportion
of their income on energy than wealthier households, and they are less able to invest
in energy efficiency measures such as insulation. Rental properties tend to be older
houses, which are more likely to be uninsulated.*

4.107 The Low Emission Assistance Plan for Renters, which operated beside the
Home Insulation Program from February 2009, was discontinued from 1 September
2009 because of poor take-up. Landlords and tenants were rolled into the renamed
Home Insulation Program.®* The Tenants Union of Victoria advised that only one
rental property accessed the scheme for every 14 accessing the homeowners' scheme,
and 'this poor performance reflects the similarly poor take up rate of other untargeted
schemes...'

In our view this poor performance is due to a lack of targeting toward rental
properties and the lack of compulsion for landlords to consent to the
installation of insulation under the package.”

4.108 Submissions argued that the key problem inhibiting energy efficiency
improvements in rental housing is 'split incentives': landlords have no incentive to
invest in improvements, since they are not paying the energy bill; and tenants have
little incentive to invest in improvements if they are not sure how long their tenancy
will be. The Tenants Union of Victoria argued that the 'hassle factor' of the

90  Australian Conservation Foundation and Australian Council of Social Service, Submission 6,
p. 3. Tenants Union of Victoria, Submission 13, p. 3.

91 DEWHA, Submission 19, p. 9.
92  Tenants Union of Victoria, Submission 13, p. 1.
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landlord/tenant relationship magnifies other impediments to improvements (such as
inadequate information about costs and benefits).*

4.109 Australian Bureau of Statistics surveys have found that among households
without insulation, by far the most important reason for not installing it was 'not the
homeowner'.*

4.110 It might be suggested that, with rational economic behaviour, the landlord's
investment in insulation could be repaid by commanding a higher rent, or that
landlords and tenants could contract to share the costs and benefits. In practice
information barriers and transaction costs limit this.*® As well, submissions argued
that in the present tight rental market the imbalance of power between landlords and
tenants gives landlords no incentive to do this:

Because of increased demand, landlords have even less inducement to make
improvements to their properties in order to attract potential tenants... [W]e
do not believe mandatory disclosure at the point of lease will be an
effective mechanism for improving the energy efficiency of rental
properties as it is predicated on tenants having the ability to exercise
choice.®

4.111 The Tenants Union of Victoria recommended that future assistance should be
targeted to low-cost rental stock in the private rental market, with a targeted
information campaign to promote take-up. The Australian Conservation Foundation
and ACOSS suggested that property managers should be offered an incentive payment
to encourage landlords to insulate.®’

Committee comment

4,112 Submissions on this matter focussed on landlords and tenants; however the
problems of access to the program by low income homeowners should not be
forgotten. Once again, these issues highlight the ill-designed nature of the incentives
offered under the HIP.

93  Tenants Union of Victoria, Submission 13, p. 4. ICANZ, Submission 18, p. 6. See also
Productivity Commission, The Private Cost Effectiveness of Improving Energy Efficiency,
2005, p. 105.

94  ABS cat. 4602.2, Environmental issues: people's views and practices, March 2005, table 2.19:
the main reason for not installing installation: not home owner/not responsible was
33.8 per cent; cost was 15.5 per cent; other reasons were 12.4 per cent or less.

95  Productivity Commission, The Private Cost Effectiveness of Improving Energy Efficiency,
2005, p. 105.

96  Tenants Union of Victoria, Submission 13, p. 2. Mr T. Archer (Tenants Union of Victoria),
Committee Hansard, 17 February 2010, p. 96. Similarly ICANZ , Submission 18, p. 9.

97  Tenants Union of Victoria, Submission 13, p. 5. Australian Conservation Foundation and
ACQOSS, Submission 6, p. 3.
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Other matters: effect on the cost of insulation materials

4.113 Evidence on this question was mixed. DEWHA submitted that the cost of
installing insulation remained relatively stable throughout the program, suggesting
that any spikes in production costs were isolated examples rather than general
trends.*®

4.114 Other submissions said that the cost of products rose 50 per cent in two
months; or 70 per cent over two months in the case of imported fibreglass (August to
October 2009).%

4.115 It should be noted that the high subsidy cap of $1600 (later reduced to $1200)
is unlikely to have placed any competitive tension in the marketplace, which would
have tended to artificially drive up the price of insulation.

98 DEWHA, Submission 19, p. 20.
99  Submission 2, name withheld. United Bonded, Submission 9, p. 4.
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Chapter 5

Other matters

51 This chapter considers some related matters raised in submissions:

. the adequacy of the relevant Australian Standards, which the program referred
to; and
. the appropriateness of the energy efficiency provisions in the Building Code

of Australia which informed the program's R-value conditions.
Issues relating to Australian Standards

5.2 Standards Australia is a non-government, not-for-profit organisation. It is the
descendent of the Australian Commonwealth Engineering Standards Association
(established 1922) and became a public company in 1999. According to Standards
Australia, it is Australia’s peak standards body, which develops internationally aligned
Australian Standards and related publications to help ensure the safety, reliability and
performance of products, services and systems. Standards are developed by technical
committees representing a range of stakeholders. There are about 7000 Australian
Standards, and 450 projects are now active.’

5.3 Australian Standards relevant to the Home Insulation Program were:
. AS/NZS 4859.1:2002: Materials for the thermal insulation of buildings

. AS 3999-1992: Thermal insulation of dwellings—bulk insulation—
installation requirements

54 The HIP also referred to AS/NZS 3000:2007: Electrical installations (known
as the Australian/New Zealand Wiring Rules), so that it took precedence over
AS 3999 in relation to safe treatment of downlights.

55 The main relevant standard is AS/NZS 4859.1. This standard covers mostly
procedural matters to do with the testing and labelling of materials. It does not itself
set minimum insulation levels in houses—that is done by the Building Code of
Australia (considered below).

5.6 Concerns raised in submissions about Australian Standards were:

. AS 3999-1992 needs revision;

. In AS/NZS 4859.1, it is inadequate to set labelling standards referring only to
material R-values under standardised test conditions, without considering the
performance in real conditions, which may be much different;

1 Standards Australia, Submission 26, attachment. Answers to questions on notice from hearing
17 February 2010 (received 15 March 2010), p. 5. Annual review 2008-2009, p. 2.
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. there is no suitable Australian research establishment to inform this issue; and
. Standards Australia is excessively influenced by the fibreglass batts industry.

Claims that AS 3999-1992 needs revision

5.7 AS 3999-1992 (installation requirements for bulk insulation) requires bulk
insulation to be 25 mm clear of downlights. The more recent AS/NZS 3000:2007 (the
Wiring Rules) requires either downlight covers or a default clearance of 200 mm.?
The Home Insulation Program required compliance with AS 3999 generally, but
required compliance with the more stringent AS/NZS 3000 in respect of downlights
(before it made downlight covers compulsory from 2 November 2009).

5.8 AS 3999 has been criticised as being outdated. Standards Australia advised
that it is now going through a consultation process in relation to possible changes.®

Difference between stated and achieved R-values

5.9 In AS/NZS 4859.1 the advertised R-value of bulk materials may be
determined by laboratory tests at a standard mean temperature of 23 degrees.*

5.10  Critics argued that this is inadequate, since the effectiveness of the insulation
in real conditions in the roof may be far less than the stated material R-value. Two
points are relevant:

. typical Australian roof conditions may be much hotter than the standard
23 degrees. At higher temperatures bulk insulation becomes less effective.’

. performance may be degraded by ‘thermal bridging' — the tendency for heat to
pass through less insulated pathways. This effect increases as the amount of
insulation increases.®

5.11  Dr Aynsley, an academic expert on insulation, said:

There have been studies done [in Australia] that dramatically show that
there is a big difference between what people are sold in terms of an

2 Other conditions may comply if consistent with the design of the light. AS/NZS 3000:2007,
clause 4.5.2.3. See Arrowform Pty Ltd, Submission 14, attachment 2.

3 Ms K. Riley-Takos (Standards Australia), Committee Hansard, 17 February 2010, pp 88-9.
Standards Australia, Submission 26, p. 2; answers to questions on notice from hearing
17 February 2010, (received 15 March 2010), p. 5.

4 AS/NZS 4859.1, clause 2.3.3.3. In the 'American test method' the material is sandwiched
between plates at temperatures of 13 and 33 degrees, and the flow of heat is measured.
Mr T. Renouf (Wren Industries), Submission 15; Committee Hansard, 17 February 2010, p. 79.

5 Mr T. Renouf (Wren Industries), Submission 15; Committee Hansard, 17 February 2010, p. 81.
6 Wren Industries, Submission 15, Australian Foil Insulation Association, Submission 23, p. 5.
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R-value and what they actually get. That is even when they comply with
standard 4859.1."

5.12 A recent South Australian study found that a typical 200 square metre house,
having the roof insulated with R3 material, would expect to have an achieved total
R-value at least 30 per cent lower than that, mostly because of thermal bridging and
minor installation defects. According to the study 'this gap increases significantly with
increased levels of bulk insulation.®

5.13  Some submissions argued that this situation has arisen because of pressure
from the fibreglass batts industry. For example:

Regulation of the insulation industry has been bedevilled by the continuing
use of the description “Material R-value” on most bulk insulation products.
This relates to the thermal resistance of a product itself considered in
isolation and measured in a laboratory under controlled conditions... This
use of material R-values in regulation has came about due largely to the
influence of the fibreglass lobby and constitutes a departure from the
current internationally accepted practice of writing codes and standards in
terms of relevant performance criteria. The relevant performance criteria
here, of course, being the performance of the building system in situ, not
that of a component of the system in a lab.°

Lack of a suitable Australian insulation research facility

5.14  Critics argued, in relation to the points above, that ‘the central problem is that
no testing facility exists in Australia for realistic thermal measurement for both cold
and hot climates."® Accordingly to Dr Aynsley:

The standard which | was involved in writing [AS/NZS 4859.1] calls for a
whole lot of testing. The situation at the moment is that there is not a
certified laboratory in Australia that can do a lot of that testing. CSIRO
used to be able to do the testing long ago. It cannot do it anymore... | think
it is an embarrassment, really, that a small country like New Zealand can
maintain a building research institute like BRANZ [formerly Building
Research Association of New Zealand] to test buildings and provide that
sort of independent verification. We cannot do that here anymore.™

7 Dr R. Aynsley, Committee Hansard, 17 February 2010, p. 25.

8 Australian Foil Insulation Association, Submission 23, attachment 6: M. Belusko, F. Bruno,
W. Saman, Thermal Resistance of Australian Roofing Systems, paper to Australian Building
Codes Board international conference, 20-23 September 2009.

9 Amalgamated Metal Industries, Submission 25, p. 4.
10  Wren Industries, Submission 15.

11 DrR. Aynsley, Committee Hansard, 17 February 2010, pp 25-26. BRANZ (formerly Building
Research Association of New Zealand) is ‘an independent and impartial research, testing,
consulting and information company providing resources for the building industry'. See
www.branz.co.nz.
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5.15  Mr Bostrom of Amalgamated Metal Industries argued that 'not only academia
but testing and development have been run down in the name of economic
rationality..."

...We have abolished the CSIRO testing facility... The Australian Institute
of Tropical Architecture, which Professor Aynsley headed, was shut
down...when we need to renew our cyclone code | guess we are going to
have to apply to the University of Edinburgh, where they still have an
institute of tropical architecture—unlike Australia...while the rest of the
world’s standards have become immensely more professional over the last
25 years...in Australia we have gone backwards.*?

5.16  The Institute of Tropical Architecture at James Cook University Townsville
closed in 1999, and the CSIRO insulation testing facility within the Division of
Materials Science and Engineering closed in 2004-05.

5.17 CSIRO advised that it is in the process of re-establishing a commercial
laboratory for testing bulk insulation material in accordance with AS/NZS 4859.1.
This facility will be limited to testing insulation materials and will not provide
research capabilities for insulation materials or address installation. CSIRO research
in the area of energy efficient building design continues to be carried out by the
Division of Sustainable Ecosystems.**

5.18 ICANZ agreed that there should be a 'proper, independent building research
facility' able to investigate claims about insulation.™

Committee comment

5.19 Considering the importance of insulation to the energy efficiency of
Australian homes, it is most regrettable that there is no independent scientific facility
in Australia able to research the properties of the various systems and advise on
insulation policy in context of overall energy efficient housing goals. It is unfortunate
that the dispute between the different forms of insulation, about basic science to do
with the suitability of the different systems, has endured for so long without
resolution. It appears that the lack of a suitable research vehicle has been one of the
reasons for this.

12 Mr M. Bostrom (Amalgamated Metal Industries), Committee Hansard, 17 February 2010,
p. 46.

13 Pers. comm. Dr R. Aynsley, 21 April 2010.

14 Pers. comm. M. Burgess, Research Program Leader, CSIRO Materials Science and
Engineering. 29 April 2010. The insulation testing facility will be operated by the Industrial
Research Services Group, which also tests other aspects of building materials (for example
acoustic, fire resistance, slip resistance). See www.csiro.au/services/Building-and-construction-
testing-services.html.

15  Mr D. D'Arcy (ICANZ), Committee Hansard, 17 February 2010, p. 56.
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520 CSIRO's new test facility, since it will only test in accordance with AS/NZS
4859.1, will not resolve the wider arguments about the appropriateness of the standard
or desirable policy on ceiling insulation.

521 The committee agrees that there should be a dedicated and independent
research facility able to research insulation systems and advise on insulation policy.
Where it should be housed would a matter for further consideration.

5.22  This should be regarded as an essential part of any future government
initiative to improve home insulation, in order to ensure that the investment is directed
most efficiently.

Recommendation 6

5.23  The government should establish a dedicated and industry-independent
program to research insulation systems and help develop efficient and effective
insulation policy.

Claims that Standards Australia's decisions can be unduly influenced by the
sectional interests

5.24  Some witnesses argued that the Standards Australia technical committee BD-
58, which developed AS/NZS 4859.1, is too dominated by sectional industry interests:

The committees are dominated by commercial interests. At the last meeting
of the committee on insulation, three prominent scientists in the field, who
expressed opinions as to what a suitable amendment would be, were
completely disregarded and a vote was taken, largely amongst fibreglass
salesmen, as to what the appropriate measures should be.*°

You have in-house fighting all of the time on the technical aspects. In my
opinion, standards for the insulation industry need to go out of house from
Standards Australia to a more technical expert organisation like AIRAH
[Australian Institute of Refrigeration, Air-conditioning and Heat]. Then you
would remove the commercial aspect of a company that sits at the table on
that committee.’

5.25 In response to these claims, Standards Australia advised that standards are
developed by technical committees which ‘consist of individuals nominated by
organisations that represent the views of large groups of interested and affected parties
with a common interest." Technical committees aim to have a balanced cross section
of groups that have an interest in the standard—for example, consumers, employers,
government, industry, research and academic organisations.®

16  Mr M. Bostrom (Amalgamated Metal Industries), Committee Hansard, 17 February 2010,
p. 46. Similarly Mr T. Renouf (Wren Industries), Committee Hansard, 17 February 2010, p. 82.

17 Mr B. Tikey (AFIA), Committee Hansard, 17 February 2010, p. 32.

18  Standards Australia, answers to questions on notice from hearing 17 February 2010,
(received 15 March 2010), p. 5-6.
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5.26  Standards Australia pointed to the large number of organisations (23) that
were represented on the technical committee (BD-58) which developed
AS/NZS 4859.1. Standards Australia advised that after AS/NZS 4859.1 was amended
in 2006, following complaints by the foil industry, it conducted an independent review
of the process and was satisfied that due process had been followed.™

5.27 In relation to claims of conflict of interest for Standards Australia itself
between its own commercial and standard-setting activities, Standards Australia
advised that it divested its publication and certification business in 2003 to focus on
standards development:

The separation was designed to avoid the potential problem or at least
perception that decisions about the need for standards or priorities may be
influenced by considerations about what was best for the other related
commercial activities... Standards Australia’s operations are now partly
funded via the return on investment from the sale of those assets, royalties
received by the sale of material licensed to SAI Global and direct
contributions from stakeholders wishing to develop specific Australian
Standards.

It ought to be highlighted, however, that the mechanism of funding for
development of an Australian Standard does not alter the due process
required for the successful publication of that Australian Standard.?

Recommendation 7

5.28 That Standards Australia consider amending its funding mechanism so
as to disallow contributions from any stakeholders with a potential commercial
interest in any Australian Standard.

5.29  Whilst Standards Australia's technical committees may be based on a
'balanced cross section' of interest groups: this can be seen to allow blurring of
scientific and policy questions. It would seem logical for scientific matters in
standards to be decided by appropriate experts, with the policy questions that arise
from the science to be decided by a larger group that includes industry interests.

Recommendation 8

530 That Standards Australia consider reconfiguring its technical committee
arrangements to prevent commercial interests from being seen to unduly
dominate decisions which should be based on scientific evidence.

5.31 In relation to the points of dispute noted above, the committee notes that
Standards Australia's responses focussed on procedural matters, not the actual points

19  Standards Australia, answers to questions on notice from hearing 17 February 2010,
(received 15 March 2010), p. 8.Ms K. Riley-Takos (Standards Australia), Committee Hansard,
17 February 2010, p. 94.

20  Standards Australia, answers to questions on notice from hearing 17 February 2010,
(received 15 March 2010), p. 11.
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of technical dispute (for example, the extent to which R-values in real conditions fall
short of material R-values determined according to the standard). The committee
recommends that Standards Australia should respond publicly on the points of
scientific debate.

Recommendation 9

5.32 Standards Australia consider responding publicly and in detail to the
scientific criticisms of AS/NZS 4859.1, and if necessary undertake an
independent review of the standard.

Issues relating to the Building Code of Australia

5.33 The Building Code of Australia sets building standards which the
states/territories implement through regulations. It contains minimum requirements for
roof/ceiling insulation.”* Although it applies only to new buildings, it is relevant to the
inquiry as:

. the levels of insulation required in the HIP (see paragraph 2.21) were
modelled on it (though they were not identical); and

. some submitters raised concerns about the adequacy of the Building Code of
Australia's provisions on insulation, particularly in light of recent changes
which will increase the roof/ceiling insulation requirement.?

5.34  The concerns raised in submissions were:

. the new, increased insulation requirements are not based on sound analysis of
costs and benefits, and go beyond what is worthwhile; and

. the BCA does not adequately deal with the problems of bulk materials in hot
climates and condensation in roof spaces.

21 A building can be designed to satisfy the BCA through a number of pathways. Most homes use
either an energy rating assessment (star rating) or the 'deemed to satisfy' acceptable
construction practices set out in the BCA. The minimum insulation standards in the BCA are
‘deemed to satisfy' provisions. Housing Industry Association, Submission 16, p. 2.

22  The new standard is part of various changes to the BCA's energy efficiency provisions, initiated
by the Council of Australian Governments in 2009 as part of the National Strategy for Energy
Efficiency. The Australian Building Codes Board released a Consultation Regulation Impact
Statement in September 2009. BCA amendments were released on 11 March 2010. The
states/territories have undertaken to implement the changes in their regulations by May 2011.
COAG communiqué 30 April 2009. Australian Building Codes Board, Consultation Regulation
Impact Statement — Proposal to revise the energy efficiency requirements of the Building Code
of Australia for residential buildings — classes 1, 2, 4 and 10, September 2009. Hon. Kim Carr,
Minister for Innovation, Industry, Science and Research, COAG commitment on new building
energy efficiency fulfilled, media release 22 January 2010.
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Concerns about increased insulation requirements in the Building Code of
Australia

5.35  New insulation requirements are part of various changes to the Building Code
of Australia's energy efficiency provisions which will increase the energy efficiency
requirement for new residential buildings from five to six stars or equivalent. The
roof/ceiling insulation requirements before and after the recent changes are shown in
the following table:

Figure 3—Roof and ceiling insulation: minimum total R-values' for class 1 buildings®

climate 1 2 2 3 4 5 6 7 8
zone® below | 300m
300m or
more
2009 2.7 2.7 3.0 2.7 35 3.2 3.7 4.3 4.8
2010* 4.1 4.1 4.1 4.1 4.1 4.1 4.1 4.1 6.3

4.6 4.6 4.6 4.6 4.6 4.6 4.6 4.6 6.3
5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.1 6.3

direction of | down | down | down | down up up up up up
heat flow &up | &up
Notes:

! Total R-value: the sum of the R-values of the individual component layers in a composite
element including any building material, insulation material, airspace and associated surface
resistances.

2Class 1 buildings: detached houses and attached dwellings separated by fire-resistant walls
and not above or below another dwelling; also certain boarding houses, guesthouses and the
like.

3 Climate zones are defined in the Building Code of Australia, from 1 hottest to 8 coldest:
see Appendix 5.

*The 2010 standard varies according to the solar absorptance of the upper surface of the
roof. The three figures are the standard where the roof has an upper surface solar
absorptance of — not more than 0.4; not more than 0.6; and more than 0.6.

Source: Building Code of Australia, 2009, volume 2, table 3.12.1.1; 2010, volume 2, table 3.12.1.1a.

5.36  Several submissions argued that the increased insulation requirements are not
soundly based:

The Housing Industry Association considers that the current minimum
standards set out in Part 3.12 of the Building Code of Australia (BCA) are
sufficient... In separate submissions to the Australian Building Codes
Board during 2009, HIA has outlined a range of significant concerns in
relation to these future changes... HIA has called on the Government to
recognise that there is a range of more cost-effective options for new homes
to achieve improved energy efficiency.?

The Australian Building Codes Board have planned to also introduce new
higher insulation R-values into the 2010 BCA Energy Efficiency

23 Housing Industry Association, Submission 16, p. 3.
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5.37

Amendments also without justifying or validating the modelling outcomes
from rigorous field research... This decision by the ABCB is made in the
face of an over whelming reaction of dismay and rejection submitted by
many industry stakeholders including those of the likes of the HIA, Master
Builders Association and National architects bodies.**

Expert witnesses described the ‘law of diminishing returns’ from more

insulation:

5.38

The intention of the Building Code of Australia to double insulation levels
from May 1, 2010, should be seriously reviewed.... Increased insulation is
subject to diminishing returns.... The 20mm extra (insulation) will cost
roughly twice as much for the extra insulation and will have only half as
much effect as the first 100mm.?

The correct choice is that choice that gives the minimum lifecycle cost...
there is a level where extra R will actually cause an increase in life-cycle
energy costs and greenhouse gas costs.?

Further, as the amount of insulation increases, the loss of efficiency through

‘thermal bridging' (tendency of heat to pass through less insulated pathways)
increases:

5.39

The initial insulation added to a surface makes the most significant effect.
As extra insulation is added an increasing proportion of the total heat
transfer occurs through paths that have not been insulated; doors, windows
etc. It is better to consider all of the heat paths in a particular building rather
than to insulate one of them heavily.?’

Further, it was argued that increased insulation requirements will worsen the

‘heat box' problem in warm climates mentioned at paragraph 4.83ff (tendency for bulk
insulation in warm climates to keep naturally ventilated houses hotter at night):

5.40

Queensland’s climate zones 1 and 2 are about to get a 100 per cent increase
in R-value. That is completely unjustified... It is very, very serious, because
the houses will stay hotter longer.?®

On the other hand, the Australian Building Codes Board (ABCB), in its

Regulation Impact Statement for the recent changes, said, 'studies carried out show a

benefit in more roof insulation in all locations.

129

24
25

26
27

28

Aluminium Foil Insulation Association, Submission 23, p. 3.

Dr R. Aynsley, Submission 17, p. 1. Similarly Dr R. Aynsley, additional information 20 April
2010; Mr T. Renouf, additional information 16 June 2010.

Autex, Submission 10, appendix A, report by James Fricker.

CSIRO Division of Building, Construction and Engineering, Notes on the Science of Building,
NSB-162, August 1991, par. 7.02.

Mr T. Renouf (Wren Industries), Committee Hansard, 17 February 2010, p. 84.
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541 ICANZ argued that 'by moving to 6 stars, Australia is simply bringing its
standard closer to those countries with similar conditions.”® ICANZ submitted that
references to diminishing returns are an ‘oversimplification’, because:

. labour is a major part of the installation cost, and this does not vary
significantly with the thickness of material, so installing thicker material has
diminishing marginal cost;

. given the likely higher costs of energy in future, 'it is often sensible to choose
a high level of insulation, as the disbenefit [of going beyond today's
proscribed levels] is so small at today's costs.'**

5.42  Concerns about the uncertain cost-effectiveness of more stringent energy
efficiency requirements are also raised in some submissions to a recent government
discussion paper on national building energy standard-setting. *> For example, the
Master Builders Association said:

Increasing the energy efficiency requirements for new homes is subject to
the law of diminishing returns... it is simply not cost-effective to mandate
any more than a 6-star rating for homes.*

Claimed inadequate treatment of ‘heat box" and condensation issues in the Building
Code of Australia

5.43  Submissions on inappropriate use of bulk materials in warm climates, and the
problem of condensation in warm climates, are described in chapter 4.

5.44  Several submissions argued that the Building Code of Australia pays
insufficient attention to these matters. It was suggested that the table of R-values by
climate zone in the BCA should include, as well as minimum R-values, a maximum

29  Australian Building Codes Board, Consultation Regulation Impact Statement — Proposal to
revise the energy efficiency requirements of the Building Code of Australia for residential
buildings — classes 1, 2, 4 and 10, September 2009, p. 133.

30 ICANZ, Submission 18, p. 5.
31 ICANZ, additional information 19 April 2010, pp 7-8.

32  Department of Climate Change and Energy Efficiency, National Building Energy Efficiency
Standard-Setting, Assessment and Rating Framework—Public Discussion Paper, March 2010.

33 Master Builders Association, submission 42 to National Building Energy Efficiency Standard-
Setting, Assessment and Rating Framework discussion paper, May 2010, p. 12. Similarly
Housing Industry Association, submission 73, p. 8: 'HIA would not support any changes to the
BCA stringency for building energy efficiency without a clear target being established for new
residential buildings, and evidence being provided that shows the changes will provide a
positive cost-benefit..." Australian Institute of Refrigeration, Air Conditioning and Heating,
submission 40, p. 1: 'There is a push to continually improve the energy efficiency of buildings,
but there is very little evidence that the regulations are delivering the desired outcomes." See
www.climatechange.gov.au/government/submissions/building-framework-paper.aspx
(accessed 20 June 2010).
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up R-value for naturally ventilated houses in hot climates so that heat can escape from
the house at night:

5.45

5.46

Before the Energy provisions of the BCA were prepared, Professor
Aynsley, former Head of the Australian Institute of Tropical Architecture,
advised the ABCB to specify minimum R-value for heat flow down
together with a maximum R-value for heat flow up [in tropical and sub-
tropical climates].To my knowledge, the impact of such a regime was never
modelled in preparing the BCA amendment, once again presumably
because it would have excluded bulk insulation from consideration, even
though it would have led to a superior result in terms of comfort and energy
savings for the Australian community.®*

Dr Aynsley submitted:

'Studies carried out show a benefit in more insulation in all locations' is
based on computer modelling using the discredited Accurate energy rating
software. This software does not adequately model latent heat exchanges, or
energy exchanges and thermal comfort in naturally ventilated or
evaporatively cooled building or the cooling effects of elevated air speeds.*

In relation to condensation problems: the Building Code of Australia's energy

efficiency sections have a few relevant comments, but they do not give clear direction
on the interaction of condensation and insulation in naturally ventilated warm climate
houses.*

5.47

ICANZ submitted that 'high levels of insulation will not create a hot box when

ventilation is adequate (not perfect) and heat gains through windows are moderated
(not eliminated)'—because 'insulating reduces heat gains [during the day] by more
than it slows night time heat loss':

34
35

36

Amalgamated Metal Industries, Submission 25, p. 5.

Dr R. Aynsley, additional information 16 April 2010. The 'studies carried out' are those referred
to in the ABCB's statement quoted at paragraph 5.41 above. See also M. Kordjamshidi et al.
'Modelling efficient building design: a comparison of conditioned and free-running house rating
approaches', Architectural Science Review, vol. 50.1, 2007, pp 52-59. Similarly see
submissions 65 (Tropical Green Building Network) and 53 (Prof. T. Williamson) to the
Department of Climate Change and Energy Efficiency's National Building Energy Efficiency
Standard-Setting, Assessment and Rating Framework March 2010 discussion paper: see
www.climatechange.gov.au/government/submissions/building-framework-paper.aspx

(accessed 20 June 2010).

Building Code of Australia, 2009, volume 2, part 3.12. The most relevant comments in

volume 2 of the BCA are at 3.12.1.1: 'Artificial cooling of buildings in some climates can cause
condensation to form inside the layers of the building envelope... Effective control of
condensation is a complex issue. In some locations a fully sealed vapour barrier may need to be
installed..." Also 3.12.1.2: 'In some climate zones insulation should be installed with due
consideration of condensation and associated interaction with adjoining building materials.’
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If a house does not heat up as much during the day the fact that it can't cool
down as quickly during the night is not important if it is more comfortable
inside because it never got as hot in the first place.*’

Committee comment

5.48

Determining concerns raised above is beyond the expertise of the committee.

The Australian Building Codes Board should be asked to respond.

Recommendation 10

5.49

5.50

The Australian Building Codes Board should consider:

making public the submissions received during the consultation on the
recent changes to the energy efficiency requirements of the Building Code
of Australia;

responding publicly and in detail to the concerns raised in this inquiry,
and any related issues raised in submissions to the recent consultation,
about the treatment of insulation in the energy efficiency requirements of
the Building Code of Australia; and

explaining the basis upon which BCA has not adopted suggestions that
roof/ceiling R-value standards in the BCA (volume 2, table 3.12.1.1a)
should include, in warm climate zones, maximum up values for naturally
ventilated houses as well as minimum down values.

It is regrettable that there continues to be uncertainty and dispute about such

basic energy efficiency provisions. This reinforces the need for independent building
research facility able to research into and advice about the efficiency of insulation
systems and, as recommended at paragraph 5.23.

37

ICANZ, additional information 19 April 2010, pp 9 and 14.



Chapter 6

Conclusions

6.1 Overall the committee is of the view that the program has been a breathtaking
and disastrous waste of more than a billion dollars of tax-payer's money which has
had devastating consequences for many honest and hard-working Australian families.

6.2 Firstly, it has caused massive disruptions for many genuine insulation
companies. Through their direct participation in the program or in the industry
generally, it has unjustifiably ruined many small businesses and their reputations, and
tarnished the reputation of its products and standards more broadly.

6.3 Secondly, it has left thousands upon thousands of householders with the
uncertainty of not knowing whether or not their roof space is a safety fire or electrical
risk. Too many householders and families have already learned of the tragic fire risk
in their homes too late.

6.4 Thirdly and most significantly, it has been associated with the deaths of four
young installers, and shattered the lives of their families and their friends. It has also
injuring an unknown number of others.

6.5 Finally, it has also sullied the waters for future large-scale government driven
environmental programs.

6.6 The design and delivery of this program has been a monumental failure with
serious and lasting consequences of the highest magnitude.

6.7 This program was ill-conceived and poorly thought through, despite it being
initiated at the highest levels of government by the then Prime Minister (Mr Rudd),
then Deputy Prime Minister (Ms Gillard), Treasurer (Mr Swan) and Minister for
Finance (Mr Tanner). While ultimate responsibility rests with the minister charged
with the delivery of this program (Mr Garrett), they, along with the Parliamentary
Secretary and later Minister with responsibility for stimulus spending (Senator Arbib),
must shoulder a significant degree of responsibility for these dire consequences,

6.8 The program has also exposed significant failings within DEWHA and the
other agencies involved in development and delivery, notably the Office of the
Coordinator General and DEEWR. Their Ministers (Mr Garrett, Senator Arbib and
Ms Gillard) as well as their senior executives are guilty of gross failings of good risk
management practices.

6.9 In the committee's view the problems of the Home Insulation Program arose
from four primary areas:

. the government’s insistence upon rapid roll-out;

. certain program design elements which increased risks;
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. DEWHA's ineffective risk management procedures and administration; and
. ambiguity about and conflicts inherent in the program's purpose.

Rapid roll-out created serious risks

6.10  In the committee's view a key factor in the problems of the Home Insulation
Program arose from trying to roll it out too quickly. The government did this
deliberately in order to encourage quick program up-take to bolster its impact as a
stimulus measure. However, this caused a huge influx of inexperienced installers, with
what should have been predictable detriments to safety and quality of work.

6.11  Government imposed haste had negative consequences for the workforce,
sourcing of insulation materials generally, and overrode consideration of ensuring the
right insulation product was used for the right purpose.

6.12  The insulation industry (quite apart from the problems created by the
unexpected closure of the HIP) is left with fears for the longer term downsides of a
decade's worth of retrofit business being crammed into a short period using a high
proportion of imported materials.*

Aspects of the program's design increased risk

6.13  The program's design clearly increased safety risks for both installers and
households. A key mistake was failing to ensure from the outset that all personnel
involved in installation (not only supervisors) were properly trained. It was not
adequate to allow a trained/qualified registered installer to supervise what could be an
unlimited number of untrained workers. In this situation it was unreasonable and
irresponsible to assume that written warnings about fire and electrical safety would
effectively reach the actual workers in the roof.

6.14 A further key risk factor was that the Medicare billing system, designed
specifically so that most householders would not be out of pocket, meant that
householders had little stake in the quality of the work. It encouraged direct marketing
of ‘'free insulation', which left ill-informed householders wvulnerable to the
disingenuous practices of a small number of unscrupulous operators.

DEWHA's risk management and administration

6.15 In the committee's view a program of this scale with its government imposed
imperatives proved beyond DEWHA'’s capacity to implement. DEWHA did not
respond with sufficient urgency to the risks created by the hasty roll-out of such a
large program.

1 ICANZ suggested that the program should have been taken over 4-5 years: Submission 18,
p. 13.
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6.16  Stakeholders gave DEWHA strong warnings of the electrical and fire safety
risks from as early as February 2009. DEWHA did not pay enough attention to these
early warnings. Furthermore, as issues emerged over electrical and fire safety, and
non-compliance and fraud, DEWHA's responses were both slow and often inadequate.
Making the standards more stringent in the final few months of the program was too
little, too late.

6.17  Details of risks were either not satisfactorily conveyed to senior executives
and ministers or, if conveyed, were not acted on. The committee considers that either
the failure to seek more comprehensive briefings as problems were highlighted by
industry and media, or the failure to more effectively act on such briefings, stands as
acts of gross ministerial negligence. Regardless of whether it was a case of not
knowing or not acting, Minister Garrett stands condemned for his inaction.

6.18 It appears that for most of the period DEWHA's management structure was
inadequate for the scale of the program. A management structure more suitable to the
size of the program, with fewer other responsibilities for the relevant Deputy
Secretary, was established only in November 2009.

Ambiguity about the program's purpose

6.19 In the committee's view a key mistake was the balance struck between the
program's goals as a stimulus measure and an environmental program. Too much
focus was placed on the program as a stimulus measure to the detriment of its
potential environmental outcomes. A more balanced approach between these two
goals should have been achieved.

6.20  Inthe committee's view a better balance of the two intended goals would have
implied:
. a lower, more orderly rate of activity over a longer period,;

. more attention to researching and promoting appropriate forms of insulation,
with better information for consumers;

. measures to achieve some buy-in by householders without excessively
dampening the take-up (for example co-payment; payment by reimbursement;
compulsory safety switches);

. more attention to skills and training; and
. more attention to auditing and compliance.
The future

6.21  The committee considers a royal commission imperative.

6.22  Only a royal commission with appropriate powers and terms of reference
could overcome the obstacles encountered by this committee in seeking evidence from
ministers who were also members of the House of Representatives. As a matter of
comity between the Houses and possibly as a matter of law, it may be that the Senate
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does not have the power to summon such persons whereas a royal commission could
be empowered to do so. A royal commission would also have quicker and more
readily applicable remedies to deal with the problems encountered by the committee,
including:

. Ministers unwilling to volunteer testimony and/or answer questions;

. Documents kept secret to government, on questionable or unprecedented
grounds; and

. Conflicting, vague and/or unhelpful answers to questions.

6.23  When it was first announced in late February 2010, the committee had
concerns about the apparent rush to implement the Renewable Energy Bonus Scheme
(REBS) by 1 June 2010. This would have led to a rate of activity still much higher
than the pre-HIP norm, and it is hard to see how, with the short preparatory times
again proposed, it could avoid a repetition of the poor outcomes of the HIP. These
concerns were addressed when the Government dropped the insulation component of
the REBS (in spite of the fact that the government thus reneged on a commitment
made only two months earlier to insulate 1.9 million homes by 2011).? This was also a
realisation by the government that the remaining funds allocated were, unfortunately,
overwhelmingly required for the clean-up programs required to address the failing of
the HIP.

6.24  The committee hopes the systemic failure of the HIP will not disparage future
energy efficiency initiatives. The committee strongly supports measures to improve
the energy efficiency of buildings, including by insulation. It is most regrettable that
the publicity given to the adverse outcomes of the HIP has raised doubts about the
safety of insulation in the public's mind.

6.25 The committee stresses that roof insulation is a very valuable energy
efficiency measure, that should be safe and effective if properly installed. The
committee hopes that future governments will work with the insulation industry to
restore and rebuild its reputation and longer term security.

Recommendation 11

6.26  That the Government form a small advisory group, representative of all
of the different components of the insulation industry, to:

. develop and consider policies or measures necessary to maintain a viable
insulation industry in Australia;

. consider policies or measures to maximise the energy efficiency for
Australia's building stock in safe and measured ways;

2 Hon. P. Garrett, Minister for the Environment, Heritage and the Arts, Significant changes to
Commonwealth environmental programs, media release, 19 February 2010.
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proceed with the necessary research and changes to standards required
to provide clarity around the efficiency of different forms of insulation
for different climates; and

review industry standards and workplace practices to ensure high quality
standards across all jurisdictions and rebuild public confidence in the
sector.

Senator Mary Jo Fisher

Chair
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Government Senators' Minority Report

Government Senators welcome scrutiny of the Home Insulation Program. We note
that there are a number of processes underway or concluded, including the Hawke
Review, the Auditor-General’s performance audit, and this Senate Inquiry.

There are also a number of coronial inquiries that will be conducted into the deaths
that have been associated with the Program.

These inquiries mean that the Home Insulation Program is one of the most scrutinised
Government programs, which is appropriate. We also note that such a level of scrutiny
rarely, if ever, applied to programs under the previous Government.

We acknowledge the contributions by companies, associations and individuals to the
proceedings of the Senate Inquiry. In particular, we note the efforts of Kevin and
Christine Fuller in making their submission, and in appearing before a hearing,
following the tragic death of their son installing insulation.

The deaths of four young Australians installing insulation under the HIP is a terrible
tragedy. Minister Combet has already indicated that these four fatalities are
independently the subject of workplace safety authority investigations and reports,
police investigations, and will also be the subject of coronial inquiries, and that the
Government will do what is necessary and appropriate to support these inquiries.

We would also like to acknowledge the cooperation that we received from
Government Departments during this inquiry.

These Departments including the Department of the Prime Minister and Cabinet; the
Department of Environment, Water, Heritage and the Arts; the Department of Climate
Change and Energy Efficiency; and the Department of Education, Employment and
Workplace Relations all contributed their time freely and generously.

The Committee requested an enormous amount of information from these
Departments. We would like to acknowledge, contrary to comments from the
Coalition Senators, that the Departments involved in the inquiry gave many hours of
their time and submitted literally hundreds of pages of information in responses to
questions from the Committee. We would also note that such cooperation was not
always forthcoming under the previous Government.

1 Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2150.
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In our view, Government officials have fully cooperated with the requests of the
Senate Inquiry into the Home Insulation Program and have helped the inquiry reach
the conclusions we have.

Just because the information provided by the Departments to the inquiry did not fit the
political agenda of the Coalition, this in no way detracts from the very professional
cooperation Departmental officials gave us, often under very trying circumstances.

The Home Insulation Program

It should at the outset be noted that there were serious problems with the roll out of
the Home Insulation Program including under-resourcing, high staff turnover and
underestimation of the number of disreputable players who would enter the market.

These issues have been have been examined by Dr Hawke as well as by this
Committee and have been acknowledged by the Government on a number of
occasions.

It will be very important that the Government draws on the lessons to be learnt from
those aspects of this Program that failed and focus its efforts on the remediation of the
Program.

However, it is also important the Home Insulation Program is placed in context.

The Home Insulation Program was designed as part of the Government’s response to
the global financial crisis. The potential for the crisis to impact severely on the lives of
all Australians meant that the Government had to implement measures to stimulate the
economy in a short timeframe.

The Home Insulation Program was a part of the stimulus measures. Despite some of
the issues mentioned the stimulus has had very positive impact on the economy and
employment, which was made clear in evidence given to the Committee.

In addition to the impact on the economy as a whole, the Home Insulation Program
led to the registration at the peak of installation activity of over 10,000 installation
firms, employing many thousands of workers.

The Program also delivered the first ever national training program for ceiling
insulation employees, with over 3,700 workers completing the new training package.
Prior to the program this was a largely unregulated industry with little incentive for
workers to be properly trained.

Attitude of Coalition Senators

Government Senators also wish to note the unfortunate fact that Coalition Senators on
this inquiry appear more intent on making a political argument against the
Government’s Home Insulation Program than reviewing it in a considered and
responsible manner.
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The Majority Report, in sections, reads far more like a political diatribe than any
thoughtful and considered analysis of the Program.

Also the Majority Report is full of speculation and assertions that are not substantiated
and have no evidence attached to them. In fact, the only reason for them to be present
in the report is to add to the Coalition’s political agenda.

It is frankly disappointing that the Coalition has sought to trivialise this inquiry
through such blatant point scoring.

However, it should be clearly noted, that during hours of evidence and numerous
submissions, the Committee heard no evidence to establish any wrongdoing from the
then Minister.

Indeed, the evidence tendered to this Committee clearly and unambiguously backs the
conclusion of Dr Hawke in his report when he said that responses to issues raised
under the Program by Minister Garrett and DEWHA were both appropriate and
timely.2

While this may not fit the narrative that the Coalition is trying to create it is very
important that such a conclusion is noted in the report of this Committee. Any
alternative conclusion is not backed by evidence.

We would also like to note that the Coalition’s repeated attempts to discredit the
program has caused significant damage to the reputation of reputable installers and
also has contributed to a fall in public confidence of insulation products.

We would now like to address some of the specific recommendations contained in the
majority report.

Recommendation 1 — Royal Commission
Government Senators reject Recommendation 1 of the Majority report.

Given the high level of scrutiny being applied to the program and the numerous
inquiries into the Program we do not believe that it is appropriate that a Royal
Commission is held.

We welcome scrutiny of the program and believe that inquiries currently underway
should be finalised and those that have been completed should be considered in full
and responded to by the Government.

Therefore we believe that Recommendation 1 should be rephrased to say:

2 Dr Allan Hawke, Review of the Administration of the Home Insulation Program, April 2010,
p. Xii.



96

New Recommendation 1

The Committee welcomes the high level of scrutiny being applied to the Home
Insulation Program.

The Committee believes that the Government should respond in full to the
findings of completed inquiries and also undertake to respond in a prompt and
comprehensive way to those that are yet to be finalised.

The Government should prioritise its response to this Senate Inquiry and the
Australian National Audit Office’s inquiry into the design and implementation of
the Program.

Lessons drawn from these inquiries should be applied to future Programs run by
the Government.

Recommendation 2 — Inspections of homes
Government Senators reject Recommendation 2 of the Majority report.

The Government has made clear that safety is its first priority in regards to the
inspection program.

The Government has committed to inspecting a minimum of 150,000 houses with
non-foil insulation in addition to every house where the householder requests an
inspection. All 50,000 houses with foil insulation will be inspected.

The Government has also made clear that it will inspect more houses if its risk
assessment deems it necessary to do so.

In addition any householder who wants an inspection can ring the Safety Hotline and
will received one.

This commitment balances the need to reassure the public that their houses are safe,
without causing unnecessary fear in the community or damage to the brand of
reputable insulation installers.

While the Government acknowledges that there have been a number of installation
firms who have not installed the insulation safely, the majority of the insulation was
installed by industry players who are reputable and have been long standing in the
business.

Some of these firms have issued guarantees on their product and workmanship and to
suggest that all homes need to be inspected is tarnishing the name of these legitimate
businesses and the industry as a whole.
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New Recommendation 2

Given potential fire and safety risks, the Government should proceed with its
program to inspect as many homes as necessary for potential fire and safety
risks, which had insulation installed under the Home Insulation Program.

Recommendation 3 — Issues around the quality of insulation installed
Government Senators reject Recommendation 3 of the Majority report.

The Government has consistently stated its priority was acting to mitigate safety and
fire hazard risks.

For example, in his speech to Parliament on 10 March 2010, Minister Combet stated
that the intent of the inspection program was “to identify and address the extent of
safety and fire hazard concerns, to mitigate risk, and thereby reassure householders

who have had their homes insulated under the Program”.?

It is the view of Government Senators that the priority focus of the Government’s
inspection program must remain on safety. To focus instead on issues of product
quality (where there are no safety implications) would divert resources from the key
objectives of the safety inspection program.

New Recommendation 3

The priority focus for the Government’s household safety inspections should
continue to be to identify and address safety and fire hazard concerns, and to
mitigate such risks.

Recommendation 5 — Fraud under the Home Insulation Program

Government Senators reject the wording of Recommendation 5 of the Majority
Report.

The Senate Inquiry rightly identifies this as a key issue that needs to be addressed as
quickly as possible.

Government Senators believe that the Government is taking all practical and
appropriate steps to ensure that people will be made to account for their unscrupulous
behaviour.

3 Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2151.
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In his statement to Parliament on 10 March 2010, Minister Combet reinforced the
extent to which fraud may have been carried out under the Home Insulation Program.*

He also provided a firm commitment to investigate program-related fraud and pursue
through all possible means those unscrupulous operators who flagrantly abused the
trust of many Australians.

Government Senators note that upon assuming ministerial responsibility for the Home
Insulation Program, Minister Combet initiated two major steps to assist in this
process. First, he invited the Auditor General to undertake an audit of the program.

Second, Minister Combet directed that an independent forensic audit of the program
be undertaken to determine the extent of the fraud and to assist in compiling evidence
for further investigation and action.

As we have heard the Department of Climate Change and Energy Efficiency has
engaged the firm KPMG to undertake this work.

Government Senators welcome the fact that the Government has undertaken to
provide more details on its strategy to pursue these individuals when the forensic audit
is completed.

This will necessarily involve cooperation from agencies such as the Australian Federal
Police, State and Territory police, state fair trading and other regulatory bodies as
appropriate.

We also note evidence that on a day-to-day basis, potential fraud is being identified
through on-going compliance checking and other information received from the
public, fire brigades, work safety authorities and offices of fair trading.

The Government has also made clear that consideration will also be given to
recouping monies paid to proven fraudulent companies.

Given these actions we propose a rephrasing of Recommendation 5.
New Recommendation 5

The Committee welcomes the actions taken by the Government to address issues
relating to fraud under the Home Insulation Program.

The Government should continue to pursue the strongest possible action against
unscrupulous operators who are found to be guilty of fraudulent activities. When
appropriate the Government should publicly report on these activities.

4 Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2150.
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Other recommendations

With respect to the remaining recommendations the Government Senators believe
these are outside the expertise of the Committee and therefore look forward to the
Government’s response.

Remediation of the Home Insulation Program

In his statement to Parliament on 10 March 2010 Minister Combet outlined his four
key priorities. They included:®

e Toputin place a household inspection program to identify and address the extent
of safety and fire hazard concerns, to mitigate risk and reassure householders;

»  Toassist industry and employees to adjust to the termination of the Program;

e Toidentify and put in place processes to deal with issues of non-compliance and
fraud; and

 To identify any failures of administrative processes within Government
associated with the design and failure of the program.

Although it is not strictly related to the terms of reference for this inquiry, in
concluding, it is worth reflecting on what has happened over the last few months
against these priorities as this goes to the heart of what the Government is doing to
address many of the issues we have raised.

First, the two safety inspection and rectification programs established by the
Government are successfully alleviating safety issues for those Australian households
who have been concerned about their installation. Over 60,000 inspections have been
completed over the last four months. Importantly, these programs have been
developed in consultation with industry experts and are using qualified, experienced
people to undertake the required work.

The Government has committed to inspecting at least 200,000 households. All 50,000
households that had foil installed under the Home Insulation Program will be
inspected. During that inspection householders will have the option of either removing
that foil or installing safety switches based on the advice of a qualified electrician.
Under the Home Insulation Safety Program a minimum of 150,000 households with
non-foil insulation will be inspected. Furthermore, the Government has guaranteed
that those people who want a safety inspection will be provided with one.

Second, the Government has provided $56 million in assistance to the insulation
industry. Under the Insulation Workers’ Adjustment Package $41 million has been
allocated to help those workers impacted by the closure of the Home Insulation

5 Hon. G. Combet, Minister Assisting the Minister for Climate Change and Energy Efficiency,
House of Representatives Hansard, 10 March 2010, p. 2149.
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Program readjust to new employment. A further $15 million has been provided to
reputable home ceiling insulation businesses for inventory held when the Home
Insulation Program was terminated on 19 February 2010.

Third, the Government has taken significant steps to identify fraud under the Program,
particularly with the commissioning of an independent forensic audit by KMPG. This
process will provide the information needed to assist in tracking down and prosecuting
individuals who have deliberately committed fraud against the Commonwealth.

Fourth, the Government has encouraged and supported independent and open scrutiny
of program development and administration. The Hawke Report provided an
independent, fair and comprehensive assessment of the Home Insulation Program and
identified both its strengths and weaknesses. The Government has also invited the
ANAO to undertake an independent audit of the Home Insulation Program.

Across any measure, the Government is making significant progress in addressing the
priorities outlined by Minister Combet on 10 March 2010.

We believe that the Majority Report has failed to adequately acknowledge this
progress and in many cases, is recommending actions that have already commenced.
This duplication is both unnecessary and unproductive.

The support provided to the Hawke Report, the ANAO investigation and the Senate
Inquiry demonstrates that the Government remains committed to ensuring
accountability and due diligence in its programs.

As much as possible, we believe that the Government’s focus and current efforts

should remain in making people’s homes safe and providing appropriate support to the
industry.

Senator Anne McEwen Senator Dana Wortley



The Greens' Dissenting Comments

The tragic mismanagement of the government’s well-intentioned insulation roll-out has
resulted in deaths and house fires. It has left many high-profile people and business
casualties in its wake, not to mention people who are fearful of the consequences for their
homes. One of those casualties is public confidence in what is a vital tool for reducing
emissions, saving money and energy.

There are many lessons to be learnt from the failure of the scheme in terms of governance
regimes and preparation at both departmental and ministerial levels, but it is critical that
that failure is not used as a reason to abandon insulation. The government should be
actively promoting insulation instead of allowing a negative image to take hold in the
public mind.

When moving again to encourage the roll-out of insulation across the country, it is critical
that the government ensures that high standards are in place and enforced and that all
installers are trained through properly accredited registered training organisations. Proper
audit functions need to be built in at the start of any future programme.

Although the failings in administration and project management of the Energy Efficient
Homes Package were serious, and the Greens share the Opposition’s frustration with the
lack of transparency of the Departments of Environment, Water, Heritage and the Arts,
the Department of Climate Change and Energy Efficiency and the Department of the
Prime Minister and Cabinet, and the refusal of the relevant Ministers to appear before the
Inquiry, we believe that it is premature to call upon the extraordinary powers of a Royal
Commission.

What is clear is systemic failure across both the Home Insulation and the Green Loans
schemes to act on warnings and identified risks. The Greens believe that the most
important cause was a refusal by the Department of the Prime Minister and Cabinet to
heed repeated warnings about unacceptable levels of risk and their stubborn adherence to
an unrealistic timeframe for roll out. Political imperatives relating to the roll out of the
stimulus package took precedence over the proper design and implementation of these
programmes.

The Greens believe that the Government’s administration of the Insulation scheme should
not be seen in isolation from the Green Loans Scheme and that both should be the subject
of further consideration by the Senate once the Auditor General’s reports into both
schemes have been released and the Coroner’s reports into the deaths of the installers
have been completed.

Senator Christine Milne
Greens Spokesperson on Climate Change and Energy
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Appendix 1

Submissions

Mr Malcolm Moore

Name Withheld

Name Withheld

H & K Ryan & Associates — example of ceiling insulation defects
Construction and Property Services Industry Skills Council (CPSISC)
Australian Conservation Foundation and Australian Council of Social Service
Confidential

Australian Cellulose Insulation Manufacturers Association (ACIMA)
United Bonded Fabrics Pty Ltd

Autex Pty Ltd

Polyester Insulation Manufacturers Association Australia PIMAA
Skygreen

Tenants Union of Victoria

Arrowform Pty Ltd

Wren Industries Pty Ltd

Housing Industry Association

Dr Richard Aynsley, Building Energetics Pty Ltd

Insulation Council of Australia and New Zealand

Department of the Environment, Water, Heritage and the Arts
Master Electricians Australia

Department of Education, Employment and Workplace Relations

Mr Brad Lindsay, Horizon Energy Systems (United States)
Aluminium Foil Insulation Association Inc

Horizon Energy Systems (Australia)

Amalgamated Metal Industries Pty Ltd

Standards Australia

Mrs Lorna M Mears

Name Withheld

Mr Eric Davidson

Mr Kenneth Royan
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31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53

Confidential

Mr Mervyn Dionysius

Mrs Margaret Jackson

Mr David Hill

A&B Mintec A Division of Bradflo

Mr Paul Johnson

Mr Tom Gordon

Name Withheld

National Electrical and Communications Association
Ultra-Shield Insulation Pty Ltd
Amalgamated Metal Industries Pty Ltd

Mr Peter R Crawford

Mr Kevin Fuller

Australian Bathroom & Waterproofing Association
Sustainable Home Designs & Assessments
The Australia Institute

Confidential

Kenneth Vaughan

Mr Graham B Ware

Mr Michael Cunich

Mr Mark Delany, T/as Stimulus Insulation
Ms Barbara Matthies

Mr Rick Palfery, Rite Temp Cellulose Fibre



Appendix 2

Tabled documents, additional information,
correspondence and answers to questions taken on notice

Documents tabled at public hearings

Polyester Insulation Manufacturers Association of Australia: industry consultation
meeting outcomes; correspondence; flyer, tabled by Mr Tino Zuzul, on
17 February 2010.

Dr R. Aynsley: speaking notes, tabled on 17 February 2010.

Aluminium Foil Insulation Association: recommended improvements to the HIP,
tabled by Mr Brian Tikey, on 17 February 2010.

Wren Industries: various papers, tabled by Mr Tim Renouf, on 17 February 2010.

Senator Guy Barnett — advice received on two matters from the Clerk of the Senate
dated 25 March 2010.

Additional information accepted as public inquiry evidence
Standards Australia, correspondence, 19 March 2010.

Dr R. Aynsley, additional information concerning condensation and insulation,
16 April 2010. Attachment: Kordjamshidi et al, ‘Modeling Efficient Building Design:
A Comparison of Conditioned and Free-Running House Rating Approaches’,
Architectural Science Review, vol. 50.1, pp. 52-59.

Insulation Council of Australia and New Zealand, various additional information,
19 April 2010.

Dr R. Aynsley, additional information concerning economic justification of thickness
of bulk insulation, 20 April 2010. Attachment: P. Harris, 'Economic thickness of
insulation: an easier way', Australian Refrigeration, Air Conditioning and Heating,
May 1985.

Mr T. Renouf (Wren Industries), various additional information, 16 June 2010.

Deloitte Insight Economics, An economic assessment of the benefits of retrofitting
some of the remaining stock of uninsulated homes in Australia. Summary of ICANZ's
$500 subsidy proposal, June 2007.
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Dr R. Aynsley, various additional comments, 23 June 2010.

Insulation Council of Australia and New Zealand, various additional comments,
29 June 2010.

Correspondence
1 Invitations to the Prime Minister, Minister Combet, Minister Garrett and
Minister Arbib to appear at a public hearing.

2 Responses from the Prime Minister, Minister Combet, Minister Garrett and
Minister Arbib to letters sent regarding their appearance at a public hearing.

3 Invitations to the Prime Minister, Minister Gillard, Minister Combet and
Minister Garrett to appear at a public hearing.

4 Responses from the Prime Minister, Minister Gillard, Minister Combet and
Minister Garrett to letters sent regarding their appearance at a public hearing.

Answers to questions taken on notice

1 Covering email from the Department of the Environment, Water, Heritage
and the Arts dated 22 February 2010.
2 Department of the Environment, Water, Heritage and the Arts: Risk Register

and Management Plan at 2.00 p.m. 9 April 2009 provided on
22 February 2010.

3 Department of the Environment, Water, Heritage and the Arts: Departmental
Secretary's opening statement 22 February 2010.

4 Department of the Environment, Water, Heritage and the Arts: Answers to
questions taken on notice from public hearing of 22 February 2010.

5 Department of Education, Employment and Workplace Relations: Answers
to questions taken on notice from public hearing 26 February 2010.

6 Department of the Prime Minister and Cabinet: Answers to questions taken
on notice from public hearing 26 February 2010.

7 Polyester Insulation Manufacturers Association of Australia: Answers to
questions taken on notice from public hearing 17 February 2010.

8 Insulation Council of Australia and New Zealand: Answers to questions
taken on notice from public hearing 17 February 2010.

9 Standards Australia: Answers to questions taken on notice from public
hearing 17 February 2010.

10 Aluminium Foil Insulation Association: Answers to questions taken on
notice from public hearing 17 February 2010.

11 Department of the Environment, Water, Heritage and the Arts: Answers to

questions taken on notice from public hearing 26 February 2010
(received 19 March 2010).
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12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Mr Tim Renouf, Wren Industries Pty Ltd: Answers to questions taken on
notice from public hearing 17 February 2010.

Department of the Environment, Water, Heritage and the Arts/Department of
Climate Change and Energy Efficiency: Answers to questions taken on
notice from public hearing 26 February 2010 (received 24 March 2010).

Department of Environment, Water, Heritage and the Arts/Department of
Climate Change and Energy Efficiency: Answers to questions taken on
notice from public hearing 26 February 2010 (received 25 March 2010).

Department of the Environment, Water, Heritage and the Arts/Department of
Climate Change and Energy Efficiency: Answers to questions taken on
notice from public hearing 26 February 2010 (received 30 March 2010).

Department of Climate Change and Energy Efficiency: Letter from
Dr Martin Parkinson, Secretary, dated 1 April 2010, regarding questions on
notice numbers 7, 9 and 84.

Medicare Australia: Answers to questions taken on notice from public
hearing 26 February 2010 (received 9 April 2010).

Department of Climate Change and Energy Efficiency: Answers to questions
taken on notice from public hearing 26 February 2010
(received 15 April 2010).

Department of Education, Employment and Workplace Relations: Answers
to questions taken on notice from public hearing 25 March 2010
(received 15 April 2010).

Office of the Coordinator-General, Department of the Prime Minister and
Cabinet: Answers to question on notice from public hearing 25 March 2010
(received 19 April 2010).

Department of Climate Change and Energy Efficiency: Answer to question
taken on notice from public hearing 26 February 2010
(received 16 April 2010).

Department of the Environment Water Heritage and the Arts/Department of
Climate Change and Energy Efficiency: Answers to questions taken on
notice from public hearing 26 February 2010 (received 21 April 2010).

Department of the Environment, Water, Heritage and the Arts/Department of
Climate Change and Energy Efficiency: Answers to questions taken on
notice from public hearing 26 February 2010 (received 23 April 2010).

Department of the Environment, Water, Heritage and the Arts/Department of
Climate Change and Energy Efficiency: Answers to questions taken on
notice from public hearing 26 February 2010 (received 30 April 2010).

Department of the Environment, Water, Heritage and the Arts/Department of
Climate Change and Energy Efficiency: Answers to questions taken on
notice from public hearing 26 February 2010 (received 3 May 2010).
Department of the Environment, Water, Heritage and the Arts/Department of

Climate Change and Energy Efficiency: Answers to questions taken on
notice from public hearing 25 March 2010 (received 4 May 2010).
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27

28

29

30

31

Department of the Environment, Water, Heritage and the Arts/Department of
Climate Change and Energy Efficiency: Answers to questions taken on
notice from public hearing 26 February 2010 (received 5 May 2010).

Department of the Environment, Water, Heritage and the Arts/Department of
Climate Change and Energy Efficiency: Answers to questions taken on
notice from public hearing 26 February 2010 (received 6 May 2010).

Department of the Environment, Water, Heritage and the Arts/Department of
Climate Change and Energy Efficiency from public hearings: Answers to
questions taken on notice from public hearing 26 February 2010

(received 13 May 2010).

Department of the Environment, Water, Heritage and the Arts/Department of
Climate Change and Energy Efficiency: Answers to questions taken on
notice from public hearing 26 February 2010 (received 18 May 2010).

Department of the Environment, Water, Heritage and the Arts/Department of
Climate Change and Energy Efficiency: Answers to questions on notice from
public hearing 26 February 2010 (received 19 May 2010).



Appendix 3

Public hearings

Wednesday, 17 February 2010 — Melbourne

Australian Cellulose Insulation Manufacturers Association

Mr Andrew Arblaster, President

Polyester Insulation Manufacturers Association of Australia

Mr Tino Zuzel, Director, Martini Industries Pty Ltd; and Executive Committee

Member
Mr Jim Liaskos, Member
Dr Richard Aynsley (Private capacity)
Aluminium Foil Insulation Association Inc
Mr Brian Tikey, President
Amalgamated Metal Industries
Mr Michel Bostrom, Managing Director
Insulation Council of Australia and New Zealand
Mr Anthony Tannous, President
Mr Dennis D'Arcy, Chief Executive Officer
Mr Raymond Thompson, Director
Wren Industries
Mr Timothy Renouf, Managing Director

Standards Australia

Ms Kareen Riley-Takos, Relationships Manager

Tenants Union of Victoria

Mr Toby Archer, Policy and Liaison Worker
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Australian Conservation Foundation
Ms Monica Richter, Sustainable Australia Program Manager
Australian Council of Social Service
Mr Tony Westmore, Senior Policy Officer
Monday, 22 February 2010 — Canberra
Department of the Environment, Water, Heritage and the Arts
Ms Robyn Kruk, Secretary
Mr Malcolm Thompson, Deputy Secretary
Mr Malcolm Forbes, First Assistant Secretary, Corporate Strategies Division

Ms Anne-Marie Delahunt, Assistant Secretary, Renewable Energy Branch,
Energy Efficiency Taskforce

Mr Aaron Hughes, Assistant Secretary, Home Energy Branch, Energy
Efficiency Taskforce

Ms Claire Howlett, Acting Assistant Secretary, Energy Compliance Branch,
Energy Efficiency Taskforce

Friday, 26 February 2010 — Canberra

Office of the Coordinator-General, Department of the Prime Minister and
Cabinet

Ms Glenys Beauchamp, Commonwealth Coordinator General

Mr Martin Hoffman, First Assistant Secretary, Head of Office of the
Coordinator-General

Mr Michael Mrdak, Secretary, Department of Infrastructure, Transport,
Regional Development and Local Government (former Commonwealth
Coordinator General)

Department of the Prime Minister and Cabinet
Dr Paul Grimes, Associate Secretary
Mr John Cairns, First Assistant Secretary, Ministerial Support Unit

Dr Rhondda Dickson, First Assistant Secretary, Industry, Infrastructure and
Environment
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Mr Dominic English, First Assistant Secretary, Economic Division

Mr Subho Banerjee, Executive Director, Strategy and Delivery Division
Department of Education, Employment and Workplace Relations

Mr Robert Griew, Associate Secretary

Ms Sandra Parker, Deputy Secretary

Ms Jennifer Taylor, Group Manager, Tertiary Skills and Productivity
Wednesday, 17 March 2010 — Canberra

Mr Kevin Fuller and Mrs Christine Fuller
Thursday, 25 March 2010 — Canberra
Project Control Group

Mr Paul Beerworth, Assistant Director, Climate Change and Green Skills
Taskforce, Department of Education, Employment and Workplace Relations

Mr Craig Downsborough, Adviser, Department of the Prime Minister and
Cabinet

Mr Anthony Fernando, Acting Group Manager, Tertiary Skills and
Productivity Group, Department of Education, Employment and Workplace
Relations

Mr Malcolm Forbes, First Assistant Secretary, Corporate Strategies Division,
Department of the Environment, Water, Heritage and the Arts

Mr Martin Hoffman, Head, Office of the Coordinator-General, Department of
the Prime Minister and Cabinet

Mr Scott Hooper, Assistant Secretary, Home Energy Branch, Department of
Climate Change and Energy Efficiency

Ms Jacqueline Hughes, Manager, Government Business Delivery Branch,
Medicare Australia

Dr Melissa McEwen, Director, VET National Regulator Policy, Department of
Education, Employment and Workplace Relations

Ms Carolyn McNally, General Manager, Renewable Energy, Medicare
Australia

Ms Raelene Vivian, Chief Operating Officer, Australian Taxation Office
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Department of Climate Change and Energy Efficiency/Department of the
Environment, Water, Heritage and the Arts

Mr Martin Bowles, Deputy Secretary, Department of Climate Change and
Energy Efficiency

Mr Malcolm Forbes, First Assistant Secretary, Corporate Strategies Division,
Department of the Environment, Water, Heritage and the Arts

Mr Aaron Hughes, Assistant Secretary, Home Energy Branch, Department of
Climate Change and Energy Efficiency

Ms Robyn Kruk, Secretary, Department of the Environment, Water, Heritage
and the Arts

Dr Martin Parkinson, Secretary, Department of Climate Change and Energy
Efficiency

Mr Malcolm Thompson, Deputy Secretary, Department of Climate Change and
Energy Efficiency

Safework Australia
Mr Wayne Creaser, Branch Manager, Research and Data
Ms Julie Hill, Director, Data and Analysis
Department of Education, Employment and Workplace Relations

Mr Anthony Fernando, Acting Group Manager, Tertiary Skills and
Productivity Group

Mr Robert Griew, Associate Secretary
Ms Margaret Kidd, General Manager, Jobs Strategies Group
Department of the Prime Minister and Cabinet

Mrs Glenys Beauchamp, Deputy Secretary, Governance, and Commonwealth
Coordinator-General

Mr John Cairns, First Assistant Secretary, Ministerial Support Unit
Mr Martin Hoffman, Head, Office of the Coordinator-General

Mr Mike Mrdak, Secretary, Department of Infrastructure, Transport, Regional
Development and Local Government (former Commonwealth Coordinator
General)

Dr Wendy Southern, First Assistant Secretary, Cabinet Division
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Mr Kim Terrell, Assistant Secretary, Cabinet Implementation Unit
Medicare Australia

Ms Malisa Golightly, Deputy Chief Executive Officer

Mr Mark Jackson, General Manager, Business Framework

Ms Carolyn McNally, General Manager, Renewable Energy
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Appendix 4

Clerk's advice on answers to questions, 25 March 2010



AUSTRALIAN SENATE

PARLIAMENT HOUSE

..\_,.\\gU\S'\I“l}ﬁI;IALé_f’ CANBERRA A.C.T. 2600
R LSS TEL: (02) 8277 3350
FAX: (02) 8277 3199

CLERK OF THE SENATE E-mail: clerk.sen@aph.gov.au

m.let.17179
25 March 2010

Senator Guy Barnett
The Senate

Parliament House
CANBERRA ACT 2600

Dear Senator Barnett

You have asked for advice on two matters arising out of the current inquiry by the
Environment, Communications and the Arts References Committee into the administration of
the home insulation program. The first matter relates to the committee's options for further
action arising from the failure of the relevant departments to meet the committee's deadline
for responding to questions taken on notice at the hearings on 22 and 26 February 2010.

From the data supplied by the secretariat, I understand that the Department has answered 21
out of 26 questions taken on notice at the 22 February hearing but has answered only 22 out
of 86 questions taken on notice that the 26 February hearing.

The first option would be for the committee to seek an explanation from the Department for
the late provision of answers and, if the committee considers the explanation to be
reasonable, to set a new deadline for the outstanding answers.

A second option would be to raise the outstanding answers in the Senate and seek an
explanation from the Minister for the Department's failure to respond on time. This could be
done by way of a question without notice at Question Time. The minister's answer could then
be the subject of a motion to take note of answers after Question Time.

A further option would be to give notice of a motion for an order for the production of the
answers to the outstanding questions. Should the response be outstanding 30 days after the
due date, you then have access to the procedure under standing order 164 which enables you
to seek an explanation from the minister at the end of Question Time and move a motion
without notice to take note of the explanation or, in the event that an explanation is not
provided, to move a motion in relation to the minister's failure to provide either an answer or
an explanation. This procedure allows serious matters of non-compliance with Senate orders



to be brought to the Senate's attention. A similar procedure would be available to you if you
put the questions on notice in the Senate.

The department's performance in failing to respond adequately to questions taken on notice
could also be the subject of critical commentary in the committee's report.

The second matter you raise is the acceptability of answers to questions about legal advice
which rely on legal professional privilege as the basis for not answering the question. You
have asked whether this is an acceptable ground. As has frequently been pointed out in the
past, any particular claim not to answer questions must be assessed in the particular
circumstances. In this case, the Senate has referred to the committee detailed terms of
reference requiring it to inquire into the administration of the home insulation scheme. The
answers by the Department in which legal professional privilege has been claimed as a
ground for not producing legal advice were to questions relating to the tragic deaths of four
installers and to a number of house fires possibly attributable to faulty insulation. The
questions go, in some part, to the potential liability of the Department and the Minister in
relation to these matters.

It has never been accepted in the Senate, nor in any comparable representative assembly, that
legal professional privilege provides a ground for a refusal of information in a parliamentary
forum. The first question in response to any such claim is: to whom does the legal advice
belong, to the Commonwealth or some other party? Usually it belongs to the Commonwealth.
Legal advice to the federal government, however, is often disclosed by the government itself.
Therefore, the mere fact that information is legal advice to the government does not establish
a basis for this ground. It must be established that there is some particular harm to be
apprehended by the disclosure of the information, such as prejudice to pending legal
proceedings or to the Commonwealth's position in those proceedings. If the advice in
question belongs to some other party, possible harm to that party in pending proceedings
must be established, and in any event the approval of the party concerned for the disclosure
of the advice may be sought.

There may well be cogent reasons for the department declining to produce the advice in these
circumstances. For example there may be legal proceedings instituted against the
Commonwealth in relation to these matters, and the publication of the legal advice may
prejudice those proceedings, either by influencing magistrates, jurors or witnesses in their
evidence or decision-making, or by creating material which, by reason that it is unexaminable
in court proceedings because of parliamentary privilege, could create difficulties in any
pending court proceedings. To invoke this ground, however, there should be set out the
nature of the pending proceedings and the relationship of the information sought to those
proceedings.



In any event, the committee should seek some elaboration of this ground because of the mere
citation of the phrase 'legal professional privilege' does not provide the committee with an
explanation for the department's refusal.

I also draw your attention to the resolution of the Senate of 13May 2009 which sets out the
proper process for senators, committees and witnesses to follow in making and determining
claims of public interest immunity. In its answers to the questions taken on notice, the
Department has not followed these procedures and they should be drawn to the Secretary's
attention. I have attached a copy of the resolution to this advice for information.

Please let me know if I can provide any further assistance.

Yours sincerely

(Rosemary Laing)



8 Public interest immunity claims
That the Senate—

(a) notes that ministers and officers have continued to refuse to provide information to
Senate committees without properly raising claims of public interest immunity as required by
past resolutions of the Senate;

(b)  reaffirms the principles of past resolutions of the Senate by this order, to provide
ministers and officers with guidance as to the proper process for raising public interest
immunity claims and to consolidate those past resolutions of the Senate;

(c) orders that the following operate as an order of continuing effect:
(1) If:

(a) a Senate committee, or a senator in the course of proceedings of a committee,
requests information or a document from a Commonwealth department or agency; and

(b)  an officer of the department or agency to whom the request is directed believes that it
may not be in the public interest to disclose the information or document to the committee,

the officer shall state to the committee the ground on which the officer believes that it may
not be in the public interest to disclose the information or document to the committee, and
specify the harm to the public interest that could result from the disclosure of the information
or document,

(2) If, after receiving the officer’s statement under paragraph (1), the committee or the
senator requests the officer to refer the question of the disclosure of the information or
document to a responsible minister, the officer shall refer that question to the minister.

(3) If a minister, on a reference by an officer under paragraph (2), concludes that it would
not be in the public interest to disclose the information or document to the committee, the
minister shall provide to the committee a statement of the ground for that conclusion,
specifying the harm to the public interest that could result from the disclosure of the
information or document.

(4) A minister, in a statement under paragraph (3), shall indicate whether the harm to the
public interest that could result from the disclosure of the information or document to the
committee could result only from the publication of the information or document by the
committee, or could result, equally or in part, from the disclosure of the information or
document to the committee as in camera evidence.

(5) If, after considering a statement by a minister provided under paragraph (3), the
committee concludes that the statement does not sufficiently justify the withholding of the
information or document from the committee, the committee shall report the matter to the
Senate.

(6) A decision by a committee not to report a matter to the Senate under paragraph (5)
does not prevent a senator from raising the matter in the Senate in accordance with other
procedures of the Senate.

(7) A statement that information or a document is not published, or is confidential, or
consists of advice to, or internal deliberations of, government, in the absence of specification
of the harm to the public interest that could result from the disclosure of the information or
document, is not a statement that meets the requirements of paragraph (1) or (4).



(8) If a minister concludes that a statement under paragraph (3) should more
appropriately be made by the head of an agency, by reason of the independence of that
agency from ministerial direction or control, the minister shall inform the committee of that
conclusion and the reason for that conclusion, and shall refer the matter to the head of the
agency, who shall then be required to provide a statement in accordance with paragraph (3).

(d) requires the Procedure Committee to review the operation of this order and report to
the Senate by 20 August 2009.

(13 May 2009 J.1941)



Appendix 5

Climate zones as defined in the Building Code of Australia
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Appendix 6
Minter Ellison's Risk Assessment and

Risk Register documents

Risk Assessment

This document described as ‘'Risk assessment of the insulation components under the
Energy Efficient Homes Package — report by Minter Ellison Consulting' was tabled in
the Senate on 22 February 2010. References in evidence to the 'risk assessment' are
mostly references to this document.

The contents of this document are repeated in full in the Risk Register and
Management Plan.

Risk Register and Management Plan, 9 April 2009

The Department of Environment, Water, Heritage and the Arts advised that the
content of the cell at row 15, column 10 (‘'recommended management plan’) is wrong
because of a typographical error. This cell should read:

. Develop detailed take-up strategy as part of Program methodology

. Specifically address monitoring and support structures in outsourcing
contracts to achieve take-up targets

. Monitor take-up against this plan and adjust other program aspects as required



MinterEllison

CONSULTING

Department of the Environment, Water, Heritage and the Arts:
Risk Assessment of the Insulation Components under the
Energy Efficient Homes Package



1. Project methodology and business model - post 1 July:
» Extremely limited time to determine and implement

» effective project methodology and

e delivery / business model post 1 July

Recommended Management Plan Current Activities

« Putin place an integrated project ¢ Departmental Tier 1 project management
methodology that effectively links complex framework in place
inter-related tasks and streams of work

= Recognised project methodolegy in place
= Develop delivery / business model that
;g;l;esses key Program objectives and .= Project Control Group established

o Base the final plan on this integrated ¢ Flanriog el opeuisyayg -

methodology
¢ Project Plan in place

« Review all actions in the project plan . _
against this methodology and each other as | ¢ Project scheduler mapping

they are developed interdependencies
= Understand interactions within the project | = KPMG working on alternate business

and monitor these as part of monitoring models post 1/7/09

processes _

= Stakeholder consultation program in place

e Monitor progress closely and identify any contributing to Business Model and project

inconsistencies or time lapses to ensure methodology analysis

early correction and any impact on the

methodology or other tasks « Strategy being developed to encourage

take-up by low income / vuinerable

s Test project's ability to maintain a hybrid households

business model post 1/7/09, retaining the
rebate process whilst the referred ongoing
business model is implemented
progressively

Minter Ellison Consulting Risk Management Plan

Page:



2,

L3

Procurement / Licensing: needs for entire Program duration to be determined and
fulfilled by 1/7/09

+« Procurament processes/timeframes, 1/7/09 deadline for full program
- = Scale of task is new to Department '

Recommended Management Plan Current Activities

Identify procurement thresholds and
constraints

Identify the most appropriate procurement /
licensing model (e.g. Multi-user panels,
issue of licenses, etc) as part of the
Business Model considerations

Consider staged implementation of residual
procurement needs to reduce time
pressures

Develop a speéiﬁc procurement/licensing
strategy within the business model and
project methodology

Develop an implementation timetable
ensuring legal risks are dealt with
effectively and allocate sufficient resources
able to scope needs and assess capacity
as the procurement / licensing processes
are implemented

Monitor progress, including probity
considerations closely

= Business Model planning underway with

KPMG. This will specifically consider ways
to minimise formal procurement needs

Obiigations under the Commonwealth
procurement guidelines are being reviewed

Considering multi-user list and installer
register and alternates to formal
procurement

Licensing standards etc are partly ,
developed within the rebate system already
in place ;

Training etc is being outsources —
discussions are in hand with DEEWR et al

Minter Ellison Consulting

Risk Managament Plan

Page 3




3. Time: time available to develop and deliver the program in a properly contrdlled

way may be inadequate

« Tight timeframes to develop all elements of the program’s Delivery model by 1 July

= An appropriate launch is required mid-year for the package

Recommended Management Plan

s Develop detailed project delivery / business
model

¢ Consider timing constraints / limitations in
developing implementation strategies to
reduce risk where possible whilst retaining
core objectives

e Clearly define

« What will be in place 1/7/09 as a
minimum delivery set and aspects that
can be deferred / melded with others

e Minimum requirements vs those that
industry needs to deal with as part of its
operation _

» Have industry leaders participate in
developing guidelines / standards
processes through early involvement in the
program

« Simplify business model where possible, to
reduce time constraints

« Closely monitor resourcing, project delivery
targets eic

» Adjust resources quickly as any shortfalls
are identified

+ Use external resource where necessary to
reduce time constraints

e Focus resourcing on prior experience,
capacity to pick up new tasks quickly, self-
starting

Current Activities

KPMG working on alternate business
models, including strategies to reduce time
constraints

Potential for using Centrelink as payment
agency being explored

Ministerial consuiltations in place

Industry Working Groups in place to
develop detail of the agreed business
model

Discussions with DEEWR re training
programs in place

Scheduler finalising all tasks into project
plan including risk treatments

Tight project controls in place to monitor
timing risks and development of mitigation
action impact on timing

Minter Ellison Consulting

Risk Management Plan

Page 4




4. Installation (quality and compliance): quality of installation / control by installers

and compliance structures may be inadequate

* Poor quality installations

» Compliance cost (to Dep't or industry) may be

« Safety - house fire/damage
« Insufficient number of auditors

Recommended Management Plan

« Consider these issues in developing the
business model -

= Ensure business model transfers fraud risk
from Commonwealth to providers where
possible and allows effective monitoring

e Develop effective process for registration of
- installers. Cover both financial viability and
technical capacity in registration process

« Alternatively let third party contracts to do
this; Set up monitoring and reporting
processes to identify emerging provider
stress :

'« Ensure contract structures provide capacity
to monitor and take action on poor
performing providers

« Ensure installers are properly insured and
consider requiring installers to indemnify
the Commonwealth against claims/loss
arising from installers’ actions

« Review mitigation strategies in light of the
agreed business model

excessive and process may be insffective

Current Activities

s Developing links with ACCC and other
regulatory bodies

e Information available through call centre
and is being reviewed as the business
model is being developed

« Strategic communications strategy in place

¢« Communications channels with industry
have been identified and are being
developed

e Regular communications with States and
Territory regulatory bodies in place

» Early installation guidelines include specific
“quality and safety requirements — installers
must be verified — hooked into Australian
Standards

e Breach reporting system in place. Site
inspections — planned to begin early 09/10

¢ Assessing training requirements and .
discussing with DEEWR

¢ Internal compliance and monitoring system
under development

« Technical Working Groups with industry
covering safety and quality of product

Minter Ellison Consulting

Risk Management Plan

Page s




5. Fraud: inadequate controls may allow fraudulent or inappropriate behaviours

* Ineligible people accessing the program
« Industry quoting above actual cost of job

« Households double dipping betwesn Commonwealth, State and Territory Programs above out

of pocket costs

« Applicant accessing both SHWR and HIP programs - Installer theft/vandalism/ professionalism

* Internal / staff member process integrity

Recommended Management Plan Current Activities

« Develop specific fraud strategy based on a
capacity to outsource the risk

« Review processes to test specifically for
control over possible fraud / incorrect
payments

« Liaise with the Department's enforcement
and compliance/legal experts in developing
controls

« Ensure effective monitoring of possible
fraud areas in place (identify data needs
and include in process development)

¢ Review internal processes for possible
internal fraud opportunities

¢ Review eligibility guidelines and review
processes for possible fraud opportunities

« Risk Manager to sign off on processes and
policies after reviewing for possible fraud
opportunities

KPMG developing fraud strategy as part of
business model considerations

Consultation with and assistance from
Departmental Fraud staff in place

Internal process for capturing and mitigating
fraud risk in place (e.g. cross checking data
for homeowners claiming both insulation
and SHW rebates)

Full time legal officer in place — further
resources are being added currently

Current rebate forms facilitate follow up
where information incomplete/incorrect

Internal follow up for claim issues including
evidence of payment in place

Minter Ellison Consulting

Risk Management Plan
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6.

Program complexity: Multiple policy goals, vested commercial interests may
hamper the efficient delivery of the Program.

« Governance and p!dnrmg gaps may reduce the capacity of the project to deliver

Ineffective interma
» Industry structure not properly addressed

Recommended Management Plan

Utilise effective integrated project

- methodology and develop fit-for-purpose

Business Model to mitigate risk

Ensure scale of timing and project
methodology (i.e. how the tasks fit together
and impact on each other) mitigate risk and
reduce complexity

Ensure clarity of rules through effective
internal and external oommumcatlon
strategies

Set up tight internal communication
structures

Set up conflict resolution process within
project to identify and resolve potential

~ conflicts

i decision making. resource aliocation and ownership (Pro;ﬂct Governance)

Current Activities

Business model planning in place is
addressing complexity as a key goal

Project Control Group in place
Stakeholder Working Groups in place

Scheduler working on project plan and
interdependencies

External communicatidn strategy drafted
and internal communications strategy
commenced

Recently clarified eligibility guidelines

Draft stakeholder management plan
prepared

Minter Ellison Consulting

Risk Management Plan
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v A Political: a variety of failures in the process, system, project deliverables etc may
have significant indirect political/public confidence impact
« Policy changes or interactions and pohtnc:al scrutmy

- Commonwealth
- State & Territories
« Leaks about program performance
» Household demand management
« Applies in broadest sense of "political"

Recommended Management Plan Current Activities

 Include political/ public confidence
consideration in development of and
monitoring of project methodology and
Business Model

« |dentify political risks (e.g. impact on public
confidence) and develop a communication
strategy and monitoring process that
includes capacity to keep track of these

= Develop a mitigation strategy for politically
sensitive risk and closely monitor
developments

= Actively manage expectations through
communication strategies, including

Market

¢ |Installers

« Community

e Press

o Other stakeholders

e Clearly communicate key aspects of the
Program, e.g. eligibility and program
requirements

« Manage expectations through Working

Groups (e.g. Industry) and regular meetings

with key stakeholders

e« Communications strategy, reporting steams
and 3rd party communications strategy

« Formal consultation with social welfare and
environmental groups

« Reporting and monitoring plan under
development including around data
collection to facilitate reporting

e Technical workshops on safety efc —
working with industry

« Weekly meeting with Parliamentary
Secretary and advisers

+ Close engagement with Minister, Minister's
Office, Prime Minister and Cabinet,
Coordinator-General

¢ Industry and community consultations
groups in place

« Arms length communication strategy is .
being developed

Minter Eliison Consulting

Risk Managsment Plan
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8.

Communication and planning: inadequate planning and communication may .
create poor delivery of communication strategy (internal and external)

» Excessive madia atiention on non-compliance
« Consistency of information on suppliers

» Households' lack of program awareness

Develop separate communication strategy
and set up detailed monitoring processes

Include specific communication issues and
strategies in the project methodology

Develop integration processes to improve
monitoring and rectification actions as
needed

Develop research and integrated data
collection strategy

Recommended Management Plan Current Activities ;

Internal and external communications
strategy developed

Tight control over delivery timetable for
public communication campaign

Intra-DEWHA communication through the
Project Control Group

Intra-Commonwealth communication
underway (eg Finance, ANAO)

These issues are also being addressed as
part of the mitigation of Risk 1 above

Developmental research has been
undertaken to ensure correct messages are
delivered to the community

Campaign tracking research is planned to
ensure messages are getting through and
any adjustments required can be made
expediently

Comprehensive information package
developed to assist with consistent
responses to public enquiries

Information being developed for special
audiences (NESB, vision/hearing impaired,
indigenous)

Internal assessment of communication
needs for dlsabledlmultlllngual groups
being made

Minter Ellison Consulting

Risk Management Plan
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9. Legal: complex legal issues associated with the Program may not be fully
understood or dealt with

* Insurable risk may not be fully coverad and monitored
« Contracts don't clearly specify responsibilities or allocate risk

« Privacy, safety, liability issues

Recommended Management Plan Current Activities

« Develop a separate legal risk management |« Currently drafting a Legal Risk
plan and implement Management Plan
e External review of plan and key contracts = |nvestigating legal issues to inform the
Business Model
« Focus on outsourcing major risks while
retaining capacity to monitor and regulate = Full time senior legal officer
the key relationships through contracts
s Recruiting junior legal officer on
= Review impact of legal risk as part of secondment
decisions on the appropriate business
model
Minter Ellison Consulting Risk Management Plan
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10.
time may be insufficient

Internal capacity: capacity to develop, staff, control and deliver the program on

< Human Resources: recruitment, induction, training and integration of many new staff

- adequate numbers and capabilities of staff
- burn out _

- turnaver/loss of corporate knowledge

- rebate pavment delays

Recommended Management Plan Current Activities

« Develop a resourcing strategy in
conjunction with the project Methodology
and business model

¢ [ntegrate resourcing strategy with the
project methodology and schedule

« Monitor resourcing needs weekly as the
plan unfolds

¢ Include resourcing reviews in all phases of
the detailed project development

+ Focus resourcing on prior experience,
capacity to take up new tasks quickly, self-
starting, understanding of public probity,
ability to work with little supervision, team
player

« Maintain a flexible internal structure to
respond to emerging needs quickly

Issue is being addressed in the short-term
in project planning processes currently in
place

High level of internal executive support
External recruitment underway
Extensive/ senior internal secondments

Flexible/dynamic structure adjusted to
changing business model

Divisional restructure to meet requirements

Private sector resources brought in to meet
gaps

Information sharing through regular team
meetings

Minter Ellison Consulting

Risk Management Plan
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11.  Regulation: the existing regulatory framework may not adequately support the
Program’s goals

« Reliance on contracts rather than legisiative enforcement

» Regulation required through third party contractors

Recommended Management Plan Current Activities

Choose a regulatory approach consistent
with the Program Methodology and
implementation timetable based on
outsourcing model and commercial

Developing business Code of Conduct and
Australian Standards in guidelines (already
in place for rebate system)

CONTrACES » Consulting with regulators (ACCC)

e Likely need to include specific regulatory
aspects into contracts as the core focus of
regulation

¢ Consulting with industry

« Aligning program specific regulation with

« Consider need and constraints if StatelTanitory et Fegulation

administrative regulation path is chosen

« Monitor effectiveness of regulation
structures weekly and adjust if possible

o Address regulatory requirements as part of
the development of the project methodology
and business model

» Assess exiting regulatory frameworks to
determine intersections with Program
needs

¢ Link regulatory requirements to the
business model and align processes with
state/territory regulatory process for the
industry

« Consider how licensing requirements will
support broader regulatory requirements of
this Program

« Consider options for incentives and
penalties in contracts / agreements with
suppliers

Minter Ellison Consulting Risk Management Plan
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12, Capacity: Industry’s capacity to produce and deliver sufficient quality materials
and installations may be inadequate

« Demand for materials exceeds supply
* Transport — capability of supply chain
» Capability of installer workforce

» Development of bottlenacks.

Recommended Management Plan Current Activities

s Develop product supply strategyand | e Industry consultation through formal
installer availability strategy in conjunction roundtabie meetings has commenced
with industry and outsourcing contractors

e Monitoring imports of insulation materials
« Develop monitoring processes to identify

emerging supply issues and a framework to ) . , .
dea? \iiﬂ?thezgy e Business Mode!l decision will consider

impact on this risk

e Integrate supply and communication
strategies in the program methodology

Minter Ellison Consulting Risk Management Plan
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13. Outcomes: Actual outcomes (e.g. number of households included, long-term

savings) may not eventuate

« Household benefits don't materialise in energy savings
« Household demand - cost of insulating household above program budget

Recommended Management Plan Current Activities

= Review program methodology to identify
specific strategies to ensure full take-up
and to encourage a balanced progression
of take-up

« Put in place monitoring processes to
identify emerging trends in take-up quickly

« Adjust strategy and actions in response to
emerging tends

» Retain flexibility in outsourcing structures

Business Model decision will consider
impact on this issug, in particular tha
structures necessary to ensurs distribution
and availability, quality of products
delivered

Monitoring processes being put in place
will provide feedback on progress and data
on where differences are occurring

Communication stra'tegy actively supports
this issue

Specific strategies being deveioped for low
income / vulnerable households and
remote / regicnal arsas

Minter Ellison Consulting

Risk Management Plan
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14.  Delivery method: delivery structure may result in over-centralisation, poor

allocation and political / economic fallout
= Government interventions versus free market
= Inefficiency in delivery Over-centralisation through one-stop shop
+ Fairness in allocation of work between Installers (especially broker system in Phase 2)

Recommended Management Plan Current Activities
= Develop integrated project methodology | e Issues of access and equity are included in
and delivery strategy communication strategy with suppliers

» Review as processes are developed; putin |« Access for spacific nesds groups the
place monitoring processes to identify and subjact of separate focus in planning and
correct any developing issues delivery structures

e Business modsl will address key aspects
of this risk

e Timelines are being developed o mest the
1/7/09 deadline

e Current discussions with Centrelink,
Medicare and State / Territory Offices of
Fair Trading to coordinaie responses and
utilise existing processes where availabls

« Discussions with indusiry in place to
address free market aspects of the
business model

e Considering options for multiple
information access points for home owner

Minter Ellison Consulting Risk Management Plan
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15. Take-up: program may not achieve its objectives through poor uptake / program
awareness

« Level of take-up is inadequate

« Insufficient installers in regional / remote / Indigenous areas

» LEAPR incentive insufficient for landlord uptake

Recommended Management Plan Current Activities

» Develop detailed take-up strategy as part of | ¢ Well targeted communications strategy to

Program methodology ‘ raise awareness to be delivered from end
June 2009 :
e Specifically address monitoring and support
structures in outsourcing contracts to e Take-up issues are being considarad in
achieve take-up targets Business Model considerations

= Monitor take-up against this plan and adjust | ¢ Reporting is being considerad in
other program aspects as required negotiations with Centrelink, st al

e Targeted media launch being deveioped
as part of communication strategy

» Medicare will provides reports on take-up.
quality assurance and compliance as part
of its delivery proposals

o Development of strategies tc encourages
take-up by low income / vulnerabie
households underway

¢ Benchmarking and weekly reporting on
uptake being developed with Medicare

Minter Ellison Consulting Risk Management Plan
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16. Training mechanisms: capacity / control over installer network skills may be
inadequate

« Demand for installer training may exceed capacity

* Inability to attract enough people to train to become installers

* Inability to 'fund' training for installers

Note: DEEWR will oversee

Recommended Management Plan Current Activities

= Develop process for registration of installers | ¢ Communication strategy to raiss

(arrange through third party outsourcing awareness of training availability amongst
contractors) potential suppliers to be delivered from end
. June 2009
= Cover both financial viability and technical
capacity (allow third party contracts to do e Agresment with Medicare to host installer
this) registration web-site

» Set up monitoring and reporting processes |«  Legal paramsters for the register have
to identify emerging provider stress been developed

« Ensure contract structures provide capacity | ¢ |nsurance requirements for instaliers are
to monitor and take action on poor _ being developed
performing providers -

- . » e Code of conduct reguirements being
¢ Closely liaise with DEEWR on development daveloped

and rollout of training capacity initially, and
of retraining/exist strategies in second half » e
of Program e industry Skills Cj,o_unml in -_.ft:t:Lf‘IuR being
' consulted re training program devalopment

e States being consulted re training delivery
— NSW is almost ready

Minter Ellison Consulting Risk Management Plan
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17. Stakeholder management: risk of focussing on specific tasks and pressure groups
may result in inadequate attention to all stakeholders and their interests

« Diversity of stakeholders and challenge in managing their expectations

« Industry ownership / buy-in

+ National Coverage — Indigenous /Remote

Recommended Management Plan Current Activities

= Develop integrated project strategy and ¢ Opportunity for internal and external
methodology . communication (e.g. press releases)

= Set up tight internal communication - o Departmental Executive provide secretarial
structures and support resources

« Set up conflict resolution process within « Communications Strategy drafted
project to identify and resolve potential
conflicts

* Regular and open communications with

States and Territory Working Group
« Have all stakeholders agree on Terms of -

Reference , e.g. through State and Territory . ,
working groups ¢ Developing intranet site

o Conduct regular meetings (face-to-face and | ® Process to develop strategies for servicing
teleconferences) remote areas and for low income [/~

vulnerable houssholds undsrway

Minter Ellison Consulting Risk Management Plan
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18.  Industry impact: structure of program may impact on capacity of the industry both
in the short and longer-term

* Inflated insulation prices for a period

« Industry boom and bust — workers and product not required at end of program

Recommended Management Plan Current Activities

¢ Include industry structure impact in program | « The madia plan under development 2s part

methodology of the Communications Strategy will
control the rate of information flow to
« Develop an exit strategy for the Program at members of the community

the end of 2.5 years
o DEEWR and State / Territory training

o Develop specific aspects of communication programs will enable tf,‘e training t;?}_b‘:'
strategy to support steady implementation sasily transferred to other parts of -
of the program supported by supply industry after the Program is completed
capacity
e Planning and monitoring strategiss are part
« Develop monitoring strategies to keep of the development of the Business Mcdel,
oversight of supply (materials and data collection being negofiated with
installers) and build-up and run-down of the Centrelink and Medicare
industry

« Develop specific re-training / redeployment
strategy and communication program for
run-down at 2.5 years with DEEWR

Minter Ellison Consulting Risk Management Plan
Page 19



19. Product: Product quality may not be of adequate standard
» Product does not meet thermal efficiency standards
« Product does not meet safety standards

Recommended Management Plan Current Activities

« Set product quality guidelines with industry | e« Negotiating with Centrelink to act as
payment agency and to hold the installer

o Putin place regulatory framework (based register.
on outsourcing contracts) to monitor quality
and identify exceptions e State and Territory Offices of Fair Trading
to act as regulators through existing
o Set up third party process for dealing with processes and structures
quality exceptions, including rectification by
alternate providers as required e Guidelines and product fact shests in place

as part of the current rebate system
« Put in place monitoring processes to

monitor the overall quality and delivery o Number of industry briefings have bean
standards for the Program ‘held with industry bodies

« Putin place arrangements with other _ | « Technical Working Groups in place and
agencies, particularly ACCC, to ensure their have met

active involvement in ensuring industry

members comply with relevant legal ) 3
requirements e Looking at safety elements of the

Standards
* Have technical consultants in place

‘| e Developing a product testing model
(preferably with access to 2 laboratories)

e Technical evaluation is considering a
series of construction models to apply to
the major housing types.

Minter Ellison Consulting Risk Management Plan

Page 2



Buryes-yas ‘Apainb sysey mau

dn >oid 03 Ayoeded ‘adusiiadxa Joud uo buiIN0sa. SNJ04 o
SjUIRJISUOD

3w} 9dnpaJ 03 AJBSS0AU D49YM 32IN0SI [RUIDIXD BS ®
payiuap! aJe sjjejuoys Aue se Appinb sa0.unosas snipy e
230 s319b4ey AsaAljap a(odd ‘Buidinosal Jojuow AjRsop) «
SJUIRJISU0D

3w dnpaJ 03 ‘9|qissod aJaym [pow ssauisng Ajdwis e

ue|d Juswabeuepy

puaiL sty

Juawissassy

veld weJboud
Juswabeuepy aun b
10| ogen/Aauphs ON ajenbapy 9Y3 Ul JusWaA|0AUl Aliea ybnouyy sassadoud splepueis / v 9
fuseo 0} s0ed onlaN Ul Bl uo joeduw uonoe uoneByw saulapinb buidojaaap ul ajedidied siapes| Aysnpul 9ABH
ul seaunosal| 00z A | uo 40 Juawidojaaap pue sysk buiwi Joyiuow 03 32e(d ul sjoiuod 13afoid 3ybiy « uonetado sy 4o 1ed se yym [eap
Juepynsul| peuued se u Suawean sy Buipnpu; ued 19afoid ol syse fle Buiseuy Japaypg o O3 SPIRU ASNpUI Jey3 3503 sA syuaLIRAINbaL WNWILI ¢ abexoed sy Joj
‘6002 AInr| onejuswaydwi 32e/d uy sweiBoid Bujuress a1 yMIIQ Yam suolssnISIq « SISU30 L3IM PIpJSW / Pa.Iagep aq ued jey spadse pue Jeak-piu painbai st youne| ayepdoidde uy -
| puokaq sdis|  iny Buimoe jopow| 39S AJBAIIBP WNWIUIW @ se 60/£/T d2ed ul ag ||IM JeyM o A0 1 Aq pow AUaajaq s weiboid ay
uonesijeuy| [apow pugAy ssauisnq paaibe ayy Jo |ieap dojanap o1 adeyd ul sdnoig bunyiopm Ansnpu auyop Ales|D e uonjeujwa) Aluea d0I5A3D 01 S3WLLD 6
jJuswiainooid| ajqissod ‘600z 92e|d Ul SUONRYNSUOD [LIRISIUI + S3A103[q0 2400 BujuleIal Is|iym nojey leantjod is)s09 wsyL-0z$ 4O SJUBWIBP3 [[e COJAASP O} SIUIBDWI JYDIL »
‘puiyeq Buley|  sequieides paiojdxa Buiag Aruabe yuawAed se yuieua) Buisn 10} [enuaiog « 9|q1ssod aJaym sk 9npau 0] saibael)s uonejuaws|dul uoneuiLLa) ajenbapeul aq Aew
alnpayos| 0g 0} swayos SJUIBLISUOD B BuidojaAap Ul SUORENWI| / SIUIRASUOD BUILLI) JAPISUOD) o fJea AIaAap-UoU ‘SUNLISA0 Kem pajjo1u0d Aiadod e uy weiboud ayy
108f014 | 8jeqal pusixg 218135 BUIPN|IUL ‘SI3POW SSUISN] }RUIR}E UO BUPIOM DN * |apow ssauisng / Asanijap 10a(old pajieiap dojaasq e ‘UOI}EOIUNWILIOD J00d 0)U0D 1004 Janijop pue dojaap o} sjqejiee awiy BWIL
Aj3s0) suopje.apisuod Ayqoad buipnpur ‘ssaibold 103uop e
oun pojuswa|dwi a.1e $355920.4d Buisuadl| / Juswaindoid
oqe/Aeuphs 3y se Aypeded ssasse pue spasu adods 03 3|qe
onan Ul $324N0S3J JUIIYYNS 33EI0|[E PUB A[SAINIBYS YIIM e3P dJe
600Z AInr 1 co. ON eam 1233 4M3Q YMM PUBY U] 318 SUOISSNISIP — S32IN0SINO Bulaq s1 233 Bulurel] « fsH [e63] butinsua ajqejaLuly uonejuawjdui ue dojareq ¢ G |9
pauueld se u 90e(d ul Apeasje ABojopoyzaw 3d3(01d pue [spow ssauisng ay}
6002 Ain| onejuswaiduw wayshs a1eqa1 U Uiy padojanap Apued ate 51 spiepuens Buisusor] || UM ABa1eAas BuisuadljAuswaandoid dyiads e dojansq JUBWEda 0} M3U ST 458340 3(e3S
| puofeq sdis|  |inj Bumoye Juswainood $9.nssald auWi) 20npau 0) Spadu nojjey wesBoud 1Nt 1ol BUIDEs
uonesijeuly| spow pughy ewio 0 Saeusal|e pue Ja1siBal J3jjeisu; pue Isij Jasn-inw Bupiapisuo) «|  JUSWIND04d [enpisal Jo uonejuawa|dull pabels Japisuo) e leanjod [enuelsqng wog-0z$ o (In} Jo} Suljpeap
jJuswaJnooud| a|qissod ‘600z pemainal SuoljelapIsuod [9pOly ssauisng ayy jo Ssu uoneBiy|: 1nojjey| 60/Z/1'S2UIR4aI/53552001d JUBWIN201 -
‘puiyeq Buye|  Jequsideg Buraq ase sauiRpING Juswaindoid Yy ) 3y3 Japun suoebigo +| Hed se (238 ‘sasuadl Jo anss| ‘sjaued Jasn-nny *6:3) [spowl |eapjod % pnedy [oul Sysk Jayjo ul 60/2/1 Aq paiying
8lnpayds| Qg 0} sWayds SPaaU JUaWaINJ0.d [BLLIO) BSIWIUIL O} SAEM JapISuod Buisuady| / Juswa.ndoid a3edoidde ysow ayy AJusp] e 95B2.0UI ‘51500 PASEAIU] [jUBISqNS pue paujuw)ap aq 0} uoljenp weibold
Josfoid | ojegal puolxg A|leyiads im s1y 1 "DWdH Yam Aemiapun butuueid [apojy ssauisng « S)UIRIISUOD PUB SP|OYSaIY] JusWRInd04d Ajjuap] e ‘Kianyap-uou [ejo} Jo shejaq 2l1jud Joj spaau BUISUBIT uUBWAINI0Id
Aionissaiboud pajuswieidwi si jopow sseuisnq
BuioBuo pawiajes sy Isjium ssevoud sjeqal ay) Bulurelal ‘60/./L
N 150d [3pow ssauisng pugAy e uleyulew o3 Aljige s,23foid 153 «
SOA Buong syse} Jayjo Jo ABojopoyrew Glg
€ ¢ sployasnoy AU uo joedwi Aue pue uol9aL09 Alies ainsus o} sesde|
3|gesauinA / swodul moj Aq dn-axe) abeinodus oy padojaasp buraq ABarens « W) 4o saPUBISISU0dUI Aue AJiuap pue 3sojd ssaiboid 103U «
siskjeue ABojopoyjaw Joafoid pue sosse00.d Bupojuow jo ped
[9POW ssauisng 03 Bunnguiuod de|d ul wiesboid uoneNsUod JapjoyaNeIS « 5e 353U} JoJUOW pue 123f01d 3Y) UIYIIM SUONDRIRIUI pUBlSIAPUN *
60/L/1 350d S|3pOLL SS3UISNQ| 3JRUIB}{ UO BUIYIOM DY * padojarap ale Asy} se Jayjo Yyoes
sapuapuadapiaiul buiddews 1ajnpayds 123foid +|  pue ABojopoyaw siyy surebe ueid 133(0id By} Ul SUOIIDE [[e MAIADY «
a2e|d us ueyd 193(01q « KBojopoyiaw pajeiBbayul siyy uo uejd euy ay) aseg « 9Ja pneyy h g
Kemuapun sdoysyiom buiuueyq « SYSl pue SaAl3(qo| ‘fanijap-uou ‘s}s0) WGe-0p$ nr} 350
paysijqeisa dnou [03u0) 133f0ud « weibo14 Ay sassaippe Jey [spou ssauisng / AiaAlap dojansq « $8LOIINO [BIOUBUL PUE ABojopoyjaw weiBoid anjoaye Juswajdul
32e(d ul ABojopoyyaw 123f01d pasiuboday « JIOM JO SWEeal}s PUB $se} pejejal-iajul xajduwod $8559001d O [01jU0D 1004 ‘JOI}jU0d B pue 3UIWII3P 0} Bl paywil| ApuiaiNg «
92e(d Ul ypiomawely Juawabeuew afoid | 31| [euswedaq | syul ARARIAYS Jeys ABojopoyiaw 1afoid pajesBajul ue adejd ulIng « $]S00 UIWPY ‘AIaAIjop-UOU [eljuelsang :Ainr | 3sod -
g EREHEIRERHLE 7138
2 8 ,m 22| 29 2 3 Nt m, m fBorens oup1suebe ssosboid| 2 | 5 | 5| 5 m
8 m B Wm m m m m nmyw 2 2|2 2 uoneayiuenb ysi Jualeyu & £ uonduasaq ysiy
n Q T °g| 22 s g 8 3 Uodsa1 uiod efBuls ajeaofe 1y Ueld Juwebeuepy pepuswwoosy| ¥ | O | T | & e
$ 3 §o|cElEe| g |P it AN 51°
: B g * B} 8 g || £ S
& 2 H

uojjeoyuap|

6007 |11dy 6 wd 00°Z Je uejd JuswaBeueyy pue Ja)siBay ysy




sJaployaxels Aax yym sbunesw Jejnbas pue (Asysnpug
*6'3) sdnoio Buppiom ybnodyy suoneioadxs abeuey e
sjuawaJinbay weuboud pue Aypqibis

69 ‘weuboid ay3 Jo syoadse Asy a3edunwiwod Aes|D o

SI9p|OYa¥eIS JBYI0 ©
ss3Ud ®
Ayunwwio) e
oN sjenbapy Si9||eIsu] e
padojanap Buraq st ABajess uonesunwwod Yibua| swiy « ) MBI o 0d, Jo asuas 3sapeoiq u saljddy
92e|d ul sdnoub suoneynsuod Alunwiwiod pue Ansnpuj « Guipnpu ‘selbanens JusWabeuRW PUBWSP PIOYISNOH *
[BJoUSD-I0JRUIPI00) ‘JoUIGED) uonedunwwiod o suonepedxa abeuew ARARY aduewopad weiboid Jnoge syeat -
PUE JBSIUIW 3WIig ‘3IYJO SIAISIUIN “U3ISIUI YHM JUaWaBeBuS 3sop) « syuawdojansp Jojiuow Ajssojo pue souoNLB| § ABIS -
oeqpas), S13sIApE pue A1R13109 Alejusweliied Yum Bupaaw Appap «|  1SH SARISUSS Alleonyijod oy ABajens uonebniw e dojpasq « }ESMUOWLIOD) -
Jaployaers pauinbas Ansnpul yum BUpOm - 313 K12Jes U0 SAOSHIOM [ed1UYd3 | - 959U} Jo deu) deay 03 Ajpeded sapnpul Jeyy ssadold funnios
anneBau|Butioyuow pue Burpodes ajey|IoE) 0} UOIOB|I00 buriojuow pue Abajesys uonediunNwwod e dojpAsp pue d 6 p
‘sleus)siui|  UONEUIPI00D ejep punose Buipnput Juawdojaasp Japun ueid Bupioyuow pue bupoday +|  (22uBpHUD d1jgnd uo edwi *63) sysi [eanjod Ayauspy e [E9B1OC PUB SUORIRIANILIO S9DUBY /1l0d *
‘uonuaye Jap|o 5dn016 [eIUSILOIIAUS PUE BIRJ[SM [BIDOS YJIM UONR}NSUOD [eULIOS « |[9POIW ssauisng uoneuiwia) Aeg o(q inojje jeanijod jueoiyubis ey Aew
eipaw | yasess/feonod ABojens| pue ABojopoyiaw 303foud Jo Buriojuow pue Jo JuswdoPAsp S8W09IN0 Ul $S0] Jolew ‘weiBoid 9} sajqesanl|ap Joaloid ‘waysAs ‘ssaooid
paseaiou| suonedunwiwod Aued pig pue sweals buiiodas ‘AB1ens suonedunwwo? « Ul UOI3RJ3PISU0D BOUBPIU0d d1ignd /jeanijod apnpoul 10 K1aAjjep-uou poob jo sso0 ayj ul sainjiey jo AjaLien e :[EONI04
SPI}Juod [er3ualod dA0SAI pue
W Aynuap 03 pafoud uiyim ss20.d LoRN|0S3I 1113U0D dn 39S » passaippe Auadoid Jou a1nydniys Asnpuj «
S8A ajenbapy pasedaid uejd Juswabeuew Japjoyaxels yeiq « S2NNAs UoREdUNWLI) eusdlul 16y dn 335 « (92uBUIEAOE) 198014) dIYSISUMO pUB LONEIO|[E
€€ saulPpinb Aunqibya payliep Apuaday - sa1631e.15 UONEIUNWILLO) [BUIIXD 921n0sal ‘Bupjew UoISAP (UL 3 u.m E R
pBOUBLILID ABBIENS PUE [RUISIUI BAIID3YR UBNOIUY S3INU JO AJRD BInSUT uopeuue; Ajseg wog o ._ m_ ! o 43U
SUOIEDIUNWWIOD [BUIAIUI PUR PaYelp AB31RIIS UOEIIUNWILLOD [RUIAIXT * Ajixa|dwod 3anpad pue st -GL$ uoneuIws)] 19NISP 0} 1081010 8y} JO MIOECED S
sapuapuadapiaiul pue ued 123foid uo Buppiom Jainpayds +| - @3eBIIW (JY30 Yoes uo edwi pue 1ay3ab03 3y SXsey ayy Apea ‘nojey jeonyod ‘Aisnyjep Jood 3anpai fewr sdeb Bujuueid pue 32ueuianoo -
a2e(d uj sdnouo Bupjiopm sapjoyaxers +| Moy *3°1) ABojopoyaaw 3o3fold pue buiwi Jo 3eds aunsug e ‘$}S00 P3SEaIOU ‘UOIRIIUNWWIOD ‘weiBoid ayy jo Aisnijap Jusiolye oy
22e|d ur dnoig [o13u0) 13(01d + st 93ebiw 03 [9poly ssauisng asod.nd-104-31y dojoasp sjenbapeul ‘s8A08qo J88W 0} S|iey Jadwey Aew s)saiajul [E1219WWOD PA)SIA
|eob £33 e se A1xa|dwiod Buissaippe st aded uy Buiuueld [spow ssauisng « pue Abojopoyiaw 303(oid pajebajul 9ARORYS 3SIIAN © weJboud ‘weiboid painjonuys Aood ‘sjeob Aoijod a|diyn|y 7AyIXe|dW0d Weiboid
unyoddo pnedy a|qissod 10y Buim:
Ja)ye sapljod pue sassad0.d uo Yo ubis 0y sobeue sy e
saniunpoddo pnedy a|qissod
104 5355220.4d M3IARL pue saulepInb AY|IqIBIe MBIASY Aubayul ssad0id Jaquisw eis / [eusiul «
H saiunpoddo wsi[euoISS8}0Id /WSI[BPUBA/BY}
SOA v ajenbapy pnedj [eusaiul 3jqissod Joj sassavold _m:\_mﬁ_:%%ﬁ_v\_%wmm PN sweiboid
$s9004d Ul BpN|DUI pue Spadu eep Ajyuapl) adeld diHpue mixmmﬁmwm Wﬂ%&m%ﬂ%mmm
ul seale pnedj 3|qissod Jo HuII0JUOW DAIIBYYD 3INSUT e swesBoid Ao .
a2e(d u1juswiAed Jo 35uapiAa BuIpnpul sanss| wie|> 10j dn Moj|oj [eusaiu] « s]0J3u0d buidoj@aap ul spadxa |ebaj/aoueldwod d OIS | PUE SIEIS "UHESMUOWULIOY
Sm‘:o\w:_\mﬁ_aES:_: ewiojul 353yt dn MOJ[0} 31e3[1De) SLLIO) 31eqa1 JUBLINT + pue JuaWad10jud s,juswedaq Yyl YIm asier] « usamiaq burddip ajgnop spjoyasnoy «
Sl s ey g
Bunpayd sso13 *6:3) aded ul ysi pne.. mz_ eb!: A_E ue buunided Joj ssadoid [eusaiu| « 4910 02300 10 A||eaY103ds 359} 03 S9S5204d MIINDY o m>_wm®.owm aJe $]04ju09 JI AJaAI|Bp-UOU tueisaidiatp bul ! 111t -
. @ofed :_.tmﬁ_n:m.v_u_ ._Ev:m_“:m%wn_ Pacumu:ms._mm,m pue _“Es =o=m_u_=2wu_ . ;m_% Josu uw.E__ um_ m_o_.,_Eoo aoﬂ?wv sinoineyaq ajendouddeut Jo juajnpnesy
SUONBIPISUOD [9POW SsaUISN J0 Lied se ABa1ens pnely buidofansp DN » 03 Ajpeded e uo paseq Abaje.is pnely 0} 8w ‘sa0inos Auew ‘Ayxa|dwo) mojje Kew sjosuod ajenbapeul Tpneiy
|opow ssauisng
paasbe ayj Jo Jybi| ur sa16a3e1)s UoRBRIW MIIADY o
ponpod suonPe sJaj|eIsul Wody buisie ssoj/swiep
Jo Aujenb pue A1jes bulaAod Ansnpul yum sdnoi BuiIop [edtuyda) Isutebe (jeamuowwio) a3 Ayuwapul 03 sialjelsul b
JuawdojaAap Japun wisAs bulioyuow pue dueldwod [eusdu| «
N YM3IQ Yum Buissndsip pue syuswidainbal buures) buissassy « siapina.d Bujuuiopiad Jood uo uonoe Sxej pue
SOA! Buong 01760 Jojiuow 03 Ajdeded apiAotd $81njoNUYS 0RIJUOD BUNSUT o
€ € Ajea uibag 01 pauueld - suondadsui a)1S *adejd Ui wialsAs buiiodai yoeaug « ssa.3s Japlroud Siojipne Jo Jaquinu Juadyjnsul «
SpIePUR)S UBI[RASNY 01Ul PAOOY — PAYLIDA 3] ISNW SI3|[RISUl — Buibiswa Ajnuapl 0y sassaooud buniodas pue buLioyuow abewep/aly asnoy - K1aes
syuawalinbal A1aes pue Ayjenb sypads apnjaul saulpInG uopeyesu Aueg .| AN 1S SIUY 0p 03 soeUED Apled Py 33] AjARRRUIRYY o uoneujwie) Aue wos-0z¢ aA03Y8UI 8q Aew $$8001d pUB BAISSBOXS
22jed U] s31poq A103|nB31 A10}1113 ] PUE S31LIS Y3jM SUOIEDIUNWWOD 1ejnBay « s5300.d uopels| sl uopeBuoneuILLs} aq Aew (Ansnput 1o 3,daq 03) 1503 ddueldwio) «
padojanap ur Aypeded [eajuyda) pue ANJIGeIA [epuRUY Y104 JaA0D Auea ‘ynojjey [eanyjod wcozm:EmE fyjenb 1004 +
6uraq ale pue paynuap! usaq ALY A1ISNPUI YIIM S|SULERYD SUOREIIUNWIO) « 'sJ3||e3sul o uone.Is|Bas 1oj ss204d BAIPAYS dojpARq Jofew ‘sdnoJb [euibiew oy sseooe : sienbapeur
ade|d uy ABa1e.1s suoneduNWWod d1631ens « Buniojuow aABYR Jood ‘(A1oAljap OJuI UORUBAIBIUL i P
padojenap Buiaq si [opow ssauisnq SMoJ|e pue 3|qissod 3Jaym SIapIA0.d 0} Y3eaMuOWIWOo) 108.11p ‘loAju09 ss8201d ‘Aiojejnbal) aq Kew sainjoniys soueyjduiod pue
3y} se PamaiAdi Buiaq S| pue 213udd [|ed YBnoiy) J|ge|IeAR UOIRULIOU] « WOy XSId pnelj Siajsued) [9pow ssauisng ainsug e UONUSAIBIUI [BUOIPPE SI1S0D sis][ejsul Aq [013u0d | uone|jejsul jo Ayjenb
salpoq A1oyenbal Jayio pue DDy Yum syul buidojanaq « |opow ssauisnqg ay3 buido[oAsp ul sanss| 9say) JapISU0) o poofB-axew ‘uoijejle)s! nb 1004 :adueljdwo?d pue Ajljenb uoinejjejsuj

ue|d Juswabeuepy

puaiL sty

jJusWISsassy

uoReoluSp|




sJa11ddns yym syuawaaibe /

$)0B.3U0D Ul SeNjeuad pue S3ARUSDUI 10) SU0IRdo IapISU0) e
weuboud siyy Jo syjuswadinbas Aiojejnbas

Japeo.q poddns [[Im sjuswalinbal buisuadl| moy JapIsuo) e
Aasnpul ayy

10) ssa004d Aiojeinbau A10jLiia3/a1e)S Y3m sessaoold ubije
pue [apow Sssauisng ay) 03 sjuswalinba. Aloje|nbad yury e
Spaau Welbold Y3m suondssiaiul

aulwlRIep 03 sylomawely Aloje|nbad bunixs ssassy e

H |opow
SeA € ¥ AEOM ssauisng pue ABojopoyjaw 1afoad ayj Jo JuswdoPAsp 13
ay3 Jo ped se syuawalinbau Aloje|nbal ssalppy e
a|qissod Ji 3snfpe
pue Aj¥oam sanjonJis uoienbas JO SSBUBAIRYS JOYUOK e SI0pENU0D
uss0L S| Yed Kued paiyy ybnoay paiinbal uonejnbay «
U01R|NBAI SARISIUILIPE JI SYUIRIISUOD PUR PISU JPISUOD o
uonenBay 213 A10WLIBL/A1EIS YaiM uoneinBa: sypads weiboid Buiubiyy « uoneINBaJ JO SND0) 2103 BY) SE SIRLJU0D . JUSLISO.0JIS
Knsnput yum Bunynsuo? - ojur spadse Alojeinbad dypads apnjoul 03 pasu Ay uoneuuise) Aeg wog-gL$ AREISID] UBY3 J3IE1 SIDBAUO UO SOUEL[RY »
(20DV) siorenbai yum bupynsuo) « $30BJ3UO0D [BIDISWWOD pue [Spow BuldINosINo uo uoneuiwa) Aues gnoje) 5e0b s,weiboid
(wajsAs sjeqal Joj aoe(d Ul Apealje) saulepinb| Paseq ajqelawi uonejuawaldwi pue ABojopoyiaiy welboid |eanijod {pneyy paseasoul ‘Ayjenb ay) poddns Ajzjenbape jou Aew ) y
Ul SPIBPURIS UB[RIISNY PUB }INPUO) JO 3P0 ssauisng buidojaaag « 3U3 Y3Im Jua3sisuod yoeoidde Aloje|nbal e asooy) e Kianijap Jood ‘s)s09 JO [053u0d Jood KioyeinBai Buysixe ayy :UoREINBaY
Apppinb spaau buibiswa
0) puodsaJ 0] 24N1PNJIS [BUIAIUI B|GIX3]) B URJUIRI
H JaAe|d wea) ‘uoisiatadns 91331 Um daom 03 Ajjiqe ‘Ayqoad shejep JuswAed ejeqal -
SoA ¢y sjenbepy sBuneaw wea} Jejnba1 ybnoiys Bureys uonewou] « 2yqnd jo m:_u:muw\_m_u:: ‘bunuers-yjas "Appinb syjsey mau abpajmou a)eiodio9 Jo ssojueAouIn) - ol
sdef 195W 03 U1 1YBNOIG) S324N0S31 J01I3S 2IBALI] « dn axe) 03 Ayoeded ‘aoustiadxa Joud uo buiINOSal SNJ04 o 10 wing -
S)UaWAIND3I 193W 0} AINIINAISAI [RUOISIAIQ * ; u_m_._wan_m>wn 23f0ud 4ess Jo seigeden pue siequinu jenbepe -
spow ssauisng BuiBbueyd o paisnipe 21n1dnAIs JIweukp/a|qixald « P3|!e3ap 3y3 Jo seseyd ||e Ul SMBIAS DuldInosal spndur o
P Knapanue zm_wsw:%% _m_y_.s“_a_:wm \w“,_ﬁw;_“. spjojun ue|d ay3 e APeam Spsau BulIN0Sa. JOJUOI o 4e)s mau Auew jo uopeibajul pue Buluiesy
Aemiapun Juswiinidal [euIIX3 « 3|npayas pue Abojopoyiau uoneuiud) Alue3 wegzL-0z$ UONINPUL AUBURINIDL :592IN0S3Y UBWNH *
110ddns 3A1INIBX3 [PUIBIUI JO [9A3] YBIH * o3(o1d ay3 yum AbBs3es3s buInNosal s3ebaju] o uoneuiwia} Aj1es Aisnyep Jood Juatoynsu) aq Aew auiy
90e(d ul AjuaLnd |apow ssauisnq pue ABojopoyialy 19alo.d ‘siomauel AiojejnBai ayenbapeur uo weiBoid ayj JaAI[ap PuE |0J3U0D ‘Ye)s
sassad0ud Bujuueld 13(01d Ul wid)-1I0ys 3y} Ul passaippe buiaq st anss| « 343 Y3Im uoppunfuod ur ABajesis buianosal e dojpaaq e {5/0JU00 puB $8558201d 1004 ‘dojanap 03 Aoedes :Aji5eded [BUIB)U]
SBA W ajenbapy sanss|  Aujiqel| ‘f1sges ‘oenud-| 6
€< |]opow ssauisnq aerdoidde ISl 31e00]je 10
3y} uo suoIsiEp Jo ped se ysu [e63)] Jo edw MIIADY o uoneulwIg) qisuodsas Aypads Aieap> 1U0p $1521U0D -
spe.quod Aeg  s)soo uonebni] woe-GL$ paJojUOW
ybnouyy sdiysuoneyas Ay ayj a3enbau pue Jojuow 03 uoneuILLs) 4 £
1UBWPUOI3S U0 JDUO B3] Jotunf Buniniay -| A3deded Buluieyal 3jIym sHsii Jofew BuIINOSINO UO SNJ04 « Auea ‘inojjey [eonijod ‘sebewep PUE p21303 ANy 3G 10U AL YSH 3]Geinsu -
1200 [e63] J01UBS BT} N4 + $30RJ3U0D AR pue ue|d JO MBIARI [eUIRIXT « Buiked Buipnjour juswabeuew 3su UiM 3jeap 1o poojsiapun
[SPOW SsauIsng 3y Wwiogul 03 sanss| [eba] bunebnsanu| « Juawa|dwi |eBay 100d Jo $89USNDBSUOD AY1oa O} Aiing g jou Aew wieiBoug ay3 yum
ue|q Juawabeuepy sty 2637 e Bunjelp Apuain « pue uejd Juswabeuew su |eba| a1eedss e dojaasqg « S}S09 [eUOIPPE [eRuElSqNS ‘uoiebI pajejoosse sanss| [e6a| xa|dwod Tleba]
apew Buraq sdnoub|
|enbulInu/p3|qesip 104 SP33U UOIRIIUNLILIOD JO JUIWISSISSE [BUIRIY| *
(snouaBipul ‘pareduwi
1 Bunieay/uoisia ‘gs3N) sadualpne [eads 10y padojaasp bulag uonewloju] «
SoA Buong sauinbus a1jgnd o) sesuodsas 8
€ 1UD)SISUOD YUM 1sisse 0) padojanap abexded uonewojul dAIsuaya1dwo) «

Anusipadxs apew aq ued paunbai syuswisnipe Aue pue ybnoiyy
Buiab ase sabessaw ainsua 01 pauueld si ydieasas bupydesy ubredwe) «
Ajunwiwod sy o) palanijap ale
596SSaW 1291102 INSUD 0} UIXELISPUN U] SeY |Iedsal [eyuawidojpaag «
anoge
1351y Jo uonebniw 3y} Jo 1ied se passaippe bulaq os|e e saNss| 353y |
(OYNY ‘@2ueut4 63) Aemiapun UOREIIUNWIWIO Y)[E3MUOWWIOD)-BAY] +
dnoig [013u0) 13f01d 3Y3 YBNOIYY UOKEIUNWIWOD YHMIG-B1U] *
duwied uopesjunwwod dijgnd Joj sjqeIawn AIBAII9P J9A0 [013U0 1yb1] «
padojanap AB31e13s SUOIEIIUNWWIOD [RUISIXD PUB [RUIRIU] *

ue|d juswabeuepy

ABa3e.)s U013D3||00 eIRP pajelBbiajul pue yoieasal dojpasq e
papaau se Suoijoe UOIIRDYIIdRL

pue buiojuow arosdwi 03 sassadold uonelbajul dojpasq o
ABojopoyiaw 30foid ayy

ul s91621.3S pUB SINSSI LOIIRDIUNWIWIOD 211P3dS SpNpU] «
sassa00.4d buliojiuow pajiesp

dn 33s pue Abajel3s uonedIUNWWOD 3jesedas dojpAaq

puaiL XSty

dn-ayey

100d Pas|in Jou spuny woes$

nojley [eOHIOd  SISOD WOZ-8$

nojjey

|eanjod Jofew ‘s)sod Aioyeinbas pue

UOIJEDIUNWIWIOD PASEaIdUI {JOIjJu0d

{(uoIsnjuod Jaj|e}SuI PUE JBLINSUOD)

Aianyap Jood ‘dn-eye) Jood
JUBWISSasSY

ssauateme weiboid Jo yoe| Spjoyasnoy

ssa1jddns uo uonewsoyul jo AUL)SISUO) «

9oueldwod

-UOU UO uojua)ie RIPSW BAISSEIXT «

(jeusayxa pue [eusajui) AGajens

uonesunwwo jo A1aAljap o0od ajeald Aew
pue b

uOReSlUSP]




1 welbo4d Jo Jey puodss ul
SOA! ¢z Buons sa1693e435 3sIxa/buuielial jo pue ‘Ajleriul Aypeded buiuesn| H 9951810 |IM Y3 3A :e1oN| 9t
Apeaisow|e st MSN - A1anap Buiuten a1 paynsuod bujaq sayers «| 30 INONI04 pue uaLdoj2A3P U0 YMIIQ LAIM Bstel| Ajasol) « sia|jeasut Joj buturen puny, 01 Anjiqeu -
Juswdojanap sJapiaoad Buiuuiopiad Jood uo uonoe ey pue uoneujwa) Ae3 wWos-0z$ SI9|[EISUI 8U008q
weiBoxd Buiures 31 paNsuo> Buiaq YMIQ t1PUnod sipys Ansnpuy | A0NUOW 03 Ayoeded apiacid s313onu3s 10eLU0D BINSUT st uonesy 01 ulen 01 3/doad yBnous 1exIe 01 AyjIgeu] -
padojaasp Buiaq syuaWwRIINbaI 15NPUD JO 3p0) « ssad)s Japinoud buibiawd ‘uoneuiwa} Azes ‘nojiey [eanod fyoedes
padojaaap Buiaq aie sigjeIsul 10j sJUsWIRIND3I dueINSU| « Ayauap! 03 sasse004d buipiodas pue butiojuow dn 395 o Jofew ‘sdnoub [euiBew oy ssaooe 5993 Aew BUIUIRI] 9][2ISUI 10} PUBWAQ +
padojanap usaq aney 2151631 3y} o) s1v1weled [eba « (sy3 op 03 spesjuod Aped paiyy J1ood ‘(A1onijap ojur uonuaAIRIUL P llesuiop d
1s-qam Uones|Ba1 J3[[eISul 150y 03 31edIp3y Y Juswiaaiby «| MO||e) Ajdeded [edjuyds) pue AjjiqelA [eduel Yiog J9A0D o Joa11p 01ju09 sseo0id ‘KiojeinBal) ajenbapeu
600Z duUnp pus wolj paiaAlep aq o} siayddns [eusjod (s1030e13U00 BuINOSINO Aned paiyy ybnoayy UOIUSAIB)UI [BUOHIPPE :S}S00 aq Kew s||1s }10Mm}au Jaj[eISul JoA0
1sBuowe AyiqejieA. Buiufes Jo ssauaieme asiel 03 AB31els UOKRIIUNWIWO) « sbue.ie) sia|jeIsul Jo uopelisibal 10y ssenoud dojpas( e pooB-ayew ‘uonejejsul Ayjenb Jood 1013u09  Ayoedes :SWISIUBYSSW BululeI]
SJ2UMO WOy Joj
sjujod ssadoe uopjewojul ajdiinw 1oy suondo bulBpISUO) e
|9pow ssauIsng ayj Jo spadse
aropoyy| 1HEW 234 ssaippe 0} 2oe(d Ul A1snpul yyim suoissnasiq e
yum padojanap buraq axerdn uo bunioda Apjeam pue buppewyduag « a|qejlene 313ym s3s5300.d bunysix asijian
W fenvapun spoyasnoy|PUe sasuodsa Em:_u\jou 03 buiped| Jie4 Jo sad10 AdojiaL oxedn
SOA! aja|dwoou| 3|qeuaunA / awodul moj Aq dn-axe) abeinodus 0} saibaieis Jo Juawdojaaaq / 33835 puE BIRDIPA HUI[213UBD UM SUOISSNISIP JUSLIND of | PIO|pUE| 10} JUBIDLYNSUI SABUSIUI YdyIT Sl
€¢ sjesodoud Asanyap sy 4o yied se aulpesp seale snouabipu|
2dueldwiod pue adueinsse Ayjenb ‘dn-asje) uo suodai apiaoid i B1edIpa « 60/£/T 33 193W 03 padojaAap bulaq aJe sauljpuwlL 310Wal / [eUOIBa Ul SI3|[eISUI 1UBIdLNSY| «
£B31e1s UONEIIUNWWOD Jo Led se padojaasp buiag youne| eipaw pajabie] « YISH SIU3 JO s3oadse A3 SSaJppe ||IM [9pow ssauisng e Jnoj|ey [eaRIOd SISOD WSZ-0L$ / /1edol b . d usbY
213 "UI[213U3) YIm suONeNoBaU Ul paIapIsuod buraq si Buioday « sainnuis AsaAlep pue buiuued ur snooy S1enbIpeu st An-oe1 jo [9na1 -
SUONRIBPISUOD [3POJ SSAUISNG Ul PaIapIsuod Buiag aie sanssi dn-aye) «|  23e4edas Jo 323(qns ay3 sdnob spaau Jy1oads 104 SSIY ® ssaualeme
600 dunr pus woyy, sJa11ddns yym Abajesss pue poddns aAissaoxa ‘dn yojeo weiboud / axeydn Jood yBnouy seaydalgo
PaJaAII3P 3 0} SSDUIIEME Sles 0) AB31eIS SUONEdIUNWIWOD Pa1abiel |9 +|UOIIEDIUNWIWOD Ul papn|pul aJ4e A)inba pue $s822e JO $aNss] e 0} 5)S09 [euonippe ‘dn-aye) J00d sl and|yde jou Aew weiboud :GN-a)EL
SIUMO dWOY J0j S)ulod s53338 UoNeWLIOJUI AjdNINW Joj suondo Bupapisuo) «
|epow ssauisnq
33 Jo s1radse Jasjiew 9314 ssaippe 03 e|d Ul A1ISNpUI Yum suoissndsiq « (z
a|qe|iere aseyd ul wayshs Jayoiq Ajjeroadsa) sia|jesul
soA 1 ajorduwooyy| ©4ouM sasse00id Bunsixe esiin pue sesuodsal sleulpiooo o) Buipei | Jied Jo H U3BMI3Q OM JO UORRdO]je Ul SSBUIe | ),
[ A S9DUJ0 AI0MI3] / 311G PUE BIRDIP3IA HUIRAIUSD) UM SUOISSNISIP JUILIND doys dojs-auo yBnoiy
aulpeap 60/./1 Y3 193w 0} padojanap buraq aie saulauil] « UONESI[2AUR-19A0 AIBAIIRP Ul AUBDLU] »
SU s1y3 JO s123dse A3y SsaIppe [|im [Spow ssauisng « sanss|
sainjonzs Aionyep pue| BUIdoj2A3P Aue 1931103 pue Ajuap! 03 sassad0.d Butiojuow 1509 LIWPY 3005$ IOHIRU 3314 SNSISA SUORUSAIRIUI JUSLIUISACD «
ueld uj sn2oj ajesedas Jo 193[qns ay sdnoib spaau dy1dads Joj ssY + 2oe(d ul Ind !pado|aAsp 3Je S3558201d Se MIIADY e weiBoud ay} Joj poddns Ansnpur Inoj[e} 21ou02a / [eanijod pue
sieyddns ABajens 10 $S0]: pneyy ‘AisAlap-uou ‘Aisnjep 1}e20]|e J00d ‘UoHES![e]USI-I1BAO Ul JINSAL
Yam AB31e.)s UOHEDIUNWILIOD Ul PapN|aul 318 A}inba pue ssadde JO sanss| « Asanijap pue ABojopoyrsw 30afoid pajelbajul dojpasg e ur skejap ‘s}s00 aARISIUILIPY| Kew ainjonus Aisjep :poyjaw AJaAIleq
W seale [euoiBal / ajowal pue 196pnq weiboud aroge pjoyasnoy
SBA| Buong SPjOYasnoy 3|qeJaulnA / auiodul moj Joj padojanap bulaq saibajens dyads « $2.n3n43s buInosINo Ul A 3|} ulesy o H Buiiejnsul Jo 1503 - puewsap pjoyasnoH +| €1
€¢ anss) sy soddns AjaAnde ABaresns uonedjunwwo? -|SPUSY BuiBiaws 03 asuodsad uf suoide pue ABajens Isnlpy e : : sBunes ABisus
BULLINDO0 1B SAOUBISKIP SJBUM UO EJep pue Apjainb dn-axey ut spua.y nojrey :
ssa1b0.d uo yoeqpaay apiroid [jim dejd ur Ind Buiag s3ssa201d Buno}UOp « Buibiaws Ayyuspl 03 s9ss300.4d Burioyuow sdeid U Ing e [eanjod uoneuiud) AJeg syso) Ul 9SI[eLIRIBLI3,UOP S1Y2US] PIOYISNOH «
pasaAljap dn-axe) Jo uoissaiboud paduejeq wol-g$ :SJS00 Ulwpe ajenjuana jou Aew
sjonpoud Jo Ayjenb ‘AyiqelieA pue uonNguUISIp 8iNsus 0} AJBSSa98U SaINjonIlS e abe1nodua 03 pue dn-axe} ||y ansud 03 sa1633e.s JeuonIppe ‘nojie; [eonod ‘elpaw (sBuiaes wuis}-Buoj ‘papnjout spioyasnoy jo
a3 sejnoruied uj ‘anssi siy3 U0 19edwi JSPISUOD [|IM UOISIDIP [SPOIA SsauUIsNg « J110ads Ayruapl 03 Abojopoyiaw welboid MaIAY e J100d ‘sj0Jju09 Jood $8WoaN0 Jood Jaqunu *6-a) sawoayno [enjdy :SBWIOIINO
SOA |_ ajenbapy H $}I3U3N0q Jo EmEQo_miQ ‘|z
(4 AbBojopoyyaw wesboid
ayj ul sa1baje.s uonedunwwod pue Ajddns ajesbajug e axoppom Jajjeisut o Auyjiqeded -
! ! 110d S}S0D WOE-51$ utey> Ajddns jo Aujiqedes - podsuel] «
3533 LM |E3P 03 JHOM3LIEY & pue Sanss) weiboid Kjddns spaadxa s|enalew oy puewa(q «
Aiddns Buibsawa Ajnuap 03 sassadoud Buriojuow dojaasq e o4} Ul 80UBPYUI0D OGN JO SSOINO]ES I P [t 4 PUBWRg
YsH S1y3 U0 1oedW J9PISUOD [|IM UOISIIP [SPOJ Ssaulsng « $10J0RJ3U0D |eaniod Jo1u00 ‘Butieayyoid peul aq Aew suoye|fejsul
s[eua)ew uone[nsul Jo spoduw BuLIOJUO « Bupinosino pue Aisnpur yym uonounfuod ur Abaje.ys ‘Ayjenb uoneyiejsur paonpau onpoud pue sjeuajew Ajjenb Juaiolns JoAlap pue
paduSWIWOD sey sBupaaw djgeIpunos [eurioy ybnoayy uoneynsuod Ansnpu+| - Aljiqe|ieae sajesul pue Abajesis Ajddns 3onpoud dojpaaq e o Aianijep pakejap o Alaaiap-uoN aanpoid o3 Ayeded s Ansnpu) :AjIoEde]

ue|d juawabeuely

pus1L XSy

juswissassy

uopealuap|




“sadf} Buisnoy Jofew 8y 0}
fjdde 0y sj3pouu oIS Jo S31as B BuBPISUOD ST UOILN]eAS [BDIULDRY »
(SOUOEOE S)UaUIRJINba)
eBa] JueAsjaa yym Ajdwod Siaquisw Alsnpul Buunsua
0 7 03 553228 Uy Aqesajaud) [spow Bunsay pnpoid e buidojanag « UALDAIOAL! AR 310 ANSUB 01 (emed
S ajenbapy ogdusuepsuopupnaeys U J_ [0AUL BA0 1343 24nSU3 03 30DV AR H "
Vi SplepUEIs a4 0 HUaUI3P K3es o BuooT Sapuabe Jaylo yym sjuawabuelie 30ed ujng e
1o ey pue 332d u sdnouo Bupop a3 WedBoig aup 1o} spiepuess Aianjap pue Ayjend
Soipog AISTUL (i PRy Uaaqaney sBuyauig asnpurjo aquuny+| 124900 3L Joyuow 0 sassaaoud Bulioyuou a2eid uyang «
waiss pauna Spaepues A13}es 133U J0U $30p 1npos
aJeqa1 uaum 3y o Led se aoeid ur saays 12e} pnpoid pue sauapingy|  SB SI9PIACId 3jeusaije Aq uonedyoa. Buipnppu; ‘suopdaoxa PIEPUEIS Majes 103l mﬂavcm&w
SaInjangs pue sassaooid Bugsixa Ayjenb yym Bujeap Joj ss2a01d Aped pay dn 395 » $J509 [l . piepue)
yBnoiy siojenBal se e o) Buipe] 1le4 Jo sdQ AIOYLI3 pue el Suoidaoxe Ajauapi pue Ayjjenb Joyjuow o3 (s1eAU0d % 1ol DUBIDLLR [eLLIB 133U J0U S0P 1NPOId
“JajsiBai Jajeisu|  Burnosno uo paseq) xiomauey A1ojenbas adeid urang e eonod 40100 0} SJS00 FLOpPE paepue)s ajenbape
34} ploy 03 pue fouabe juswied se 120 o) yulRNUS) Yym Bunenobay » Alysnpul yym saulepnb Ayijenb JonpoJd 395 o ‘saunssaud AlojeinBes ‘opguon 4094 jou few Kyjenb jonpod :JNPOId
yM33a
L3IM S1e3A G Je umop-un. Joj welBoud uoiealuNwwod
pue AB3jens JuawAoidapa / buluten-a1 21yads dojpaaq ¢
Ansnpu
1 aeapayy| 2440 UMop-Uni pue dn-pjing pue (SIa||eIsul pue Sjeuaiew)
$oA 7 buosg DuE YUja1Ua) Y palejoBau Bug uojoaloo eiep fapopy ssausng| A10NS 40 34DISIER0 a0y 0} salbenes g_Ms_cMe w0bu>wm_>. H wesboud o puo e parben ou onpoud] 8¢
3l J0 1uawidojanap aup Jo ed e saiasens Buyioyuow pue Buuueyg Joeded Ajadns Aq ) (
pUB SIaYI0M - 151 pue Woog Aiisnpuj»
pajaduoa|  PeModdns welboud au jo uoyesuaLB|dul Apeais Hoddns 5J509 b i
1 WeJBo auysaye Lisnpu o sped Jaujo o pauaysuen sea aq| O3 ABG1EAIS Uonealunwwod Jo sypadse ayoeds dofanag o w8 saseanll POaCE 0} mggé poieyll
01 Buture 3y ajqeus [im sweiboud Buuren Alowaia L / 1Ll pue Yym3q - sieak gt 1500 AlojeynBen “Ayddns yuynsu WLig}-I3buo] pue Jioys au}
AunuLI09 8U) Jo SiaqUIBW 0} MO} UONBWLIOJUI 10 8jel 8} [0uod | JO PUS U3 3 weiBosd ay) Joj ABjells 31X Ue dopAsq « yBnoayy Jno-mojq saud Jo1u0a pue 1 yrog Ansnpu; oy jo Kyjoeded uo joedu
ABa1eng Suoedunwwo) 3y} Jo ed se juauidojanap apun ueyd eipauu 3y +| ABojopoyzaLL wieBoud U pedu 3a3anAs Asnpul apnjpu] e $]S00 UIWPE pasealou “Aianjep Jood Kews wesBoud yo ainjonsys :joedw ARSAPY|
s W ajorduwooyy H L
£¢ aloway/ snouabipuj - a6eian0) [euoney
(s20URs2juCoapy u-ng / diysiaumo Ksnpuy
PUB 308J-0)-308}) SBUly3BW Jejnbas npuoy ¢ SL0E5015 1o BUBeLELL
Remvapun spjouasnoy ajgesauina sdnoub Buryom Aioyuia] pue a3els ybnoiyy 5 W) o4 >,
300U M0} 0] U eI 0B BUDIBS 10536181 AP 15200k g ! 2343y JO SULIBL U 3R16R SIPIOYBEIS [ INEH o Ul 3DU3|[BY pue SI3pjoyRXels Jo AUSIAI] »
ays auenu; Buidoprag SDIJUOD [2AL3100 SNOSBJ pUe S}SAI3)UI JI3U) PUE SIBP|OYBYE)S [[e O}
dnoig b £ d i : ’ nojje
oI Buyo ) Aiowwia] pue saiels ﬁ_:;mﬁmwmw_mmﬁwﬁﬂoﬁ__““m_ﬁ Mw " kyuapr oy alod i 5592010 uopnos3 DI i 5 o cousd Ssoouupy ho___m“ uoyuaye ajenbapeu ul ynsal few sdnolf
53010531 1oddns pug [eyeraias apiroid annyag E:we%%o. S2ANYINLIS UOMEIUNLILIO) [euidul B3 dn 396 o $1S07) "UDE PSEAIOU ‘SJIJU0D ainssoid pue sysej ayioeds uo Bujssnooy
(saseai ssaid 3) vopeoiunwio) feusaiwa pue jeusaiun oy Ayunyoddo | ABojopoyyaw pue AB33es 13(0ud pajebaul dopaaq e Josayu ‘weioid paimnas Aioog J0 sl JusLuabeuew Japjoysyels

ue|q juswabeuely

puaiL Ysiy

JUBLSSasSY

]




	cov
	﻿Committee membership
	﻿Recommendations
	﻿Committee comments
	﻿Outcomes of the Home Insulation Program
	﻿Design and implementation timeframe
	﻿Adequacy of DEWHA's experience, administration and resources
	﻿Adequacy of DEWHA's risk management 
	﻿Adequacy of training and installation standards 
	﻿The maximum rebate and the Medicare billing model
	﻿The safety of work carried out under the program
	﻿The level of fraud and abuse
	﻿The level of imported and non-compliant materials
	﻿Adequacy of advice on different types of insulation
	﻿Issues for renters and low income earners
	﻿Issues relating to Australian Standards 
	﻿Issues relating to the Building Code of Australia

	﻿Abbreviations

	chapter1
	﻿Chapter 1
	﻿Introduction
	﻿Conduct of the inquiry
	﻿Structure of the report



	chapter2
	﻿Chapter 2
	﻿Background and descriptionof the Home Insulation Program 
	﻿Home insulation before the Energy Efficient Homes Package (EEHP)
	﻿Summary of the Energy Efficient Homes Package
	﻿Further details of the Home Insulation Program (HIP)
	﻿Changes during the program – overview
	﻿Registration and training requirements 
	﻿Health and safety requirements

	﻿Safety concerns and closure of the program 
	﻿Actions arising from closure of the Home Insulation Program
	﻿Outcomes of the Home Insulation Program
	﻿Installation rates
	﻿Environmental outcomes
	﻿Employment outcomes
	﻿Business distress

	﻿Review of Home Insulation Program by Dr Allan Hawke
	﻿Committee comment



	chapter3
	﻿Chapter 3
	﻿Issues relating to program design and administration
	﻿Design and implementation timeframe
	﻿Committee comment

	﻿Adequacy of DEWHA's experience, administration and resources
	﻿DEWHA consultations
	﻿Committee comment
	﻿Communications with ministers
	﻿Communication between ministers
	﻿Committee comment

	﻿Adequacy of DEWHA's risk management 
	﻿Minter Ellison's Risk Register 
	﻿DEWHA's management of risk
	﻿Committee comment 

	﻿Adequacy of training and installation standards 
	﻿Submissions on training and competency standards for installing insulation
	﻿Committee comment

	﻿The maximum rebate and the Medicare billing model
	﻿Committee comment




	chapter4
	﻿Chapter 4
	﻿Other issues affecting program outcomes
	﻿The safety of work carried out under the program
	﻿Submissions on electrical risks 
	﻿Submission on fire risks post installation
	﻿DEWHA's response to emerging problems
	﻿Committee comment on electrical and fire risks

	﻿The level of fraud and abuse
	﻿DEWHA's handling of the fraud risk
	﻿Committee comment

	﻿The level of imported and non-compliant materials
	﻿Incidence of imported materials
	﻿The quality of imported products
	﻿Committee comment

	﻿Adequacy of advice on different types of insulation
	﻿Effects of the HIP on sectors other than fibreglass batts
	﻿Claimed inappropriate use of bulk materials in hot climates
	﻿Committee comment

	﻿Issues for renters and low income earners
	﻿Committee comment

	﻿Other matters: effect on the cost of insulation materials 



	chapter5
	﻿Chapter 5
	﻿Other matters
	﻿Issues relating to Australian Standards 
	﻿Claims that AS 3999-1992 needs revision
	﻿Difference between stated and achieved R-values 
	﻿Lack of a suitable Australian insulation research facility
	﻿Committee comment
	﻿Claims that Standards Australia's decisions can be unduly influenced by the sectional interests

	﻿Issues relating to the Building Code of Australia
	﻿Concerns about increased insulation requirements in the Building Code of Australia
	﻿Claimed inadequate treatment of 'heat box' and condensation issues in the Building Code of Australia
	﻿Committee comment




	chapter6
	﻿Chapter 6
	﻿Conclusions
	﻿Rapid roll-out created serious risks 
	﻿Aspects of the program's design increased risk
	﻿DEWHA's risk management and administration 
	﻿Ambiguity about the program's purpose
	﻿The future



	gov_senators
	﻿Government Senators' Minority Report
	﻿The Home Insulation Program
	﻿Attitude of Coalition Senators
	﻿Recommendation 1 – Royal Commission 
	﻿New Recommendation 1 
	﻿Recommendation 2 – Inspections of homes 
	﻿New Recommendation 2

	﻿Recommendation 3 – Issues around the quality of insulation installed
	﻿New Recommendation 3

	﻿Recommendation 5 – Fraud under the Home Insulation Program 
	﻿Other recommendations
	﻿Remediation of the Home Insulation Program 



	greens
	﻿The Greens' Dissenting Comments

	appendix1
	﻿Appendix 1
	﻿Submissions


	appendix2
	﻿Appendix 2
	﻿Tabled documents, additional information, correspondence and answers to questions taken on notice
	﻿Documents tabled at public hearings
	﻿Additional information accepted as public inquiry evidence
	﻿Correspondence
	﻿Answers to questions taken on notice



	appendix3
	﻿Appendix 3
	﻿Public hearings


	appendix4_cover
	﻿Appendix 4
	﻿Clerk's advice on answers to questions, 25 March 2010


	appendix4_content
	appendix5_cover
	﻿Appendix 5
	﻿Climate zones as defined in the Building Code of Australia


	appendix5_content
	final 8 pages 1
	final 8 pages 2
	final 8 pages 3

	appendix6_cover
	﻿Appendix 6
	﻿Minter Ellison's Risk Assessment and 
	﻿Risk Register documents


	appendix6_content
	appendix5_cover.pdf
	﻿Appendix 5
	﻿Climate zones


	appendix6_cover.pdf
	﻿Appendix 6
	﻿Minter Ellison's Risk Assessment and 
	﻿Risk Register documents


	appendix6_content.pdf
	appendix - Minter Ellison risk assessment Apr 09
	appendix -  Minter Ellison risk register





