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CHAIR (Senator Hurley)—I declare open this public hearing of the Senate Economics
Legislation Committee. The Senate has referred to the committee the particulars of proposed
expenditure for 2010-11 and related documents for the Innovation, Industry, Science and
Research portfolio, the Resources, Energy and Tourism portfolio and the Treasury portfaolio.
The committee must report to the Senate on 22 June 2010 and it has set 30 July 2010 as the
date by which answers to questions on notice are to be returned. Under standing order 26 the
committee must take all evidence in public session. This includes answers to questions on
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notice. Officers and senators are familiar with the rules of the Senate governing estimates
hearings. | particularly draw the attention of witnesses to an order of the Senate of 13 May
2009 specifying the process by which a claim of public interest immunity should be raised,
and which | now incorporate in Hansard.

The extract read as follows—

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 resol utions of the Senate;

(c) ordersthat the following operate as an order of continuing effect:
@ If:
(8 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 discl osure 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 aminister, on areference 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 aminister 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
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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).

(Extract, Senate Standing Orders, pp 124-125)
[9.01 am]|

Australian Nuclear Science and Technology Or ganisation

CHAIR—The committee will begin today's proceedings with the Australian Nuclear
Science and Technology Organisation, and will then follow the order as set out in the
circulated program. | welcome Senator Carr, the Minister for Innovation, Industry, Science and
Research, and ANSTO officers. Minister or officers, would you like to make an opening
statement?

Senator Carr—Given that at the last two hearings there have been discussions concerning
an incident in ANSTO'’s radiopharmaceutical production facility in August 2008, | seek the
agreement of the committee that Dr Paterson be given the opportunity to up-date the
committee on progress on that issue.

CHAIR—With the committee’ s agreement, Dr Paterson go ahead.

Dr Pater son—Thank you for this opportunity. | will briefly run through the context and
background of the events under discussion. On 5 May 2010 an ANSTO employee, Mr David
Reid, appeared on Lateline and made a number of allegations about a safety incident that took
place at ANSTO's radiopharmaceutical production facility in August 2008. This incident was
alsoraised earlier at Senate estimates on 21 October 2009 and 10 February 2010. Thisincident
has been the subject of two major investigations. One was undertaken by ANSTO'’s safety
team and experts in radiation matters. This was concluded at the end of September last year. In
a separate investigation of the same incident that began in October 2009, the Australian
Radiation Protection and Nuclear Safety Agency produced a report which was submitted to
ANSTO in January 2010 and which has subsequently been widely discussed in the media.

What did these investigations find? The first finding is that management arrangements in
place at the time were deficient in a number of respects. Firstly, the significance of the dropped
vial was not understood by the worker. This meant that his colleagues working in the same
environment as the event were not informed, although they were not directly exposed to the
radiation from the vial. Secondly, the process of informing supervisors did not lead to
immediate actions. Thirdly, the initial attempts to locate the source of the radioactivity did not
immediately involve specialised health staff. The investigation also revealed that one of the
workers had not completed his full in-depth training on working in a radiation environment.
These management issues have all been addressed with completed and current actions.
Importantly in this regard, ANSTO has a new management team in place at various levels in
the organisation relating to the production of radiopharmaceuticals.

In addition, two other claims have been made by Mr Reid. One is that there was a massive
dose to a worker who was exposed to radiation from the dropped vial. Both the ARPANSA
report and ANSTO's internal investigation based on actual records have shown that this is not
the case. This has been confirmed by calculations made independently by three specialistsin
the field. A second claim is that there has been a cover-up. The investigations show that while

ECONOMICS



E6 Senate Monday, 31 May 2010

there were management deficiencies at the time, there were no attempts to cover up this
incident or not report it at any time.

What does this mean for ANSTO's employee Mr Reid? | have had a meeting with Mr Reid,
which was facilitated by the AMWU, and | am very thankful for their help in this regard. In
this meeting | gave Mr Reid the opportunity to share with me any and all concerns he has
relating to safety incidents, management practices and the work environment in the
radiopharmaceuticals production area. We used this opportunity to deal with both the issue of
the alleged cover-up and the dose received by the worker. | am now working with the union to
close out any residual matters arising from Mr Reid’'s concerns and the matters he raised.
Importantly, that discussion and the matters he raised during that discussion did not change
ANSTO'sview of itsfindingsinitsinvestigation.

ANSTO is open and on the record. Let me explain. The radiation safety records of ANSTO
are the primary independent source of evidence on the effectiveness of radiation safety
practices. They are independently reviewed and provided to our regulator, ARPANSA. They
are also available to staff and management. These records show that the annual doses are well
below the statutory limits and well below ANSTO'’s lower, self-imposed management limits.
With the confidence provided by these records, a new management team in place and the
improved quality of incident reporting, we believe that the Australian public can continue to be
confident that the 10,000 doses of radiopharmaceuticals used in medical procedures across
Australia each week are produced in a facility in which worker safety is not compromised.
Thank you for the opportunity to update the committee today.

Senator EGGL ESTON—From a medical isotope point of view, what are the implications
of this incident you have described for the availability of isotopes used in treatment and
diagnosis around Australia?

Dr Pater son—Both with this incident and with all other incidents, we undertake incident
reporting, which we then investigate. To date, all of our investigations have shown that
incidents can lead to improved work practices, but there is no pattern of incidents that suggests
in any way that the facility constitutes a danger to workers or that the radiopharmaceuticals
produced init are not produced safely and effectively for the Australian public.

Senator EGGL ESTON—AnNd you will maintain your production volume?

Dr Pater son—The production volumes are being maintained. We are currently in a process
of refining our product mix in order to optimise the use of moly-99, which produces the main
radioisotope, technetium-99m. That is so that we can ensure that we always have supply
available for Australia and can assist as far as possiblein the current global shortage.

Senator EGGLESTON—You have not needed to import more radioisotopes in view of
this?

Dr Paterson—The current import levels are lower than they were this time last year
because of the coming on-stream of our own molybdenum-99 production facility. That is
increasingly resilient and robust. We still have some work to do to absolutely ensure that, but
we have significantly downgraded the level of imports now that the facility is in place and

operating.
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Senator LUDLAM—Thank you very much for the update. | have some follow-up
questions. You said you have addressed the issues that were raised in the ARPANSA report and
in your internal report. You said that some of those actions are completed and some are
ongoing—" current’ was the word you used, | think. Can you describe for us briefly what is still
ongoing?

Dr Pater son—The ongoing development is ensuring that the changes we have made in our
training system are indeed embedded. It is no longer possible to work in the radiation facility
without completing all of the radiation training. We are just ensuring that all of those
procedures are indeed followed and that they are embedded in the practices of the
organisation. Secondly, we are till evaluating a number of engineering controls that would
further strengthen the protection of workers so that they would not have to rely on
management controls, because engineering controls tend to be more robust. These evaluations
are ongoing in the case of the area immediately around the door and will be finalised within
the next six months.

Senator LUDLAM—The ARPANSA report, which is now a public document, noted that
when the inspectors were there they noted that there are or have been frequent problems in
handling tasks on the cell conveyer system and ‘no apparent attempts to introduce improved
handling systems'. Is that covered by your comments just now? Is that what is being
addressed?

Dr Pater son—The conveyor handling system is indeed being reviewed. Typically there are
two aspects. there is the conveyor and the exact condition in which the vials are transferred.
We have already changed the conditions in which the vials are transferred to make it much
easier for the workers to handle them with a larger element rather than the picking up of
individual vials. In the container area we have reviewed the comments of the regulator and we
believe that the engineering ideas they have put forward are useful but may not be sufficient to
deal with the concerns that they have, and there are further engineering studies in that regard.

Senator LUDLAM—When ARPANSA went through there they noticed broken glass
inside the cell and apparently it is quite frequent for vials to be dropped. Is that being
addressed by that kind of changes you are describing now?

Dr Paterson—Certainly the arrangements with the transfer of vials between cels will
reduce the number that are dropped. The frequency of dropping is in fact quite small. The
particular vial that was noted by the inspectors on that day was an empty vial which had been
crushed in the conveyor system. That is relatively unusual and it was cleaned up in the normal
course of maintenance procedures.

Senator LUDL AM—The ARPANSA report was pretty strongly worded. One of the things
that came through most strongly was that we are using a research grade facility for industrial
production of radioisotopes and that it was never really intended for the kind of throughput
that you are putting through that facility. Is there any consideration, in terms of looking after
the workforce and the people who are in there, of revamping the facility and actually bringing
it up to the standard that you would expect?

Dr Paterson—There has been considerable work in this regard. We have completed a
review of 37 reports on the facility, al of an OH&S or manufacturing nature, since 1998.
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Those had more than 300 specific recommendations. Of those more than 300 specific
recommendations, 91 per cent have been implemented and the balance are either not practical
at the moment or were of such a general nature that they could not be easily understood as
implementable. Therefore there has been a process of continually improving the plant over the
years. We have been able to verify that by closing out all of those 37 reports in a proper
management fashion and ensuring that we had in fact made the changes that were intended.

In July last year | began a process of working with the team in the radiopharmaceuticals
area to understand what other changes we could make. Working with the staff and the workers
at the cell face, we were able to identify some 80 improvements which are from very small
improvements, improved ergonomics in the place where they stand, right through to quite
complex ones in changing the workflow, for instance, of the production of the generators for
technetium-99m. Of those 80 proposed changes, 50 will be completed by the end of the
current calendar year and the other 30 have all been planned and dispositioned and funds
allocated to do that. In our last meeting of our capital investment committee we made two
other significant decisions. One is to make a major change to the workflow to reduce the
movement of generators from 116 metres net distance travelled to 16 metres. This will greatly
diminish the movement of those materials through the facility. In addition to that we will put
in an automated washing facility for the returned generators. That will be a very significant
improvement. We are also integrating the waste management of the facility and we have just
approved a budget for the detailed design of a waste management facility under building 23A
which will alow us to stratify the waste more effectively, will allow the decay and delay
processes to minimise the total amount of material that ultimately goes to a waste repository
and indeed will allow us to ensure that there is less dose to workers arising from waste
materialsin the facility asawhole.

Senator LUDL AM—Going back to the original incident, have you identified the person or
persons who were directly involved in not being able to retrieve the vial? My understanding is
that when it eventually came out it was brought out with a device, some kind of a mirror stuck
to atool with abit of sticky tape, which sounds like something you would have wanted to look
at. You acknowledged in your new opening comments that were people on the work floor who
had not been trained to a suitable level. Were there any suspensions or any consequences to
those operators? Have they been retrained since then?

Dr Paterson—Yes. | think we have now identified all people who were involved in that
incident, and there is ongoing operator training. In addition, based on our incident reporting
and our management procedures, wherever there is a radiological incident or a failure to
comply with a management arrangement, retraining is essential, and we undertake that before
the workers return to the cell face.

Senator LUDLAM—Would you say that the disclosures were validated by ARPANSA's
report? You have referred to them before as allegations, but would you say that they have been
more or less completely validated by the subsequent reporting and all the action that you
describe as having occurred since then?

Dr Paterson—I would say that it was valuable that Mr Reid, as a hedlth and safety
representative, re-raised these matters in April 2009, and | said that to him when | met with
him. | fed that that was a very useful action on his part, and the fact that the investigation
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chain, which has subsequently followed, was initiated by that action | regard as very positive. |
think that it was helpful both to management and to the workforce as a whole in the
radiopharmaceuticals production area to go through a process of internalising what had
happened, working through it in some detail and coming to a solid set of conclusions about
how we could improve management and how we could improve the interaction with the
workforce in order to mitigate these effects. So | would say it was good.

Senator LUDLAM—It would appear to me, obviously not having been at any of these
meetings and not having visited the radiopharmaceuticals plant, to be a pretty good example of
the benefit of a whistleblower. This fellow has taken some risks, and you would hope, on the
basis of all the reviews and al the changes that you are making, that conditions for the
workforce in there are improving as a result of what he has done.

Dr Paterson—I think he was absolutely correct in his position of an HSR to raise it
internally, which he did. | applaud that. | applaud the fact that he and a colleague also raised it
at the central committee, which we use for al of the union representatives, in May 2009. |
certainly beieve that those actions were very solid. Where | have a concern is that, as the
information came out of the investigation, he has not changed his view about the dose to his
fellow worker. We had a very fruitful discussion of that when | met with him, and | think we
have achieved a difference of view but arespect for one another’s views.

Senator LUDLAM—What are his circumstances or his conditions now? | understand that
he has been on special leave and that there have been some quite serious consequences for
him.

Dr Paterson—There were no consequences that arose for him as a result of his safety
activities.

Senator LUDL AM—So when will he be back on normal duties?

Dr Paterson—He is currently working on an agreed return to work program, which was
agreed with the union and with Fair Work Australia. He has not completed that return to work
program, but in the spirit of advancing the matter he has been offered an assignment with our
decommissioning team and | hope that when he completes his return to work program he will
be able to make a major contribution to the decommissioning work of ANSTO.

Senator LUDLAM—If he was the safety officer whose report and whose ringing of the
alarm bdlls led to all these improvements in your facilities, why is he on a return to work
order? Has he been disciplined or stood down?

Senator Carr—Can | just indicate that if you wish to discuss individual cases at this level
then it puts the officers in a difficult position, given the privacy questions that do arise. Dr
Paterson has indicated to you that there has been no penalty whatsoever for him pursuing this
question. They are working very closely with the union on these matters, and perhaps it is
better for you to pursue these matters on a private basis rather than a public one.

Senator HEFFERNAN—Can | just seek clarification: are we talking about OPAL here?
Senator LUDLAM—It isabuilding adjacent to OPAL, not actually OPAL itself.
Senator HEFFERNAN—Because OPAL is only temporarily repaired.
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Senator LUDL AM—Can you tell me about your production in there. You said that some of
these actions are till ongoing. How many batches per week do you process through that
facility?

Dr Paterson—There are a significant number of batches, and it would be difficult to
answer that question in a precise way unless we unpacked the notion of a batch. But
effectively about 10,000 doses per week reach Australian patients as a result of the production
inthat facility.

Senator LUDLAM—Just briefly, because | do not want to take up too much time with this,
you do them in certain runs and can you just talk us through how it actually works once you
have actually got a run on the go?

Dr Pater son—Within the total facility there are a number of workflows but in the particular
environment that we are talking about—which produces, for example, the iodine 131 used to
treat thyroid cancer—the radioisotope would enter at one side of the facility and would be
reduced into the doses in the particular containers that then come out of the other end of the
facility in alead pot. Those lead pots are placed in boxes, subjected to quality control and then
dispatched to the hospitals and clinics that apply them to the patients to deal with their thyroid
cancer.

Senator LUDLAM—There are roughly 10,000 doses per week through that process. Do
you do them in certain kinds of runs? My understanding is that you do two runs per week.

Dr Paterson—In the case of the technetium-99m there are usually two runs a week,
sometimes more.

Senator LUDLAM—What qualifies as arun? Can you just define what that means?

Dr Pater son—What will happen is the hospitals and clinics will make orders and that will
lead into a production planning process. The production planning process is then stratified to
meet the requirements of the customers and each of those would turn into a run. So there are
two runs a week in our molybdenum-99 production facility, which then feeds into production
of generators.

Senator LUDLAM—I am particularly interested in the moly-99 because that is also partly
arising from the incident that we have been discussing. |s there a proposal within ANSTO to
increase the amount of runs that you do per week?

Dr Paterson—There is a proposal to increase the number of runs of digesting fuel plates
and producing the moly-99m but there is no proposal to increase the production in generators.

Senator LUDL AM—Do you want to just make clear what that distinction is there? So you
are not intending to undertake more than two runs per week?

Dr Paterson—They are—Building 23 a process for the production of generators.
Ultimately we are trying to reduce the number of generators that go into the market and get
more efficient distribution because of that. But the increase in runs is intended to take placein
acompletely separate building called Building 54.

Senator LUDLAM—OKkay, not through Building 23. Is that increased activity likely to
require you to bring on more staff or expand the amount of work that goes on through that?
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Dr Pater son—We have staff to undertake that number of runs per week.
Senator LUDL AM—And you do for the foreseen expansions?
Dr Paterson—Yes.

Senator LUDLAM—ARPANSA's report was obviously extremely useful for us once we
finally managed to get our hands on it, as far as that incident report goes. Can you just tell us
the relationship between ARPANSA and ANSTO? Do they have access to your facilities on a
spot inspection basis? Can they just turn up without any warning at all?

Dr Pater son—Absolutely correct.

Senator LUDL AM—How freguently does that happen?
Dr Pater son—It happens on aregular basis.

Senator LUDL AM—Isthat days or weeks?

Dr Paterson—I cannot really notify you of that because they have access without notice
and so | cannot always tell whether they are on our site or not.

Senator LUDLAM—Is that right? They could have visited and they do not even need to
giveyouacall?

Dr Pater son—Absolutely.

Senator LUDLAM—Whichis, | think, how it probably should be. They do not have to get
permission from anybody first?

Dr Pater son—No.

Senator LUDL AM—Having been into OPAL, it is not easy to get into some of these areas.
There is a lot of process and work to get onto the site. But ARPANSA just have access-all-
areas passes, effectively?

Dr Paterson—They have their own swipe badges. If they went into the secure area of
OPAL they would do it under escort. That is the normal process. Certainly, they have very
wide and general accessto our facilities.

Senator LUDLAM—Do they have access to your personnel unaccompanied or do they
need to be under escort wherever they go?

Dr Pater son—In general they have had access unaccompanied but that is not a global best
practice and it will be something that | will take up with the new CEO over time. In general it
is good to have a process by which the inspectors can engage with staff but where there is the
ability to have independent verification of the discussions.

Senator LUDLAM—Thereis no proposal to change that access regime, is there?

Dr Pater son—There is no proposal to change the access regime unless there is a security
requirement to do so.

Senator LUDLAM—I just want to bring us back to waste. Is there anything that you can
update us on about your planned repatriation timetable for spent nuclear fud of Australian
origin that is currently in Europe?
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Dr Pater son—The update at the moment is that we received funding in this year’s budget
in order to begin the planning work for the repatriation of the waste. That budget over the next
number of yearsis $30.3 million and will allow usto initiate the planned process for the return
of the residues.

Senator LUDL AM—Do you have dates of expected return from France and the UK yet?
Dr Pater son—We have final end dates available to us.

Senator LUDLAM—That isan envelope; it is not an arrival date.

Dr Pater son—It is not an arrival date.

Senator LUDL AM—You do not have any more detail?

Dr Pater son—No detail at thistime.

Senator LUDLAM—Can you tdl us, and maybe table it if we are little short of time, a
decommissioning time line for the HIFAR facility?

Dr Pater son—I do not believe we can give a decommissioning time, because we do not yet
have a decommissioning licence. We are in a possess-and-control phase. Therefore it would be
premature to provide a decommissioning table for HIFAR.

Senator LUDL AM—Is one under development?
Dr Pater son—Thereis one under devel opment.

Senator LUDLAM—And that will be provided to your minister at some stage, on applying
for a licence. Does that have to go through EPBC approval? Is that considered a nuclear
action?

Mr Mclntosh—Yes. We will put it through an EPBC process and it will have to go through
the licensing process as well.

Senator COLBECK —I think | am on the same thing as Senator Ludlum. Is the funding for
the decommissioning process for the high-flux the additional $9.7 million that has been
allocated in this year’s budget?

Dr Pater son—The funds for the $9.7 million for this year are not for HIFAR,; they are for
other decommissioning actions, in particular the Moata reactor and the National Medical
Cyclotron facility.

Senator COLBECK—So the $13.2 million provided in the mid-year economic outlook is
going to that same process?

Dr Pater son—Could you give us alittle more detail so we can identify that one?

Senator COLBECK—It is actually 2007-08. | am just trying to get a sense of the final

costing for the overall process. Is that $13.2 million plus the $9.7 million the extent of your
expected costing on that?

Dr Paterson—The expected costs of decommissioning are significantly larger than that,
and we have provision in our accounts for that.

Senator COLBECK—So if they are significantly lighter, what is the basis for the
additional $9.7 millionin this year’s budget?
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Dr Pater son—The decommissioning plan for the Moata reactor and for NMC was updated
during the course of the year. That led to the estimate of $9.7 million for the balance of that
decommissioning work in the next year, and that is the amount that is being sought in the
budget and has been received by ANSTO.

Senator COLBECK—But your expectation is that the cost is going to be less than that?

Dr Paterson—No, | may have misspoken. The total cost of all decommissioning for all of
the facilities in ANSTO is a significantly larger number than the $13.2 million and $9.7
million that you raised.

Senator COLBECK —I misheard; | am sorry. Do you have a sense of where that is going
to be and what additional funds you will need to seek for that at this stage?

Dr Paterson—We regularly estimate the cost of decommissioning, and we are currently
busy with a project upgrading our decommissioning plan. That work will be completed
towards the end of August and that will give usthe most up-to-date and reliable estimate of the
long-run decommissioning costs for our nuclear facilities.

Senator COLBECK—Can you give me a sense of the impact of the efficiency dividend
and where you are applying the impacts of that?

Dr Paterson—The efficiency dividend is applied to our administrative functions, which
constitute approximately 15 per cent of our budget. We have worked hard to understand how
we can streamline the activities of ANSTO, which are primarily based on a set of enterprise
applications. By the effective deployment of those, we will become a more flexible and agile
organisation, and it will allow us to make the savings that are intended in the efficiency
dividend.

Senator COLBECK—The extent of the efficiency dividend is $3.25 million?
Dr Pater son—I think that is correct, yes.

Senator COLBECK—There must be a limit to the extent that you can bear that, though.
You can only become so flexible and so more nimble and agile. You are taking out $2.5
million over this current four years. Where isthe limit to that?

Dr Paterson—We have not determined a limit at this point. We had very fruitful
discussions with the department about this efficiency dividend. We think it is appropriate for
us to be careful with taxpayers' resources and to seek efficiencies where we can. These are
obviously best achieved in the administrative functions. | think the efficiency dividends are
currently applied in an area where they can be affected and where it can only lead to
improvements in the responsiveness and agility of ANSTO.

Senator COLBECK—Where will they be applied in this coming financial year?

Dr Paterson—In this coming financial year we are undertaking an upgrade of our SAP
system, which is the system we use to manage a lot of our operations. This will allow us to
simplify the procurement processes in the organisation. It will allow usto organise and operate
our travel more efficiently and reduce the costs that are attendant to that. It will also allow us
to review our business planning process and bring efficienciesin that as well.
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Senator COLBECK —Do you have plans for this on an annual basis? Do you have a plan
for what you intend to do in each of the coming years?

Dr Pater son—We are currently concluding the last year of a four-year strategic plan for our
IT systems, and the IT strategy for the next four years is currently under development and
consultation with al of the users internally and the stakeholders externally. It is certainly my
hope that we can continue to find more effective ways to deploy ANSTO resources and to do
our business. This efficiency dividend of $2.5 million is the first time that it has been applied
in recent times in ANSTO and | think it is a useful test for us to apply our minds to achieving
these efficiencies.

Senator COLBECK—So thisisthe first year that you have had this applied to you.
Dr Paterson—Yes.

Senator COLBECK —I want to go back to the repatriation of waste—$30 million over
four years including $25 million in capital funding. What is the proposal to apply the capital
funding to?

Dr Paterson—The capital funding is applied to a number of elements. The major el ement

is the containers for the waste. These containers are highly specialised in order to ensure the
safereturn of the waste, and they constitute the bulk of the capital requirement.

Senator COLBECK—What proportion of that money goesinto the containers?

Dr Pater son—Thetotal capital expenditure on the French and the UK return, depending on
the exact configuration of the UK return—the numbers change a little bit—is of the order of
$23 million to $25 million.

Senator COLBECK—You also say in Budget Paper No. 2 that this funding includes
provisions for an interim storage facility. How does that fit into the costings and where?

Dr Paterson—The interim storage facility is part of alarger budget request but within the
$30 million. Should it be prudent to provide for such a facility we can begin expenditure to
plan it. Such a facility would of course not be an alternative to a long-term waste repository
and therefore would have to serve the purpose of temporary storage at L ucas Heights.

Senator COLBECK—S0 you are proposing at this stage to store that material, when it
comes back, in atemporary facility at Lucas Heights?

Dr Paterson—Our proposal would be to send it directly to the national waste storage
facility, which | believeis currently before the Senate.

Senator COLBECK—So it is potentially going to the proposed site in the Northern
Territory?
Dr Pater son—That would certainly be the most effective way to deal with the waste.

Senator COLBECK—My understanding of that facility is that it was a low-level waste
facility. Isthat not correct?

Mr Mclntosh—The proposal is for two facilities co-located: a low-level waste repository
and a store for intermediate-level waste, an above-ground store. So this waste would go into
the above-ground store.
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Senator COLBECK —So the figures that you have in your budget at this stage do not
incorporate any of the costs associated with that proposal ?

Mr Mclntosh—No—
Senator COLBECK—That is part of alarger budget request?

Mr Mclntosh—No, that project is being run by the Department of Resources, Energy and
Tourism, so you would need to talk to them about their costing.

Senator COLBECK—I am happy to do that.
CHAIR—I think Senator Cameron has some questi ons now.

Senator CAM ERON—Thank you. Dr Paterson, you indicated in your opening statement
three aspects of the investigation into the safety issues. One was that the worker did not know
the procedures. Could you just take me through the other two points?

Dr Pater son—Yes, the second aspect was that the process of informing supervisors did not
lead to immediate actions. At the time, the two supervisors were in meetings in another part of
the facility. When they were informed of the event, they did not take immediate action. There
was therefore a delay which was not acceptable.

Senator CAM ERON—AnNd the third point?

Dr Paterson—The third point was that the initial attempts to locate the source of the
radioactivity did not immediately involve specialised health physics staff. The staff working at
the cell face were using radiation detectors to try to discover what the source of the activity
was—where it was coming from. They took some swabs and wipes in order to seeif there had
been a spill in the area. That did not show anything. At that point it would have been prudent
to call in the health physics staff, but there was some delay between their determination that
there was not a spill and the health physics staff arriving. They were in the building at the
time.

Senator CAMERON—You indicated that you had improved your engineering controls.
One of theissues for meis that there seems to be lots of reactive management positions taken
but not too many proactive safety positions adopted. | would like you to comment on that and
| would also like you to comment on the issue that you can put as many engineering controls
in asyou like but, if you have bad management systems in place, that will not assist; it will all
break down. You have to have the engineering controls working with the management
controls, surely?

Dr Pater son—I agree with you. | think it is entirely appropriate to have the correct level of
engineering controls, and any engineering control that can be economically applied is a good
control. Therefore alot of attention is going into the improvement of those controls, and some
improvements have indeed been made. However, the management systems are absolutely
crucial. It is absolutely essential to not just have a technocratic approach to safety but to
involve the whole of the workforce and to continuously improve the management actions in
support of safety. One of the things that | have donesince | joined ANSTO isto really work on
the behavioural and management aspects of safety, because, in my view, we could not depend
solely on the technocratic aspects of safety in order to achieve what we need to achieve in the
organisation.
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| think it has been very fruitful. | think there has been a change in approach. There has been
an improvement in incident reporting, there has been an improvement in the close-out of
investigations and there is better tracking of the actions. As | indicated, these 37 reports from
1998 had never been formally signed off by management. We run a very careful process of
studying all of those reports, reviewing the recommendations and seeking to find out whether
they were or were not applied, and we are now in a position to say that all of those reports
have been dealt with in an effective management way. In addition, we have changed the
process of dealing with final incident reporting. There was a process by which the initiators of
incident reports and the staff involved at the time did not have a close-out meeting when the
investigation was complete. It is now standard in ANSTO for there to be a close-out meeting
when an investigation is complete, so that all staff are briefed on the findings of the
investigations, the attendant actions and their future role in that regard.

It is important to recognise that we have also increased the number of hours that executive
and senior management use in the safety activities. The current goal of the executive is four
hours a week on safety related activities. This involves our executives moving into areas
where they do not normally work—bringing fresh eyes to the situation and bringing their
expertise and disciplines with those fresh eyes to better insights. In addition, most of the new
hires that we have made over the recent period of time come to ANSTO with significant Six
Sigma and lean manufacturing practice as part of their toolkit. This will lead to an ongoing
improvement in the quality of the workplace as we drive continuous improvement. | can only
agree with you, Senator, that safety is a management commitment. It has to be visible every
day and it has to be consistent, effective and in line with the other actions on engineering
controls.

Senator CAMERON—You mentioned Six Sigma, but it is not Motorola, isit? It is a bit
more dangerous than Motorola who developed the Six Sigma system. We are dealing with
nuclear—

Dr Pater son—The benefit of a Six Sigma and |ean manufacturing type of approach is that
it removes from the workplace anything that is essentially not contributing to the work. |
believe that we will see the benefits of that. Statistical process controls do lead to better
insights into the quality of processes, and therefore to apply them in a rigorous way will
improve the quality of safety and the efficiency of production.

Senator CAMERON—The first point you made is that the worker did not know the
procedures. Are you blaming the worker for that or was this a management breakdown in
terms of the training?

Dr Paterson—My view was that it was a management breakdown. We do not blame
workers. It is practice in the nuclear industry to have a no-blame approach to incident
reporting. This means that workers can feel confident that if they make these reports they are
not going to suffer any negative consequences. In fact, they should be applauded and rewarded
for making these reports.

Senator CAMERON—You indicated that there have been 37 reports. The frequency of
vial dropping is quite small.

Dr Paterson—Yes, itis.
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Senator CAM ERON—Who do you benchmark that against?

Dr Pater son—We benchmark that internally on the production in the facility, but we are
able, for example, to benchmark our radiological records with other production facilities
around the world. In general, we are in the same range or better. From that point of view, we
have always had an excellent safety record.

Senator CAMERON—You are confident that the issue with Mr Reid is being worked
through effectively with the AMWU?

Dr Pater son—We have had tremendous support from the AMWU. We have worked with
them at the highest level in this regard. They have been very supportive of Mr Reid, correctly.
We have agreed to a return-to-work program. That program was mutually agreed and
supported by us and the union and we hope that he will achieve his goals and that he will be
able to return to the assignment in the decommissioning of HIFAR.

Senator HEFFERNAN—Are you going home for the soccer?
Dr Pater son—No, | am not. It would be inappropriate, Senator!

Senator HEFFERNAN—Welcome. | have some questions, most of which | will put on
notice. The original estimate for ANSTO’s new cyclotron PETNET was $10 million. What
was the actual cost?

Dr Pater son—We will take that one on notice.

Senator HEFFERNAN—I will try to pick out questions that you may be able to answer.
Why did ANSTO need to form a joint venture with Siemens, given that | would have thought
you were capable of running cyclotrons without assistance from the manufacturer? Why was
there no tender in that process?

Dr Paterson—I will comment on the nature of the relationship with Siemens. It is more a
franchise agreement rather than ajoint venture, because we are the 100 per cent shareholder of
the facility. As to the reason that we have gone with Siemens and the basis of that process, |
will take on notice.

Senator HEFFERNAN—Is it ANSTO'’s position that it will subsidise PETNET in
competition with other FDG suppliersin the Sydney market?

Dr Paterson—It is not ANSTO'’s position. ANSTO will run PETNET as an arms-length
facility with its own set of accounts and its own balance sheet. It will have to compete on the
same basis as any other in the marketplace.

Senator HEFFERNAN—SO, at the present time with the investment, how many customers
is PETNET shipping to now? | believe you are going to Royal North Shore Haospital. Is there
anyone else?

Dr Pater son—I believe that we should be cautious about raising particular customer names
as they may be commercial-in-confidence matters.

Senator HEFFERNAN—How many customers do you supply? Put it that way. Only the
one?
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Dr Pater son—I believe that there are a number of customers, but | will take it on notice to
give you more detail.

Senator HEFFERNAN—I will put those on notice. | will go to the cyclotron. Isit true that
ANSTO is providing capital funding for equipment using the cyclotron technology at hospitals
around the country?

Dr Pater son—ANSTO has a number of programs in which we collaborate with research
groups. Thisincludes, on occasion, co-investment in facilities and in some cases the extension
of existing facilities. ANSTO is involved currently in five separate discussions that involve
partnerships and funding of cyclotron facilities around Australia.

Senator HEFFERNAN—ASs | understand it, you are going to Austin. But what process do
you use in determining where the funding goes?

Dr Paterson—The process is derived from the nature of the partnership. In the case of
Austin, for example, it is the opportunity to develop a solid targetry and to use the attendant
radioisotopes for a range of applications in research and clinical trials. It is the new IBA
facility at the Austin Hospital and its unique capabilities that make it a very good facility to
work with.

Senator HEFFERNAN—Was there any particular reason that the Peter MacCallum did not
get ashot at it?

Dr Pater son—The Peter MacCallumisin a series of other relationships with us. They area
very strong partner for us in the CRC for biomedical imaging development. The Peter
MacCallum will continue to work with usin that regard and in other collaborations. | think it
is a case of a generosity approach across the system rather than specific individual
relationships.

Senator HEFFERNAN—ASs | say, | have a lot of questions to put on notice. Obviously
there are some distressed people in the market. Can ANSTO explain how the head of PET at
the Austin Hospital, Professor Andrew Scott, who is also an ANSTO board member, can be the
recipient of nearly $2 million worth of ANSTO capital without an open grant process?

Dr Paterson—ANSTO is not a granting agency. It is a national research facility which
partnersright across Australia in different relati onships.

Senator HEFFERNAN—So do you cover off the conflict-of-interest thing somehow?

Dr Pater son—Absolutely. The conflict-of-interest matter is always raised at every board
meeting and there is an opportunity for members of the board to participate or not to

participate in certain aspects—
Senator HEFFERNAN—So in the case of Austin Hospital, what did Professor Scott say
and do?

Dr Pater son—I do not think he said or did anything.

Senator HEFFERNAN—Can you take that on notice. | will put al of these on notice
anyhow. | have questions on the national medical cyclotron, but | will go to the OPAL reactor.
Can you confirm that the original budget for the reactor was $300 million?

Mr Mclntosh—In 1997 dollars it was $286.4 million.
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Senator HEFFERNAN—Near enough. What is the cost, including rectification, to this
point?

Mr M clntosh—There was some additional money granted in the budget in 2002 or 2003
for security costs consequent upon September 11. That $286.4 million was also inflated over
the years and the cost of the reactor has been within that inflated—

Senator HEFFERNAN—So how much isit? Isit $400 million?
Mr M clntosh—In current dollars? We will have to take that on notice.

Senator HEFFERNAN—Thanks. You will probably take a good few of these on notice. |
am actually only qualified in wool classing and welding. It was an adventurous wel d—

Senator CAM ERON—Welding?

Senator HEFFERNAN—Yes.

Senator CAM ERON—Oh, yeah?

Senator HEFFERNAN—What do you mean?

Senator CAM ERON—You know what | mean.

Senator HEFFERNAN—I have been to tech, mate; you have not.
Senator CAM ERON—You went to tech; | did an apprenticeship.
Senator HEFFERNAN—Just because you cannot weld—
Senator CAM ERON—-Heffernan the welder!

Senator HEFFERNAN—Go to Junee and find out for yourself, mate. The cause of the
leak of the light water into the heavy water was welding that destroyed a seal; correct?

Dr Paterson—No. It was a defect caused by a phenomenon called delayed hydride
cracking, which resulted in cracks opening up in the weld itself.

Senator HEFFERNAN—It was an adventurous weld. It was a weld that was taken as a
precaution but it was not technically the right thing to do.

Dr Paterson—I think all of the design reviews showed that the welding was indeed the
correct procedure.

Senator HEFFERNAN—Did they X-ray it when they did it?
Dr Pater son—They did postwel ding inspections.

Senator HEFFERNAN—Did they X-ray it as soon as they had finished it? You may know
that if you are doing a gas pipeline you X-ray every weld as you do it.

Dr Paterson—I| would be very happy to brief you in detail on these matters and the
background to them, but | am not certain | can explain all the details of the processes.

Senator HEFFERNAN—I will put all the questions of atechnical nature on notice.
Dr Pater son—Thank you. We will take them on notice.

Senator HEFFERNAN—One of the strongest arguments for OPAL was the production of
mo-99. Isthat correct?
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Dr Pater son—Correct.
Senator HEFFERNAN—Have you produced any yet?

Dr Pater son—We have produced significant quantiti es. We have been essentially supplying
the Australian regquirement, while OPAL is operational, since about September last year. We
have had some processing problems in the moly plant, which is separate to the OPAL reactor,
but the OPAL reactor is a very successful irradiation device for the molybdenum-99 targets
and is meeting all of its requirements to specification.

Senator HEFFERNAN—So what are we importing from your homeland, South Africa?

Dr Pater son—We import moly-99 from South Africa when OPAL is shut down. These are
fill-in imports that are used widely around the world to supply, and during the time that we
were qualifying the plant we had backup imports to ensure that we would not disadvantage the
Australian healthcare system.

Senator HEFFERNAN—Would it be unfair to say that the reactor is not reliable in
producing mo-99?

Dr Pater son—It would be very unfair, Senator.
Senator HEFFERNAN—I will put the rest of my questions on notice.

Senator EGGLESTON—What progress has occurred in the creation of a nuclear waste
repository at Muckaty Station?
Senator Carr—It isthe wrong department to ask that question of, | am afraid, Senator.

Senator EGGLESTON—My apologies. | thought it was this department. Which would be
the correct department?

Senator Carr—Resources, Energy and Tourism.

Senator EGGLESTON—I see. It was given to me as being under this. | have heard there
were certain problems associated with the devel opment of that.

Senator Carr—Perhaps you could address your question to those officers today.
Senator EGGLESTON—I will do that. We were told to come here.

Senator LUDL AM—I would like to follow up some of the questions that Senator Colbeck
was asking about the funding in the budget for an interim waste building or facility on site at
Lucas Heights. Can you go through exactly what it is intended that that contain and for what
interim period.

Dr Pater son—Basically, prudent planning would suggest that to meet the time scales that
are currently embedded in the return of the spent fuel we have to envisage the possibility that
the national above-ground storage facility for the intermediate-level waste will not be ready. In
such a situation the logical place to return the spent fuel would be Lucas Heights, and a small
storage facility that would be dedicated to that purpose would be required to be built.

Senator LUDL AM—When you say ‘small’, what are you talking about? How large would
it be?

Dr Pater son—It would be of the order of the size of this room.
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Senator LUDL AM—I suppose that is similar in scope to what it is proposed be built in the
Northern Territory.

Dr Pater son—We are not directly involved in the planning of that facility, so | cannot
answer that question.

Senator LUDL AM—OKay, fine. The last time | spoke to the officers they told us that there
was the potential to station a counterterrorism unit at the sitein the Territory, but they were not
sure whether the categories of waste that they would be receiving would require them to do
that. | thought that was odd because you folk have had this waste well categorised for years
and years. Can you shed some light on that?

Mr Mclntosh—As part of the licence, whoever applies for the licence to operate the
facility will haveto put forward a security plan.

Senator LUDL AM—Do you have counterterrorism officers or troops stationed at ANSTO?
Mr M cl ntosh—We do not have counterterrorism troops stationed at ANSTO.

Senator LUDLAM—You do not, but | figure that in Sydney you have closer access to
specialised folk like that than they would have up in the NT. Can we talk a bit more about the
interim building. Presumably the government would prefer that this material come back
through Darwin and be taken straight to the Territory, but are you working on interim
contingency planning for the material to come back through Sydney and rest at L ucas Heights
for aperiod of time?

Dr Pater son—We have not begun any detailed planning. The conceptual planning is under
discussion with our board, and | regularly brief them on that.

Senator LUDL AM—OKkay, but you have requested a budget for it, so there must have been
some work that has been done or you would not know how much to ask for.

Dr Pater son—As | indicated, conceptual design work on the facility allowed us to make an
estimate of what it would take to build it.

Senator LUDLAM—I am interested, obviously, that the government has been saying, ‘It
can't go to Sydney; it hasto go to the Territory.” Will it be safein Sydney?

Dr Paterson—I think that nuclear waste is best stored in national facilities, and those
national facilities need to be provided on a national basisto all users of nuclear materials. My
belief is that it is not usually appropriate to return spent fuel to research reactor sites. It would
be more appropriate to deploy it in a site that is properly located and run on a national basis.
However, prudence suggests that if the timescales cannot be met, in order to meet our
obligations to other countries we can envisage atemporary storage facility on the ANSTO site,
and it would, indeed, be safe.

Senator LUDLAM—Can you describe to us, as much as you are able, in what form that
reprocessed material will return to Australia. What does it look like? It is not in 44-gallon
drums, isit? It would be something else.

Dr Pater son—Chair, with your indulgence | will invite our expert to speak on this.

Mr Dimitrovski—We have a specially designed cask. They weigh about 112 tonnes each.
They are highly shielded casks. They follow the transport code. They will be shipped and
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stored in afacility asthey are. So the waste is coming back from two places. That is, in France
it will bein large 112-tonne shiel ded casks with the vitrified waste in there. There are canisters
placed in baskets inside the casks. It is up for discussion now whether waste from Dounreay
will bein cement or vitrified waste. That is still under negotiation.

Senator LUDLAM—I think we have just about run the clock down. Finaly, my
understanding—you mentioned the word ‘store’ before—is that the reprocessed waste is not
heading to the Northern Territory for final disposal but for interim storage while we think
about what to do with the material. Isthat correct?

Dr Paterson—That is correct.

Senator LUDLAM—As afollow-up to a question that Senator Heffernan raised before, my
understanding is that your weld testing was done using ultrasonics and that it was not X-rayed
at all. | think we covered some of this terrain last year, or maybe the time before last. If you
could confirm, for both of us, that they were not actually X-rayed, | would appreciate that.

Dr Pater son—We will take that on notice and provide the reasoning for the post-weld
inspection procedures and what they revealed.

Proceedings suspended from 9.58 am to 10.14 am
Commonwealth Scientific and Industrial Research Organisation
CHAIR—Welcome to the CSIRO. Dr Clark, would you like to make an opening statement?

Dr Clark—I would, Chair. As you know, our people strive every day to make a difference
on the things that matter to this nation and the globe. | want to just update you on a couple of
the things that our people have done since we last came together. First of all, together with
Déelfin-Lend Lease and the Henley Property Group, we launched the first zero emissions home
for Augtralia. That will really alow, for the general mass market of Australian homes, a
completely new design.

Secondly, our astronomers have hooked up the first radio telescope in Western Australia, the
first antenna, with our radio antennas in Parkes, Narrabri and Coonabarabran, with an antenna
in New Zealand. This has really created a completely new telescope array which has 10 times
the resol ution of the Hubbl e tel escope.

Our prawn researchers, working with industry, have successfully, for the very first time,
closed the breeding loop for pawns. This means that for the first time that industry can have a
sustai nable future. Not only have they done that, but we have seen yield increases of two times
and in some cases three times traditional yields in the ponds. That is both national and world
record yields.

Lastly, we have joined up with Deakin University and the Victorian Centre for Advanced
Materials Manufacturing to create one of the world's largest centres in carbon fibre research.

Thiswill produce new products for the biomedical, for the defence and for the manufacturing
industries.

CHAIR—Thank you for that rundown of some of the new CSIRO initiatives.
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Senator COLBECK—Can | go, firstly, to the closure of the Limestone Avenue head office
and your environmental research site at Gungahlin Homestead in Canberra. Can you give us
the reasons for the closure of those two facilities?

Dr Clark—Thaose properties were sold off some time ago. They are leased properties. We
are currently consolidating under our property at Black M ountain.

Senator COLBECK—So that is at the entomology division?

Dr Clark—Our entomology division is housed at many of our sites. A large part of our
entomology is already at Black Mountain. We do have other representations of the division at
other sites around Australia.

Senator COLBECK—What will be the employment impacts of the merger?

Dr Clark—The purpose of the merger isto create both national and global scale in that area
of sustainable environment. We are looking to bring the researchers together. We do not expect
to see any reduction in our research effort. There may be some administration areas that are
overlapped, but essentially it is bringing together the scale of both of those groups to produce
something that is now at a global scale in the very important areas of ecology, biology, our
environmental work and our work on insects. That, of course, is extremely important to our
work on biodiversity, sustainable agriculture, ecology and the environment.

Senator COLBECK —So you see no impact on research effort but potentially some i mpact
on administration.

Dr Clark—We will actually see an improvement in our research effort. That is why we are
bringing this together. We have had a long-term approach, to build both national and global
scale critical massin our critical areas of capability. This is the reason behind that. It is really
to build our critical mass and to make this kind of capability available to our flagships in the
various areas. So the rationale behind it is a strategic one. It is not a rationale of headcount in
any way. It is actually looking to augment our research effort and bring those teams together.

Senator COLBECK —I understand that, but can you give me any sense of the employment
implications of the decision, from either side of the equation? If | hear you right, you have said
that there will be no impact at the research level. | am just wanting to get a sense of the
employment implications of the decision.

Dr Clark—As | mentioned, we are not expecting to see any implications in terms of
reduction of effort with this merger at all.

Senator COLBECK —You have mentioned that it is something you have been planning for
aperiod of time as an approach. How does that relate to the criticisms from the staff of lack of
consultation with the decision-making process?

Dr Clark—Certainly this has been an ongoing trend not recently but over many years—in
fact over many decades, so it is something that is quite ongoing. It is quite important of course,
in a globe where we are seeing a lot of competition and a lot of fast moving in these areas, to
make sure that we do have that kind critical mass, so we have had an ongoing program over
many decades to do that. And of course it is very important to make sure we have clarity on
that, and now our staff are working together on the merger and the details of that, so are fully
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engaged now on the details of how that will work, underneath the direction of one of our most
esteemed leadersin Mark Lonsdale.

Senator COLBECK—So they effectively should have seen it coming because it is a
process that has been going on for a period of time? The criticism that the staff have made
about lack of consultation really doesn’t matter in that context because they should have seen
it coming? You have no response to that?

Dr Clark—I just was not sure what your question was.

Senator COLBECK—The staff have made criticism of the fact that there was no
consultation in this particular move. Your comment implies to me—and if | am wrong, | am
wrong: tell me—that because there has been an ongoing approach—

Senator Carr—Senator, | think we should be clear about the process here. The decision to
sdll the facilities on Limestone Avenue was taken under your government.

Senator COLBECK—I am not questioning that.
Senator Carr—Just be clear about this: the decision to sell—
Senator COLBECK—I amjust asking about the consultation on the decision.

Senator Carr—Hang on. The decision to sell those facilities was the previous
government’s.

Senator COLBECK —There has been criticism in the media by the staff. | am asking Dr
Clark to respond to that.

CHAIR—Senator Colbeck, could you just wait a moment.

Senator BERNARDI—Chair, you just interrupted Senator Colbeck while he was asking a
question.

CHAIR—I have not said anything yet. | just want two people to stop talking over each
other. | have not aid anything further than that. | have just asked for alittle order. Is that okay
with you?

Senator BERNARDI—If there is order. But you should have intervened and stopped the
minister from interfering over Senator Colbeck.

CHAIR—Senator Bernardi, if | need your assistance with the chairing | will ask you.

Senator BERNARDI—You clearly do. | amjust trying to assist.

CHAIR—Have you quite finished? Can we get along with the questioning?

Senator BERNARDI—If you want order, | am happy for Senator Colbeck.

CHAIR—Minister.

Senator Carr—The decision to sell the facilities was taken under the previous government
and there has been a process of consolidation of units and divisions within the CSIRO now for
some time. On the physical facilities at Limestone Avenue, | recall a long discussion with
officers of the CSIRO when | was sitting on your side of the table, Senator. The process of
consolidation of the organisational structure of the CSIRO is a longstanding position that has
been taken in which the union has been intimately involved. In the case of the merger of the
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sustai nable ecosystems divisions and entomol ogy divisions that was announced on 6 April, my
understanding is there were consultations with the unions about this matter. There was always
going to be a subjective debate about the level of consultation: is it enough, is it too much?
These are arguments that will go backwards and forwards. But there should be no question
about the nature of the dial ogue that has gone on for many, many years around these issues.

Senator COLBECK—Thank you for the history lesson, but—
Senator Carr—Itisjust useful to get a sense of perspective on this.

Senator COLBECK—That is fine. | said thank you. But there obviously was some
surprise within the organi sation when the announcement was made—

Senator Carr—There was a report in the Canberra Times, which is not a reliable source of
information on this question.

Senator COLBECK —You have made the point on the public record. Let us go to the
CSIRO Staff Association, which said:

This merger is going to further entrench a culture clash between management and scientists, by creating
amassive top-heavy bureaucracy.

You might want to comment on the reliability or otherwise of the staff association, Senator, but
I will ask Dr Clark to comment on that.

Senator Carr—I will comment on it. The union of course is going to make comments
about this. | have never known a union that—

Senator COL BECK —Recognising that Dr Clark has said that they are now engaged, | am
just trying to get a sense of the consultation in the lead-up to the announcement. That is all |
am trying to do. It is not necessarily all that complicated, Senator Carr.

Dr Clark—I am very happy to do that. This of courseis consistent with our stated strategy.
Also, in March 2009, we set our broad direction setting. We also flagged this direction in that
process, so the announcement was completely consistent with our strategy and the previoudy
announced strategy for over 12 months. Following the announcement, it is very important that
staff are fully engaged now in the implementation process and the decision making that will
need to happen to make sure that all of those things are covered. It was certainly flagged well
and truly in advance and is very consistent with our stated strategy.

Senator COLBECK —How do you respond to the assertion by the staff association about
the balance of the organisation?

Dr Clark—Certainly as we look to bring our critical mass and our capability together there
are opportunities to reduce the management bureaucracy there and make it simpler, so we
would certainly see that as consistent with the feedback—and very constructive feedback—we
have had from the staff association.

Senator COLBECK —That was the point | was trying to get at earlier—perhaps it is just
my questions—in respect of the staffing implications of the merger from both a research and a
management perspective. Now you are indicating that there may be some staff savings, and |
am trying to get a sense of the quantum of that.
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Dr Clark—I am just saying, in terms of having groups separated, that when these groups
need to work together obviously there are a lot of synergies. As | have mentioned, we are
certainly not expecting any reduction of effort through the merger.

Senator COLBECK—From either a management perspective or a research perspective?

Dr Clark—Certainly | can confirm that there are no changes in our research. In fact, we
would expect an increased research effort. | would be very happy, once we have concluded the
details of the merger, which will be some time, to bring back the details of any synergies et
cetera that we have achieved. At this point it is too premature to clarify those because clearly
we need to go through quite a major consultation stage in that process.

Senator COLBECK —So the consultation with the staff has now effectively commenced
post the official announcement?

Dr Clark—Exactly.

Senator COLBECK—AnNd, during the process of that, you are suggesting that the research
is effectively quarantined—or you are not expecting to see any reduction in research effort.
Issues in and around management will be looked at and considered and the impacts will be
determined as part of the consultation process going ahead on the details of the merger?

Dr Clark—Consistent with our approach always to look at efficient management of the
organisation, we would certainly always explore those opportunities, as we do throughout our
operations.

Senator Carr—Senator Colbeck, | must say that | am gratified to hear that the coalition has
now discovered the role of unions in consultation within government agencies. | look forward
to this being announced as part of your €l ection commitment on an ongoing basis.

Senator COLBECK—Thanks, Senator Carr. | will not go to your comments in the
Canberra Times, Senator Carr, where you—

Senator Carr—No, | would love you to! | would love you to, because | am still waiting for
the Canberra Times to correct the report.

Senator COLBECK—Redlly?
Senator Carr—I amlooking forward to it.
Senator CAM ERON—I might have to ask you about them then.

Senator COLBECK —Senator Cameron can ask you a few dorothy dixers later, as has
become his practice to utilise time.

CHAIR—Senator Colbeck, Senator McGauran has questions.

Senator COLBECK—Do you want to talk about this issue specifically?
Senator McGAURAN—NGot the outrageous staff cuts, no.

Senator CAM ERON—That isyour staff cuts, isit?

Senator COLBECK—How many staff within the organisation are working on climate-
specific project issues at the moment?
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Dr Clark—In terms of our total investments in the environment area this year, we now
have $229 million invested in that, an increase of some $10 million. We have increased our
allocation to both the climate and the water space. Today with us | have Dr Andrew Johnson,
who heads that particular group, who can answer any detailed questions that you have on any
breakdown that you would require in the climate space.

Senator COLBECK—So that is $229 million?
Dr Clark—Yes, in thetotal Environment Group.
Senator COLBECK—How does that relate to staffing?

Dr Clark—I will just call Andrew Johnson, who has that detail. Actually, | would prefer to
take that on notice. We do not have the numbers right at hand, unfortunately.

Senator COLBECK—OKkay. Has that unit taken on any work that has come out of Land
and Water Australia?

Dr Clark—No.

Senator COLBECK—OKkay, no projects out of Land and Water Australia. Has the nature
of the work that the unit is doing changed because of the government’s decision to shelve the
introduction of the ETS?

Dr Clark—No, it has not.

Senator COLBECK—No change in any project focus at all. Can we confirm that the
CSIRO isa sponsor of the Women in Climate Change national forum series?

Dr Clark—Could you repeat that?

Senator COL BECK—The Women in Climate Change national forum series.

Dr Clark—I am certainly not aware of that, but we would be happy to take that on notice.
Senator COLBECK—Did the CSIRO contribute financially to the series?

Dr Clark—As | have just mentioned, not to my knowledge or the knowledge of my
officers, but | am happy to take that on notice and provide any further detail.

Senator COLBECK —Can you tell me what process you follow when you are considering
whether or not to sponsor a particular event?

Mr Whelan—Typically the issue of sponsorship involves consideration of the alignment of
potential stakeholder audiences with the CSIRO research program and also whether there
would be value for money associated with the sponsorship and whether there would be CSIRO
scientists or researchers associated with the program.

Senator COLBECK —Do you have a panel that considers those things, or is it done at an
individual unit level?

Mr Whelan—Those decisions typically are taken at an individual business unit level.

Senator COLBECK —A copy of the brochure for that particular forum indicates that you
were sponsors. You might have to take this on notice, but could you indicate how much was
invested in that particular event?
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Mr Whelan—Yes. As Dr Clark has indicated, we will take that the question on notice and
we will provide you with advice on whether there was sponsorship and what the value of it
was.

Senator COLBECK—Thanks. | want to go to the document Sate of the climate, the
snapshot. Isthat aregular publication? |s that something that is done on aregular basis?

Dr Clark—We certainly put out a number of reports and joint reports with the Bureau of
Meteorol ogy, but that particular report was the first instance of us jointly putting out a state-of-
the-nation report. We have certainly had feedback that suggests we should make this a regular
report to the nation, and we are considering that.

Senator COL BECK—Where would that feedback have come from?

Dr Clark—Fallowing the release of the Sate of the climate report, we had considerable
feedback from many of the communities that it was wel comed.

Senator COLBECK —I understand that you might have done that; that is fine. | am talking
about the decision to instigate the publication in the first place. What was the process for
instigating the Sate of the climate document in the first place?

Dr Clark—There was certainly interest in making sure that the facts of what was
happening in this country were available to Australians. There was obvioudly alot of work that
we have that looks forward, but it was particularly important to present the information that
was on hand at the five-decade level in a way that was clear, across a number of areas such as
temperature, rainfall et cetera. There was no attempt to look at the forward models or to ook
at what might be or what could be. It was simply a statement from both the CSIRO and the
Bureau of Meteorology of the research that we have been jointly undertaking and of the
observations made by the bureau in these particular areas. It was simply a statement of fact of
what we have been seeing.

Senator COLBECK—So it is a snapshot in time, effectively. Isthat what you are saying?

Dr Clark—It looks at the decadal trends and, as you know, there is a lot of information
around—global data—that is available to the public. But there was very little aggregation of
information that was relevant just to Australia, and we felt there was a desire for that.
Consistent with our role and the bureau’s role to provide information to the Australian public,
the report was released and, as | said, we are looking at a regular release of this type of report
from the two organisations.

Senator COLBECK—You made a comment about not attempting to do detailed
modelling. You made a comment about modelling in your previous answer, which led me to
the question about a snapshot in time. Could you expand on that for me, please. | just want to
get asense of wherethat is at.

Dr Clark—Not a problem. We were | ooking to demonstrate what Australia has experienced
over the last 50 years—for example, in the temperature.

Senator COLBECK—So you are not looking to be projecting that far out, as far as this
document is concerned?
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Dr Clark—No. As | said, it is really just a statement of what has happened and it was
simply to inform the debate on the facts of what we have seen—not what we might see or
could see, but what we have seen. We fdlt there was a thirst for that kind of information,
particularly with the Bureau of Meteorology’s temperature information.

Senator COLBECK—What are the primary sources of the data that you have used in the
document?

Dr Clark—The Bureau of Meteorology has some of the best records of temperature across
the world. We also looked at the record highs and record lows shown over each decade. Every
decade from 1960 through to our current decade has broken the records of the previous
decade, and on average we have seen fewer cold days—really cold days—every decade. The
rainfall data, of course, is sourced from the Bureau of Meteorology, showing the trends of a
relatively steady, dight increase in rainfall over the past 50 years but showing major changes
in where that rainfall is occurring. The sealevel data is sourced from the CSIRO, showing the
changes of sea level, and we reported the difference in sea level changes in different parts of
the country. We also |ooked at the mean sea-surface temperature, which was sourced from the
Bureau of Meteorology, and the atmaospheric carbon and methane as well as the carbon dioxide
measured at Cape Grim, which is a joint facility between CSIRO and the Bureau of
Meteorol ogy.

Senator COLBECK—What is your reaction to the discussion in relation to criticism of
Australia’'s temperature records particularly because of the changes of methodology of
capturing those records over time?

Dr Clark—Sorry, Senator, | did not hear.

Senator COLBECK—Given the criticisms over the changes in methodology of capturing
those records, particularly from changing to automatic weather stations in alot of cases where
there used to be individual personal stations and closures of lighthouses, for example, and the
locational issues that come out around that, can you give us a sense of that? You talk about the
fact that we have got a very long history, but there is some criticism and | would just like to
get your analysis of that.

Dr Clark—Sorry, Senator, | did not mean to turn around while you were speaking. As |
mentioned, the temperature data is sourced from the Bureau of Meteorology. | understand the
Bureau of Meteorology has addressed those questions. It is a very significant and robust set of
temperature data but—

Senator COLBECK—There is some debate about that adjustment in the scientific
community, isn't there?

Senator CAMERON—Lord Monkton | thinkitis.

Senator COLBECK—Actually that is not where it comes from and frankly | am not

interested in one side of the debate. | am just trying to get a sense from another scientific
organisation as to an assessment of that process. That isall | amtrying to do.

Dr Clark—You are absolutely right, there is obvioudly considerable debate in this area. As
we reported in the Sate of the climate report, we simply report the data that is available and
the Bureau of Meteorology’s data. It is simply the factual records that we have.
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Senator COLBECK—So it is based on the documentation you have been provided by that
agency and you make no judgement about that?

Dr Clark—That is right.

Senator McGAURAN—Why then did you, when you had the available data, not put the
methane levels beyond 1990 in the report?

Dr Clark—If you go to the graph, the methane levels are reported up to 2009. It goes all
the way back as far as we can go from ice cores et cetera right through to 2009. In the original
report you will notice there were no axis marks on the bottom and given that it was over such a
long time we certainly got feedback that it would have been clearer if we had included the axis
marks, which would clearly show that both of those data were included right up to 2009. We
have now done that and in fact both the methane and CO2 data went right through to 2009 on
that original graph.

Senator McGAURAN—BLUL that was the criticism. You initially published this report that
we were all meant to rely upon and left out a crucial element, an important graph. The
criticism was that you stopped it in 1990 because you wanted your result in regard to methane
levels and then you had to republish it, if you like. You could not even get it right the first
time. That is the criticism towards you.

Dr Clark—Let me correct you. The original graph had the data right up to 2009 so that
assertion was incorrect.

Senator COLBECK —That does lead me to the question | was going to ask about that.
Effectively the adjustment to the document was to include the axis?

Dr Clark—No. We did not have the little marks on the axis showing exactly where 1990
and 2009 were. | thought it was a good observation that that would certainly make the graph
clearer.

Senator COL BECK —Effectively the scale was not included on the graph?

Dr Clark—The numbers were included but the tick marks were not on the graph. It
certainly was a clearer graph by adding that, which is what we have done. We made it
perfectly clear that the data was included right up to 2009. It certainly clarified that point.

Senator COLBECK —That was an important clarification to demonstrate the divergence
between methane growth and CO2 growth, which was the point of the criticism in the first
place. Isthat correct?

Dr Clark—I think the feedback to us was that it could have been clearer. Whilst the
information on the graph is identical, we have certainly made it clearer and we thought the
feedback was appropriate.

Senator CARR—Can | draw your attention to a letter in the Australian this morning that
responds to the claims that were made by Terry McCrann—

Senator COLBECK —You have told us many times in question time that the Australian is
not reliable. Are you going to rely on it today?

ECONOMICS



Monday, 31 May 2010 Senate E 31

Senator Carr—I have often commented upon the accuracy of the Australian; that is true.
On this occasion | am quoting a letter from Dr Clark, who | do know is very reliable. So |
suggest you read the letter in today’s paper.

Senator COLBECK—So the editorials are not reliable but the letters to the editor are.
Senator Carr—The editorials certainly are not reliable.

Senator COLBECK—I am pleased we got that on the record.

Senator Carr—It might help clarify thisissue. Would you like me to table the | etter?

Senator McGAURAN—I get the Australian everyday religiously. | suggest you should
too.

CHAIR—Thank you, Minister, please table the | etter.
Senator Carr—That is a good suggestion, Senator McGauran.

Senator COLBECK—Have you issued an erratum to clarify that? Is there something that
clarifies the fact that you have modified the document since it was published?

Dr Clark—The data, of course, was exactly the same. But we have clarified the access
points on the graph. We also have provided feedback to Quadrant Online, who provided the
feedback to usin the first place. We have notified them that we have done that. So we have
certainly clarified that.

Senator COLBECK—Who instigated the current housing and sea level rise survey being
conducted?

Dr Clark—As part of our climate adaptation flagship we are looking at public attitudes to
that.

Senator COLBECK—Who has instigated it? How was it instigated? What was the process
for that?

Dr Clark—OQur CSIRO flagship.

Senator COLBECK —What isthe staffing allocation to it.

Dr Clark—I will have to take that on notice. | am happy to provideit.

Senator COLBECK—When isthe final document—the project—due for completion?

Dr Clark—I will take that on notice.

Senator COLBECK—What can you tell us about the project? You cannot tell us how

many staff, how much it is going to cost or when it is going to be completed. What are the
terms of reference for it?

Dr Johnson—The project is part of a portfolio of research that is undertaken in our climate
adaptation national research flagship. | apologise we cannot give you the details. As you can
imagine, there are literally hundreds of projects going on in CSIRO but, as Dr Clark indicated,
we will take the specifics on notice. My understanding of the project isthat it is engaged in a
consultation with local communities about their attitudes to sea level rise and the risk
associated with that. That is useful for our research in terms of informing future adaptation
strategies under scenarios of inundation as a consequence of sealevel rise.
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Senator COLBECK—Do you know who the partnersin the project are?

Dr Johnson—I know who the project leader is. | do not have the specific details that you
are after for the particular project. As | have indicated, there are literally hundreds, if not
thousands, of projects going on inside the environment portfolio at any one time. | am happy
to take that on notice.

Senator COLBECK—Senator Eggleston may have some more detail but my
understanding is that a number of the states have different projections for sea level rise. Is that
something that the project will look at and try to clarify?

Dr Johnson—No, not to my knowledge.

Senator McGAURAN—We have a Prime Minister who said that over 250 houses were
going to be flooded.

CHAIR—Senator McGauran, | have you on the list. Senator Colbeck, have you finished?

Senator COLBECK—I am trying to get the sense of a fairly significant project. We have
some information that indicates that the states have varying projections for sea level rise. | just
want to know how that is consolidated, and what the basis for the project is.

Dr Johnson—As Dr Clark indicated, we have made our position very clear on sea level
rises through the Sate of the climate snapshot report. | am not aware in detail of whether there
are differences.

Senator COLBECK —I thought the Sate of the climate snapshot report was talking about
a snapshot in time, not necessarily models and projections.

Dr Johnson—We madeit very clear what the observations of the sea level rise are, Senator.

Dr Clark—You are absolutely right—we do see different sea leve rises in different aresas,
as we reported in the snapshot—seven to 10 millimetres per year in the north and west but
only 1.5 to four millimetres in the south and east. That is not immediately intuitive—certainly
you would think that the sea levels would simply equilibrate instantly around the world, and
that is actually not the case.

Senator COLBECK—I understand they do not.

Dr Clark—Also there is different equilibration from the Northern and Southern
Hemispheres. So, in terms of the observations, we have seen different rises in different areas
aswell.

Senator COLBECK—In terms of the snapshot, where does that sit with respect to
projections? Dr Johnson was talking about projections. My understanding from you, Dr Clark,
was that we were not talking about projections—we were talking about a snapshot in time. |
just want to get a sense of where we sit with those two.

Dr Clark—On your question for Dr Johnson, which area would you like to delve into?

Senator COLBECK —It is probably more a question for you, Dr Clark. | am trying to get a
sense of whether we are talking about projections in the snapshot section. | noticed that there
is a heading that says ‘ Australia will be hotter in coming decades’ as a general statement, and
that section gives some detail in respect of that as far as projection is concerned. | am just
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trying to get clarification. Let us go to something else. What is the cycle that you are going to
put this document out over?

Dr Clark—We are actually discussing that. Just going back to your original point, in the
snapshot it talks about the sea level rises that have occurred, not the projections, and the
temperature data given is of the temperature changes that have occurred, not the projections.
Whilst of course we undertake modelling, the snapshot shows what has actually happened and
the measurements that we have taken in the past. In that document they are not projections.

Senator COLBECK—Under item 5 it says:
Australian average temperatures are projected to rise by 0.6 to 1.5 °C by 2030.

Dr Clark—Yes. Under the final part of the ‘What this means section, we include some
information on the projections | was referring to.

Senator COLBECK—How often do you do intend to publish this now that you have had
the feedback you have had?

Dr Clark—We have not finalised that with the bureau, but certainly there is an appetite for
us to publish this regularly. | will be able to confirm at our next hearing our agreements on
whenwewill do that.

Senator COLBECK—That isfine.

Senator PRATT—I aso wanted to ask about the Sate of the climate snapshot—in
particular, the implications of that report for Western Australia. | note that the snapshot found
that about half of the observed reduction in winter rainfall in south-west Western Australia can
be explained by higher greenhouse gas levels. | wanted to know the implications of the
snapshot for planning an adaptation for climate change, particularly in Western Australia’'s
south-west.

Dr Clark—Certainly. Dr Johnson's group covers both climate adaptation as well as water
resources in the south-western part of Western Australia. Both of those questions—

Senator PRATT—I beg your pardon. Chair, | cannot hear the witness because of the
conversation going on next to me.

CHAIR—Sorry. Please continue, Dr Clark.

Dr Clark—As | mentioned, Dr Johnson's group covers both climate adaptation and
sustainable yields in terms of water resources for the south-west part of Western Australia, and
| am sure he would be comfortable to provide any further detail you require.

Dr Johnson—Thank you, Dr Clark. Senator, you are correct—there are significant
implications for the state of Western Australia. As Dr Clark indicated, they span across a range
of sections—water, land use, biodiversity and infrastructure. We have not published, to the
best of my knowledge, any specific studies on those issues, with the exception of water, and |
would be happy to provide you with that information if you would like.

Senator PRAT T—Is that the study of water as part of the flagship’s research?

Dr Johnson—Yes. It was the sustainable yields assessment that was done as part of the
Water for a Healthy Country Flagship national research program.
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Senator PRATT—So the implications of looking at climate change and greenhouse gas
levels have been incorporated into that flagship's work?

Dr Johnson—That is correct. The study, like the other sustainable use studies, looked at a
range of different land use scenarios and climate scenarios as part of its assessment of the
likely future availability of water in south-west Western Australia.

Senator PRATT—What are the particular implications for agriculture in south-west WA? |
suppose, having observed these debates over some years now, it does seem that we are slowly
coming to grips with being able to trandate climate change information into information that
enables us to make decisions at a community level.

Dr Johnson—Ohbvioudly, if the drying trend and the trend for increasing temperature
increase, that will have significant implications for agriculture. As part of the flagship, we are
working very closely with the Western Australian government and farming communities to
develop adaptation responses for the agricultural sector in Western Australia. They are quite
extensive. | would be happy to provide that information to you if you would like.

Senator PRATT—YVYes, that would be terrific. Thank you very much.
CHAIR—Senator McGauran.

Senator M cGAURAN—I have one question on sea level issues and then | want to get on
to a few other matters. In the Sate of the climate report you mention that the change in sea
level is 1.5 to three centimetres. How are we to interpret that—with great concern, with
triviality, what?

Dr Clark—Let me just correct that fact there. It is 1.5 to three millimetres, Senator, not
centimetres.

Senator McGAURAN—Millimetres?
Dr Clark—Yes.

Senator McGAURAN—How is that to be interpreted? |s that a concern? Is that a climate
change concern?

Dr Clark—It is certainly important just to have those numbers and those facts and those
trends out there, | think, so that people can look at them and look at the differences that we are
seeing in different regions.

Senator McGAURAN—If anyone interpreted that with concern, 1.5 millimetres, then they
are beating up the whole climate change issue. Now, what | would like—

CHAIR—Thank you for your scientific opinion on that, Senator McGauran! Would you
like to ask another question?

Senator McGAURAN—Yes, well, that is how much sea levels have risen in the last
decade. What a joke. In relation to the staff cuts—which must have come as a great surprise
and shock to you because you have a minister next to you who boasts about his CSIRO—is
this the third budget in which CSIRO has faced cutsto its global budget?

Dr Clark—Let me correct you there. Our budget is actually projected to increase to
$1,183,000,000. That is an increase of $15.2 million. In addition to that, we also have our
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capital increases, some $81.6 million next year, which includes the capital for the ASCAP in
Western Australia, the telescope; for our replacement vessdl; for the Pawsey centre, whichis a
supercomputer in Western Australia; and for our phenomics, which is around our plant biology
areain Black Mountain, of around $1.7 million—

Senator McGAURAN—BUt you are facing what we believe to be 130 job cuts.

Dr Clark—We have, in our budget, |ooked at an average staffing level reduction of around
129. We are not expecting to see a mgjor change to our research effort. We will certainly
endeavour to maintain our research effort in our critical areas.

Senator PRATT—Why do you care when you don't believe in the science anyway?

Senator McGAURAN—CSIRO is all about manpower, and to cut 130 jobs is a serious cut
into their ability to research. In relation to bushfire research, first of al, are there any proposed
cutbacks in that area; and what research is being undertaken at the moment?

Dr Clark—In terms of covering some detail in our bushfire area, | would direct that
guestion to Dr Johnson.

Dr Johnson—Senator McGauran, we have an extensive engagement in providing research
around bushfires. It could probably be divided into five, maybe six, categories. We have an
extensive program of work describing, effectively, learnings from the past, and | would be
happy to supply you with more detailed information. For example, we have a groundbreaking
study on the survivability of cars trapped in firestorms, we have looked at a house
vulnerability assessment tool for assessing assets in bushfire prone areas and we have looked
at the robustness and the role played by residential centre systems and water storage tanks in
bushfire prone areas. We have also been working with colleagues in Victoria to develop
housing which is much more resistant to bushfires. We have just recently flame-tested a house
constructed from steel and featuring a non-flammable roof cavity. We have done extensive
work with the Country Fire Authority around fire tanker crew protection systems. We have
also worked extensively with the Bureau of Meteorology to improve our ability to forecast
dangerous bushfire weather.

Senator McGAURAN—ANd none of those extensive programs will be affected by these
staff cuts?

Dr Johnson—To the best of my knowledge, no.

Senator McGAURAN—What about fire detection research? What are you undertaking
there?

Dr Johnson—You would have to be more specific. Fire detection research in what regard?
Senator McGAURAN—Early warning.

Dr Johnson—I will have to take that question on notice. | am not aware of any, but that
does not mean to say we are not doing it.

Senator McGAURAN—Does anyone else know? No? Okay.

Senator COLBECK —I have a question about the building research. When is the stuff you
are doing in Victoria with fireproof roof spaces and things of that nature going to be
published?
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Dr Johnson—That work is currently being written up. It will feed into a process that relates
to the Australian Building Codes, which is administered by Standards Australia, so my
expectation is that the outcomes of that research will feed into a well-established and
sophisticated process for bringing new knowledge to bear on Australian building codes.

Senator COLBECK—I wasjust interested in when we might be able to get hold of it.

Dr Johnson—I would be happy to supply you with a summary of the work to date if you
areinterested init.

Senator COLBECK—Thank you.

Senator Carr—I would like to follow through on some of the outrageous claims that
Senator McGauran has been making. He started his questions with a series of false
accusations. | have heard no retractions whatsoever. What we have in this portfolio budget
statement is an increase in appropriation funding of 2.6 per cent, a five per cent increase in
external revenue, an increase of $21.4 million in investment in research and a 50 per cent
increase in expenditure on scientific equipment. Within that context there is prioritisation of
research activity. In the context of what is a very tough budgetary circumstance, | would have
thought you would be congratulating the CSIRO on the way they have managed these
circumstances.

Senator McGAURAN—MTr Johnson, | believe there is a program called FireWatch in
which CSIRO are working closely with an organisation for early fire detection. Can | get some
information on that and when the results of that study—

Dr Johnson—I would be happy to take that question on notice.

Senator McGAURAN—I would like an update on calicivirus. Where has it been released?
Will it also face research cutbacks? Minister, | noticed you said the overall budget had
increased 2.6 per cent.

Senator Carr—I| am waiting for you to congratulate the CSIRO on how they have
managed the budgetary situation.

Senator McGAURAN—I notice that is below the current inflation rate, so they arelosing.

Senator Carr—This is your chance. Come clean; congratulate CSIRO for what a good job
they have done.

CHAIR—I beieve we are in the middle of a question.

Dr Clark—It has been some time since we were doing active research on the calicivirus,
but | would be very comfortable taking that question on notice.

Senator McGAURAN—The program for the release of the calicivirus is still being
undertaken. Who undertakes that? It is the local state agriculture departments, | suspect.

Dr Clark—I will have to take that on notice. It is certainly not CSIRO. We will have to
provide you with the information about which state and relevant authorities are doing that.

Senator McGAURAN—The one thing about the CSIRO budget that has been watched
over the last three budgets and that has faced three consecutive budget cuts is the rural and
regional sector—the farm gate research. The minister turns his back. As much as the minister
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wants to rant and rave that a below-indexation level of increase in the latest budget is
something to boast about, | know that down on the ground at the farm gate the CSIRO not
only hasto a great degree lost its once shining reputation but is undertaking far less research. It
is extremely disappointing.

Dr Clark—Let me provide you with the information. Our investment in the agricultural
sector increased by $35 million this year—

Senator McGAURAN—BLUt it was cut $50 millionin the first budget.

Dr Clark—to a total of $315 million. As you know, | am on record being clear about the
strength we have in that sector and the importance of the work that we do for this nation in our
regional centres. Also of noteis that CSIRO is one of the only institutions in this country that
is in the top 10 in the world for three of its research areas. Plant and animal science is, of
course, directly relevant to that sector, as is our agricultural and environmental research. In
addition to that, we have seen an increase in support from the agricultural industry; our
external earnings increased in that area as well. It is a very important area for us, as you point
out, and it is one which we take very seriously and which is a very solid part of or foundation.
It is one in which we are moving into the future and continuing to provide the sorts of
innovations and developments that that sector needs to increase yields and manage the
challenges that we see at the moment.

Senator CAMERON—I want to follow on from Senator McGauran's questioning in
relation to the number of employees in CSIRO. What is the total number of employees in
CSIRO?

Dr Clark—Our total number of research employees is now at a decade high of 2,108. Our
total number of employeesis 6,698.

Senator CAM ERON—Does that total head count include the research?
Dr Clark—Yes, it does.
Senator CAM ERON—How many resignations do you have on an annual basis?

Dr Clark—Our staff turnover has fallen from 13.5 to 10.4, but our resignations have fallen
from 5.5 to alow of 3.8 per cent currently.

Senator CAMERON—Your resignations would include retirements, resignations and
people moving on for any reason?

Dr Clark—The total turnover that | quoted as reducing includes the retirement.
Resignations arein fact just resignations.

Senator CAMERON—So each year you have come down, but it is roughly 660 if you
equate that to your numbers?

Dr Clark—Yes. As | mentioned, those turnover rates are reducing. Of course, with
resignation rates now at 3.1, they are at significant lows for the organisation.

Senator CAMERON—Given that Senator McGauran says that a cut of 130 is a serious
cut, what are the implications for the CSIRO of a cut of 660 in one year and ancther 660 the
next year, consistent with the announcement by the Leader of the Opposition to have a two-
year freeze?
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Mr Whelan—If we were not able to fill vacancies, we would see a substantial reduction in
staffing. As Dr Clark indicated, we currently have 6,698 staff in head count terms. If that were
to reduce by 660 a year for the next two years we would see a reduction of 1,300 in head
count. Even though we have tried very hard over recent times, we would not be able to make
sure that our overhead areas would be sufficient. That is where the bulk of reductions have
happened in the organisation. It is hard to imagine that there would not be some implications
for research as a result of that.

Senator CAM ERON—Would you be able to fulfil your obligations under the act?

Mr Whelan—That is a difficult question to answer. The organisation’'s resourcing levels
have fluctuated over time and | am sure the management and the board have always sought to
strive to meet their obligations under the act. It would be a long bow and | really could not
comment on that.

Senator CAM ERON—What about being able to continue cutting-edge scientific research
for rural and regional areas? Would that have an effect there?

Mr Whelan—That is a hypothetical and it is difficult to forecast it, but the organisation
uses a prioritisation process for the allocation of its resources and, subject to the circumstances
applied at that time, we would seek to reduce resourcing to lower priority research. But | could
not comment on what that would be at this point in time.

Senator CAM ERON—How many graduates do you employ each year?

Mr Whelan—We do not have a graduate program per se, but the number of postdocs
employed in the organisation is currently 332 and the number of PhD students we sponsor is
629, so you might put approximately a thousand into that category.

Senator CAMERON—If there were a staff freeze, would there be an effect on the
contribution that you make?

Mr Whelan—We have been increasing the numbers in those categories over recent times.
In 2004, we had 259 post-docs and we now have 332. In 2004, we had 464 PhD students and
we now have 629. If there were to be a staffing freeze then clearly we would not be able to
continue to increase those numbers.

Senator CAMERON—I come to the correspondence in the Australian from Dr Clark
where she says:

CSIRO remains ranked in the top one per cent of world scientific institutions in 14 of 22 research fields

If you had these cutbacks, do you think you could maintain your ranking?

Mr Whelan—Again you are asking me to speculate on the implications of this particular
impact, and | am not in a position to do that.

Senator CAMERON—I continue on Dr Clark’s correspondence to the Australian. Thisis
in response to an article by Terry McCrann. Is Terry McCrann a scientist?

Dr Clark—I could not tell you that.
Senator CAM ERON—You are not aware of whether heis a scientist?
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Dr Clark—I could not tell you that.

Senator IAN MACDONALD—Madam Chair, a lot of us have serious questions for
CSIRO. On a point of order, CSIRO do not know what journalists backgrounds are, or they
should not. | have serious questions to ask. Please ask Senator Cameron to confine himself to
serious questions.

CHAIR—I am not sure that it is not a serious question, Senator Macdonald. We do put up
with a little lead-in approach to questions from a number of senators, so | will let Senator
Cameron continue with his line of questioning.

Senator CAM ERON—I have not seen Mr McCrann's critique, but | assumeit isin relation
to the Sate of the climate report. In the Sate of the climate report you indicate that according
tothe analysis you have done:

Australian will be hotter in coming decades ... Much of Australia will be drier in coming decades ... It
is very likely that human activities have caused most of the global warming observed since 1950 ...
Climate changeis ... redl.

Has anything been put to you this morning or since this report has come out that has changed
your view on those assessments?

Dr Clark—No.
Senator CAM ERON—So none of the criticism of the report has made you change your
scientific analysis?

Dr Clark—The report was simply a statement of the facts and that record is there and
published now.

Senator CAM ERON—Thank you.

Senator Carr—I think Senator McGauran wants to apologise. Perhaps we should allow
him time!

CHAIR—I don't think that actually was the tenor of the approach. Senator Eggleston has
the call at the moment.

Senator EGGL ESTON—I would like to change the subject alittle bit—
Senator CAM ERON—I"m sure you do!

Senator EGGLESTON—WEel, you know, we have to have some rationality, Senator! |
want to go to the SKA array in Western Australia, near Geraldton. | understand the Yamatji
Marlpa land council had made aland claim over the SKA review area. Is that the case?

Dr Clark—We are currently working with the Yamatji group on that.

Senator EGGLESTON—So there was a land claim, and there was a settlement, |
understand. But there has been some criticism about the terms of the settlement. That is what |
wanted to ask about. | refer to an article in the West Australian of 19 April, written by Paul
Murray. He said:

The Barnett Government will pay a group of Murchison Aboriginals about $10 million to drop their
native title objections to the CSIRO'’s Square Kilometre Array tel escope proj ect.

He also said:
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When the agreement was announced in November, the State Government, the CSIRO and the Geraldton-
based Yamatji Marlpa land council released no details of the payments, despite a clause saying nothing
should be treated as confidential.

| understand that the federal government report into native title payments last year criticised
the amount of secrecy attached to such agreements. | just wonder why it is that the CSIRO and
the government are not releasing details of this agreement.

Mr Whelan—It is not unusual for CSIRO not to broadcast every agreement it enters into.
We would sign many thousands of contracts and agreements on an annual basis. We do not
issue a press release or make a statement every time we sign one. There is no secret here. The
journalist who requested a copy of the agreement was provided with one. It is a matter on the
public record, so there was no secret or attempt to keep the agreement secret. The agreement
was arrived at in good faith and was made available, and can be made available to anybody
who would like a copy. There was no attempt to keep it secret.

Senator EGGLESTON—So you are saying that there was no inconsistency with the
federal government’s report into native title payments last year criticising the amount of
secrecy attached to | ndigenous agreements?

Mr Whelan—As you have just heard, Senator, there was no attempt to keep the agreement
secret—so, no, | do naot believe there would be any inconsistency.

Senator EGGLESTON—That is interesting, because a few people, such as mid-west
Aboriginal leader Sandy Davies, says the lack of accountability and, in effect, secrecy of the
trust under which this has been set up, is a matter of some concern. It seems that this has been
set up under atrust and that the details of the operations of the trust have been kept subject to a
secrecy clause. | find that a little bit hard to understand, given the government’s policy on not
keeping these agreements secret.

Mr Whelan—As | indicated, | do not believe the agreement has been kept secret. If you
would like a copy, | could make one available to you.

Senator EGGLESTON—That is fine, but it seems that it has been set up under atrust and
there is no obligation for the trust to make the details available to the local Indigenous people.
| find that very curious.

Mr Whelan—Just to clarify: | do not believe the CSIRO has created a trust. It may have
been that the other participants in the agreement created a trust, which would be a matter for
them to disclose. But, with respect to the Commonwesalth’'s dealings and CSIRO’s dealings
with those individuals, it is a matter of public record and the information is available to
anybody who asks.

Senator EGGLESTON—Very well. Perhaps to the minister: was the minister concerned
then if the actual mechanics of the operation of this grant as set up under a trust—

Senator Carr—Senator, what | am concerned about is that you are relying on unsound
press reports—

Senator EGGLESTON—if | might finish, Minister, with respect—is that there is a degree
of secrecy about it which | would have thought was inconsistent with your government’s
policy on these sorts of issues.
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Senator Carr—What | can advise you is that since you have asked me about the
government’s position there has never been any intention or any reason to keep the details of
the agreement secret. Upon request from the journalist, he was provided with the full text of
the Indigenous land use agreement which included full details of the benefit package
negotiated with the Wajarri Yamatji native title claimants. Now just because the journalist does
not report that, might | suggest that it does not necessarily justify you regurgitating inaccurate
and misleading information after the officers have advised you that that report is wrong.

Senator EGGLESTON—In fact we have to follow it through a little bit further to the
creation of of this Wajarri People's Trust—again quoting the journalist, | concede—which has
been set up to operate ‘at the sole discretion of Geraldton accountant Abul Shahid'. It would
seem to me—

Senator Carr—Thisis not our actual—

Senator EGGLESTON—It is, | think, with respect, the same matter, Senator. There is
secrecy about this because one particular person, a Wajarri elder, Victor Mourambine, has
complained about the fact that the operations of this trust are secret.

Senator Carr—Lots of people complain about lots of things; that does not necessarily
make them true. You have been advised by the officers, and | have advised you on the basis of
the advice that | have received, that the information was actually provided to the journalist
who chose, presumably, given that you are quoting from a report—

Senator EGGL ESTON—I am indeed—

Senator Carr—not to refer to that information that he has been given. | am advised that
there is no reason why we cannot table the documentation, if that helps you. | trust it will
clarify in your mind any questions you have about the nature of the agreement.

Senator EGGLESTON—It is a sequential matter though, with respect, Minister. It is
known that you have paid $8 million, and that is public, but it goesinto a trust which it seems
operates under something of a cloud of secrecy over a 6-year period, and | would have thought
that was inconsistent with the policy of your government to make such matters open and
transparent.

Senator Carr—But what you are ignoring is the advice that the officers have given you,
which is that the trust has not been established by the Commonwealth. | have understood that
correctly, have | not?

Senator EGGLESTON—If you were listening carefully, Minister, what | said was that it
follows through from the grant, and then | would have thought that your policy would have
extended to all the subsequent devel opments regarding the disposition of that money and | find
it alittle hard to understand why it does not.

Senator Carr—The land use agreement was concluded in good faith between the native
title claimants, the Commonwealth and Western Australian governments, CSIRO and the
Aboriginal corporation. The establishment of the trust which you report, relying upon a West
Australian newspaper report, is not a matter for the Commonwealth. That is the evidence the
officers have provided you—
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Senator EGGLESTON—The Commonwealth surely has a policy that such agreements
should be transparent—

Senator Carr—We have said that to you.

Senator EGGLESTON—and if local Aborigines are complaining that they cannot get
details of the operation of the trust, surely that must be a matter of great concern to you as a
minister in the Rudd government.

Senator Carr—What is of concern to meis that you are seeking to rely upon an inaccurate
report in the West Australian newspaper. The officers have provided you with advice. | have
indicated to you that we are happy to have the documents actually tabled here. The journalist
was provided with the documents. How the journalist chooses to use them is not a matter we
can control.

Senator EGGLESTON—ASs | said, the details of the grant are known, the mechanics of its
operations under a trust appear to be clouded in secrecy and | would have thought that would
concern you as a minister in this government since you stated—

Senator Carr—I will just check to seeif thereis anything further | can add to that.
Senator EGGL ESTON—that the government’s policy is to make these things transparent.

Senator Carr—I am advised that the advice | have provided you is accurate in all respects
and thereis not much more | can say.

Senator EGGLESTON—ASs far as you go—and it is limited advice; | am sure that is
true—it does not deal with the issue of transparency on the ground for the local Indigenous
peoplein the mid-west, with respect, Minister. But | will leave that matter there.

| would also like to ask about CSIRO’s involvement in the UWA Oceans Institute. Could
you please tell me a little about what CSIRO is doing there and what kind of funding, if any,
they have committed toit.

Dr Clark—We are certainly committed to working with both the University of Western
Australia and AIM S on collaborating with our own marine research to create a national level
of critical mass in that area. We have also entered into a memorandum of understanding with
the University of Western Australia for our oceans research, and the head of our Wealth from
Oceans Flagship will be located in Western Australia.

Senator EGGL ESTON—Does this now mean that CSIRO will be involved in research on
the west coast, in the north of the state, equivalent perhaps—or beginning to be equivalent—to
their involvement on the east coast and tropical ocean research?

Dr Clark—We have, of course, been involved for along time in research on the west coast.
As you pointed out, we have a significant critical mass in Tasmania, working on the Southern
Ocean, together with our partners at the University of Tasmania. Some 500 researchers are
working on that effort. It is a very important area. It is an area where all of the researchers in
the nation must come together and we must build that kind of level of critical mass, which is
what we are endeavouring to do with our partnersin Western Australia.

Senator EGGLESTON—Have you been involved to any degree in the progress of Ord
stage 2 and the planning for it?
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Dr Clark—Progress of Ord stage 2?
Senator EGGL ESTON—Of the Ord River Scheme.

Dr Johnson—The short answer is no, although we have offered both the Australian and
Western Australian governments our support should that be required, so there is a standing
offer to both jurisdictionsin that regard.

Senator EGGL ESTON—Thank you very much.
CHAIR—Senator Abetz.

Senator ABETZ—Very quickly, if | may wish you well in the matter that was raised in the
Australian on Tuesday, 18 May, ‘CSIRO takes on top US carriers'. | understand that they are
the ones that have not come to the party and settled with the CSIRO, unlike others. Is that
correct?

Dr Clark—We are certainly in active commercial and legal activities with that sector.

Senator ABETZ—I dare say, given that proceedings are underway, you cannot tell us much
about it, so | wish you well in that. It would not be the Senate estimates of CSIRO unless |
inquired about the cricket ball. Have we developed that any further? | missed out at last
estimates, so | thought | had better get an update now.

Mr Whelan—No, there has not been any progress. CSIRO provided a proposal to Cricket
Australia to do some work on that.

Senator ABETZ—So the ball iswith Cricket Australia, if | can use that terminol ogy!
Mr Whelan—That is correct.

Senator ABETZ—AII right. Thank you. | put a question on notice on 22 March 2010 in
relation to the disclaimers used on climate change papers. | am just wondering where we are at
with that question, given that it is now somewhat overdue. | can understand that a lot of work
would be involved in it, so | do not want to be overly critical. But, if we could be provided
with atime framework, that would be helpful.

Dr Clark—We have provided the answer to that question to you already.
Senator ABETZ—Ahal When was it tabled?

Dr Clark—I am just trying to check that. Can we take that on notice? But we have
provided that answer.

Senator ABETZ—We will not delay this process any further. If an answer has been
provided, | would be much obliged to you if you could let my office know.

Dr Clark—I would be happy to do so.

Senator ABETZ—I do not seem to have it as yet. It was sent to the Table Office on 23
March; that isthe one. There is a Senate question, No. 2588, to which you answered:

Given the preliminary and limited nature of the research, there is insufficient data to support publication
of any results.

Have we got any further with the research so that we are now in a position to publish results?
Onceagain, if | may, | will leave that with you on notice.
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Dr Clark—Thank you.

Senator ABETZ—It is question No. 2588. In response to a similar question in relation to
the carbon footprint of eectric cars, SI-23, from the October estimates, | was told:
CSIRO has done some preliminary modelling to understand the relationship between electric vehicles

and the source of eectricity used to charge them and how this compares with various fuels in terms of
carbon footprint, but results from this work are not yet ready for publication.

How close are we to publication?

Dr Clark—I understand we have provided an answer on that, but we are not planning at the
moment to publish anything further. But we have provided to your office an answer to that
question.

Senator ABETZ—No, what | just read out was the answer, which was fair enough at the
time—so there is no criticism of that. | do have an answer to SI-23, but it says that your
research has not gone far enough, so it is not ready for publication. | am just wondering: since
October 2009, in the last six months, has there been further study undertaken which now
allows you to provide us with any information that is ready for publication?

Dr Clark—My apologies. My understanding is that we are not planning to publish
anything further at this stage.

Senator ABETZ—Oh. Possibly some of my concern—no, | will not say why it is not going
to be published, but thank you for that answer. Without delaying the hearing, is Dr Fraser with
us? No. But heis till with the CSIRO?

Mr Whelan—Are you referring to Dr Paul Fraser?
Senator ABETZ—Yes, Dr Paul Fraser.
Dr Johnson—Yes, my understanding is that heis still employed with CSIRO.

Senator ABETZ—I understand that there has been a war of words between Dr Paul Fraser
and Mr Des Moore. | have been provided with a copy of the letter from this Mr Des Moore,
who is very much on the ‘anti’ side of the global warming debate. He wrote a three-page letter
to Dr Fraser on 27 March 2010 making a number of assertions. | do not want to take sides in
relation to this debate, as a self-declared agnostic, but | am just wondering whether it is Dr
Fraser’s intention to respond to that correspondence. | do not know if you know anything
about that, Dr Johnson.

Dr Johnson—No.
Senator ABETZ—But if that could be taken on notice—
Dr Johnson—I am happy to take that on notice, but | am not aware of that correspondence.

Senator ABETZ—Could | inquire as to whether anybody in CSIRO has read Dr Garth
Paltridge's book called The Climate Caper, or a section of it—

Senator Carr—Anyone? There are 6,500 people. Has anyone read that book?

Senator ABETZ—and, if so, whether the CSIRO would like to respond to the suggestion
that was made in the book in relation to the pressure put on certain CSIRO scientists to adhere
to a particular line, which | supposeis a follow-up to the Dr Spash position, albeit Dr Paltridge
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makes it as a generalised claim as being part and parcel of his experience, keeping in mind that
he devoted hislifetime of expertise to the study of climatology.

Dr Clark—I know we discussed this issue the last time that the committee met. We have
had no further updates in this area. It is difficult to understand exactly which area you want me
to explore here. Thereis not really any—

Senator ABETZ—I would have thought it is not difficult, with respect, other than for the
fact that | have not been sufficiently articulate. So allow me to restate it: this is a general
statement made by somebody who has a worldwide reputation in relation to intimidation and
pressure on CSIRO scientists, which would suggest that there may be some cultural issues—I
will put it as conservatively as | can—in the CSIRO. | would have thought that when
somebody who had such along engagement with the CSIRO makes such an assertion, it might
be worthwhile for the CSIRO to come out and publicly accept it, to do a mea culpa or to say,
‘ Absolute nonsense, of course he is wrong and there is no such culture’ But | would have
thought when somebody such as Dr Paltridge makes such an assertion there may have been a
response from the CSIRO to protect its reputation.

Dr Clark—It was a long time ago, and before my time. But we do have a very consistent
process for how our publications are reviewed. It isa process that is both endorsed by our staff
union and our staff, because it makes it clear. It also allows staff to maintain our independence
and our role as trusted advisers. We have been very clear about that process, and | think it has
alot more clarity than in the times when Dr Paltridge was part of the organisation which, as |
said, isalong time ago.

Senator Carr—It was 1990! This fellow has not worked for CSIRO since 1990.

Senator ABETZ—He s till considered an emeritus professor. He was the foundation—

Senator Carr—Hisadviceto you is predicated on his experiences from 1990.

CHAIR—Senator Abetz, | have three other senators on the list: Senator Macdonald,
Senator Heffernan and Senator Milne.

Senator ABETZ—If | may; | was about to finish there, but this is an outrageous comment
in relation to Dr Paltridge. Many people retire from their official positions, such as Mr
Whitlam, yet still continue to comment on issues of public policy. Do we say that Mr Whitlam
was sacked in 1975 and, therefore, for 35 years we should not have been listening to any
comment he makes?

Senator Carr—You are accusing this organisation of intimidation! If you want to know
about outrageous comments—

Senator ABETZ—That is an outrageous and silly—

Senator Carr—You have accused CSIRO of intimidation—

Senator ABETZ—No, | have not.

Senator Carr—abased on the advice of someone who worked there in 1990!
Senator ABETZ—No, | have not. Chair, | have made no allegation—
Senator Carr—Of course you have!
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Senator ABETZ—No.
Senator Carr—Don't get cute with us—of course you did!
Senator ABETZ—I have asked about the allegation made by somebody el se and whether

the CSIRO has seen fit to respond to the allegation and, if so, how they have responded to it. |
make no allegation; as | said previously, as a self-confessed agnostic in this debate—

Senator Carr—Don't be so smarmy—of course you are accusing the organisation of
inti mi dation!

CHAIR—Minister!

Senator ABETZ—No, | am not.

Senator Carr—Of course you were!

CHAIR—Dr Clark, do you have any further response?

Senator lan Macdonald interjecting—

Senator Carr—That is a separate question. That is the clear intent of his question.

Senator HEFFERNAN—I am next.

Senator ABETZ—No, | do want an answer—sorry.

Dr Clark—Since that time, we have been very clear about our process and public
comment, which does help our—

Senator ABETZ—Since what time?
Dr Clark—Since Dr Paltridge's timein the organi sation—

Senator ABETZ—No, | was referring to his book The Climate Caper, which was only
published last year. So thisis fresh—

Dr Clark—I understand that. | am just trying to explain what we have done to make sure
that one of our strongest values, which is the integrity of our excellent science, is held right
through the organisation, and that our officers have a very clear process for public comment
that allows them to maintain their independence and their scientific integrity.

We have a very clear process and we also have a very clear guiding principle and goal in
our organisation that our journey and science are guided by our integrity of excellent science.
We can go through the detail and letter of that process on public comment, if you care to, but
we have certainly made a lot of clarity around that to assist our staff in this area. As you can
imagine, many of the complex issues that we deal with now are challenges that face both this
nation and the globe. They are interconnected and they involve all aspects of society, so it has
been very important for us to make sure that our scientists are protected by a very clear
process of which they are very much aware and adhere to

Senator MILNE—I notice you say your merging of the entomology and sustainable
ecosystems you say will cut costs and duplication of technical support services which
therefore are being regarded as overheads. Can you tell me who is going to pick up the
technical functionsthat are being cut as overheads in this merger?
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Mr Whelan—I am not sure of the exact source of that quote, but, as Dr Clark indicated
earlier in the hearing to questions on the matter, the intent of the merger is to increase the
critical mass of researchers working in this broad field of environment and ecology. It is not
the intent of the merger to reduce the scientific effort associated with that work. There may be
some changes to the management and overhead arrangements of the division. For example, we
will go from two chiefs to one chief. There probably will be some rationalisation at the deputy
chief level. So there may be some management changes in divisions, but as far as the conduct
of scienceis concerned the purpose of the matter is to increase critical mass, to drive synergies
and, if those synergies do exist, to reinvest the gains from those into further research.

Senator M ILNE—So we are not going to see technical functions, so to speak, cut.

Mr Whelan—I am not sure of the source for the reference to ‘technical functions'. Some
people might regard the management division as a technical function. | think the focus in the
merger will be on driving our efficiencies in the management structures. It is not meant to be
targeting the research itself.

Senator MILNE—Can you tell me about the move to Boggo Road in Queensland? | am
told there might be a few problems with that.

Mr Whelan—I am not aware of any problems. The development of the site is on schedule,
on budget. Planning is advanced for the relocation of CSIRO staff to that site. We will end up
with, | think, about 1,000 people—probably the largest consolidation of environmental
scientists and policymakers in the southern hemisphere. | think about 270 CSIRO staff will be
based there. Plans are advanced and on track for that move.

Senator MILNE—When do you expect that move to be finalised and for them to be in
there?

Dr Johnson—We expect the move to commence this calendar year. As Mr Whelan
indicated, the relocation task is currently in preparation. | would anticipate that there would be
CSIRO staff physically located in the building this calendar year.

Senator M ILNE—What about the wireless and computer access?

Dr Johnson—Yes, there will be computer access for all staff there. Is there a specific
guestion in that regard?

Senator MILNE—I just want to make sure there is going to be wireless and computer
access and enough storage for everyone.

Dr Johnson—There is a comprehensive process of engagement between CSIRO and the
Queensland government. There is a specific committee that is planning to ensure that we have
absolute best-of-breed telecommunications and information technology in the building. So
there will be wireless there.

Senator HEFFERNAN—In view of the global food task and the doubling of it by 2050, is
the CSIRO, given that agriculture is well and truly off the radar in terms of research—we have
fallen below critical mass—interested in modelling the future of the global food task? | ask
against the background of the phenomena we now have of the Arab states, China and India
going into other agricultural lands—the poorer countries with the best agricultural land on the
African continent—and buying up the best of their land. And | am talking about the same thing
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happening in Tasmania with our dairy farmers, and New Zealand's 17,000 cows in one go. Is
anyone in the CSIRO—you say there are going to be God knows how many people in some
bloody office up there—going to be interested in the global food task and modelling it so we
can give oursel ves some sovereign protection?

Dr Clark—As | previoudy outlined, the agricultural sector investment of CSIRO is
increasing. We have increased it by $35 million this year.

Senator HEFFERNAN—AII right, | do not need a long answer—we do not have much
time. Are you going to model the global food task unit to give advice to the government?

Senator Carr—It isunfair for you to make assertions against the officers—
Senator HEFFERNAN—No, | am not at all. That is enough answer—
Senator Carr—Give them a chance to answer.

Senator Heffernan—This is such an uncivilised bloody process! You get two minutes to
ask the most important questions about the future of Australia's agricultural task. It is under
the radar.

Senator Carr—You should talk to your colleagues about how they use their time.

Senator HEFFERNAN—Will you be modelling the future of the global food task to give
advice on Australia' s sovereignty?

Dr Clark—We are absolutely looking at food security. We are looking at sustainable
agriculture.

Senator HEFFERNAN—BUut will you model the global food task? For God's sake, if there
is anything you should do, it is that.

Dr Clark—As part of our work in both our agricultural sustainability area and in our food
futures we do undertake work looking at the food demands, the market changes, and of course
the issues of food security and the relevance, both the opportunity and the challenge, to
Australian agriculture. So it is certainly part of the work that we do.

Senator Carr—For clarification, Senator Heffernan asserted that there was a cutback to
agricultural research by the CSIRO. My information is that that is not true.

Senator HEFFERNAN—I did not say that at all. | said that there is a serious falling off the
base in agricultural research right across the ingtitution in Australia, and that is true.

Senator IAN MACDONALD—I was going to suggest and move—although | am not a
member of the committee—that we do extend this by 50—

CHAIR—We have.
Senator Carr—No.
CHAIR—If you would like to ask your questions.

Senator IAN MACDONALD—I do not want to interrupt. Mine are serious questions.
They are not hypotheticals and palitical things like Senator Cameron was asking—

Senator CAM ERON—You are not running away from your budget position, are you? You
want to decimate CSIRO asif it is not important—give us a break!
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Senator HEFFERNAN—We just want to make sure that when you go to Coles or Woolies
there is some bloody tucker there, mate.

Senator CAM ERON—It isyour policy. It is not hypothetical.

Senator IAN MACDONAL D—Perhapsif | ask my question, we can come back to Senator
Heffernan. Dr Johnson, out of the Northern Australia Land and Water Taskforce report, what
work is CSIRO currently engaged in in pursuing the recommendations, or doing work that the
recommendations touched upon, whether they are doing that as a result of the
recommendations or not? | am interested in what work CSIRO is currently doing in the
general area of northern land and water.

Dr Johnson—As you know, Senator, the task force recommendations are still with
government. We obviously do not know how the government will respond to the taskforce's
recommendations. As | have indicated at previous hearings here—

Senator IAN MACDONALD—That iswhy | asked the question theway | did.

Dr Johnson—we have nearly 260 staff in Northern Australia who are conducting work
across a range of sectors—agriculture, the environment, Indigenous livelihoods, ocean
research and water research. Without having seen what government’s response to the taskforce
would be, my view is that all our research investment in the north is entirely relevant to the
issues that the taskforce identified and, as CSIRO’s Dr Clark has indicated here as well
previoudly, we will continue to support high-quality work in the north.

Senator IAN MACDONALD—Dr Johnson, what | am really asking for is—and perhaps
you can even take it on notice—a list of the projects that you are doing at the moment. |
prefaced my question by saying that | appreciate the government had not responded, but | am
aware that even before the taskforce was set up, CSIRO were doing a certain number of
projects related to the north.

Dr Johnson—We have been working in Northern Australia since after the Second World
War, so we are happy to provide that listing of projects to you.

Senator IAN MACDONALD—Okay. The only other question | have again relates
Northern Australia—very much so because mining is a very, very big driver of activity and
infrastructure and people in northern Australia. Has CSIRO been asked to do any modelling in
relation (a) to the mining tax or (b) to the advertisements in relation to the mining tax?

Dr Johnson—No, Senator.

Senator IAN MACDONAL D—You have not?

Dr Johnson—No.

Senator IAN MACDONALD—Do any of the programs in Northern Australia that CSIRO
are currently involved in have a direct or even major indirect relevance to the mining industry
inthe north?

Dr Johnson—CSIRO has an extensive engagement with the mining and minerals sector in
Northern Australia both in your home state, Senator, in Queendland, but also in the Pilbara,
and increasingly in terms of the potential expansion in oil and gasin the North West Shelf and
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the Kimberley Browse Basin. So yes, we have an extensive engagement through a number of
our national research flagships with the mining sector.

Senator IAN MACDONALD—From my association with CSIRO and from previous
estimates, | know that you have not only what we normally think of as ‘ science scientists' but
also ‘socia scientists and ‘business scientists’. Are any of those projects looking at the
profitability or otherwise or at the impact that mining activity in Northern Australia is having
upon infrastructure, people, jobs and I ndigenous empl oyment—that sort of thing?

Dr Johnson—I am aware through our Minerals Down Under National Research Flagship
that we are engaged both in the Surat Basin and in the Pilbara in working with industry and
local communities around how to maximise the full value that the sector delivers to regional
Australia.

CHAIR—Thank you, Senator Macdonald. And | thank the officers of the CSIRO for
attending today.

[11.51 am]
Australian Research Council

CHAIR—Welcome. Professor, do you have an opening statement that you would like to
make?

Prof. Sheil—No, | do not have an opening statement.
CHAIR—We will go straight into questions then.

Senator COLBECK —Could you give me a progress report on the implementation of the
Excellence in Research for Australia program and the sort of feedback you are getting on it,
particularly from the universities and institutions that you are engaged with.

Prof. Sheil—Sure. We are in the final stages of preparations for submissions from the
institutions, which will open tomorrow. We have had extensive consultations with the
universities. We have had them engaged in a whole range of processes in the background in
terms of trialling, for example, their repositories and tagging their journal outputs. As recently
as Friday, Ms Harvey met with the research office directors from the Group of 8 and they
indicated that they were on track to make their submissions.

Senator COL BECK —What issues have cropped up during the process that you are having
to deal with?

Prof. Sheil—We have had an extensive consultation process around ERA. Most of the
issues that have arisen have focused on the ranking of the journals, and that has been a major
exercise. We considered 45,000 journals. In the final list there were 20,712. There is less than
one per cent which we are continuing to receive correspondence about, and for only two of
those journals have we had more than five pieces of correspondence.

Senator COLBECK—What was the process to rank the journals? And whose job was that?

Prof. Sheil—It was done by the ARC in consultation with a range of peak bodies, societies,
individual experts, extensive reviewers both in-house and external to the ARC. Ms Harvey
could provide more statistics on that consultation, if you are interested.
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Senator COLBECK —Please.

Ms Harvey—We started back in 2007 when we contracted through the four learned
academies. They did the first draft for us. Then on their advice we contracted some other
bodies where they did not fed that they had appropriate representation. We have listed those
before and we would be happy to supply them again. | can actually pass them through now.

Then we went to a process where we put out a public list. We had consultation over that for
several months, where anybody could submit feedback. We had just over 100,000 pieces of
feedback based on that list. We then worked through that. We had 700 external reviewers that
assisted us with that, including peak bodies where we felt that we needed peak bodies,
councils of deans, |earned societies—those types of things—and then we published the list. So
there has been quite along process in that regard. | would be happy to table the list about the
different councils if that would help.

Senator COLBECK —I presumethereis awebsite.
M s Harvey—Absol utely, yes.

Senator COLBECK—I will chase it through that process. Is the ranking process a
categorisation process? | do not mean a 1 to 20,000 list. Isit in categories to take account of
things like applied research or practical application of research? Senator Heffernan asked some
questions about rural research. The question goes to making sure that we get a balance across
different forms of the more applied type of research to research that actually has a very
practical application so that we can provide a ranking that gives us a direction towards
practical types of application as much as the blue sky stuff.

Prof. Sheil—There are four categories on the journal list—A*, A, B and C—and there are a
range of different types of journals distributed across the different categories, ranging from
applied journals through to more theoretical journals. By taking the approach of looking at
eight discipline clusters and looking at what is important to each of those discipline clusters,
we have designed ERA so that what is the norm in the discipline or what constitutes excellence
in the discipline is taken into account in the indicators that we use. A good example of that
would be in the computer science area, where publication in the latest conferences is often
much more current and much more relevant to the application of that discipline than
publication in journals, which is a dower process. So by looking at it in eight clusters with a
range of different indicators for each of the clusters we have attempted to take that into
account.

It is fair to say that we are still looking for really robust indicators of applied research, and
we will continue to do that post this first round of ERA and we are continuing to do that in
consultation with bodies such as the Academy of Technological Sciences and Engineering and
various different peak bodies of deans that have more interest in applied research. But there is
avery good representation of applied journalsin the list and in the other indicators.

Senator HEFFERNAN—What about agriculture?

Prof. Sheil—Agriculture sits across two clusters: the biological sciences and biotechnol ogy
cluster, and also the environmental science cluster.
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Senator HEFFERNAN—Could you provide this committee with written details of what
bidding is going on in agriculture against the global food task. | still do not know what Dr
Connall O’ Cornell’s PhD isfor, but | do not think it adds anything. Thisis in terms of picking
things that you can touch and fedl against the future problem of the global food task—you give
us the details of the clusters.

Prof. Sheil—Within those broad eight discipline clusters the research is assigned to
different fields of research and there are a range of different fields of research that relate to
agriculture that we will be able to report on when we finish the exercise.

Senator HEFFERNAN—Will there be a cluster on the global protein task?

CHAIR—Senator Heffernan, | will put you on the list for later. Senator Colbeck has the
call.

Senator COLBECK—You talked about the eight broad clusters, and part of your authority
this year is a full evaluation under the initiative of all the broad clusters. What does that
actually mean that you are looking at doing? What is the target of that evaluation of each of
the clusters? Could that potentially mean a reorganisation of some of the elements under those
clusters? What is the target for that? That is out of the PBS statement, where it says, ‘ conduct a
full evaluation under the ERA initiative of all eight broad clusters of disciplines'.

Ms Harvey—There are some 22 divisions, which is what we call a two-digit field of
research code. For example chemistry is a two-digit code. Sitting underneath that is what we
call a four-digit field of research code, which is like organic chemistry and things like that.
There are 22 divisions and 156 four-digit codes. We will be doing an assessment of the
research conducted under publicly funded research through the universities of how that has
been over the past few years in our reference period. For example, what type of research has
been done and how good is it against all of the different indicators for the last six years. So we
are then able to say at both an institutional and a national level how good Australian research
is compared to the world with regard to its quality. That is what that means under a full
evaluation. For example we had the two trials: the first was for physics, chemistry and earth
sciences and the second trial was for humanities and creative arts. Under each of those two
clusters more than 40,000 research outputs were assessed to see how good was Australian
research in that area. We are able to look at a whole range of things with regard to that for
Australia. When we say afull evaluation it meansall eight of them.

Senator COLBECK—You have done a trial across two of the clusters. You are going to
extend that across all eight.

M s Harvey—Yes, and redo those two again.

Senator COLBECK—Then get a sense, a measurement, of quality of research based
across all the criteria on the eight clusters, the 22 divisions and the 156 four-digit codes.

MsHarvey—That is exactly right.
Senator COLBECK—What does a four-digit code mean?

Ms Harvey—It just means it is a four-digit field of research code. For example, organic
chemistry is a four-digit code. It is an Australian Bureau of Statistics classification system and
there are very granular field of research codes that sit underneath it. We could read you out
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some more if there are any you are particularly interested in but they are quite granular in
nature such as organic chemistry and things like that. They are about to narrow that down to
do that assessment.

Senator COLBECK—It is effectively a measurement system.
MsHarvey—It isanational stock take.
Senator COLBECK—How does the project with the National Health and Medical

Research Council and the support of the Australian Research Integrity Committee fit into the
process?

Prof. Sheil—The Australian Research Integrity Committee will be a joint committee
between us and the National Health and Medical Research Council. It will be the same
committee separately constituted to meet the requirements of each of our acts. The proposal is
that it will review cases where someone is unsatisfied with what has happened at the
institutional level. We will not do prima facie investigations but we will be looking into what
the institutions have done in their investigations in the very small number of cases where
peopl e remain unsatisfied with the process.

Senator COLBECK—It isan oversight of the oversighters?
Prof. Sheil—Yes.

Senator Carr—It is an appeal mechanism, Senator, to ensure that we can be satisfied that
people are not badly treated at the institutional level.

Senator COLBECK—I understand what you are saying and that it is providing an
oversight to the processes that occur within the organisations.

Senator Carr—Yes, given how important these issues are to our international reputation
and given how important these issues are to individual researchers.

Senator COLBECK —I think we had a discussion last time about publication of a paper
from within the CSIRO and the internal processes that were happening there about the
publications.

Senator Carr—Thisisfor universities.

Senator COLBECK—It will not look at research organisations; it is purely looking at
universities?

Senator Carr—It isfor universities and the NHMRC.

Prof. Sheil—Which is medical research institutes.

Senator Carr—The funding mechanism, the instrument, is the two acts. You asked a
question in regard to the evaluation process because we want to be certain that this system
works. So much will depend on ERA to verify claims from people about the quality of the
research they are making.

Senator COL BECK—I understand that.
Senator Carr—That iswhy we are putting so much energy into getting this right.
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Senator COLBECK —I do not think there is any need for a defensive mechanism here at
al. I am just seeking some information and asking some questions about it. So there are no
implications—I just want to get an understanding of exactly where thisall is. So it is confined
to university research processes?

Prof. Sheil—It is confined to institutions funded by either the ARC or the NHMRC. In the
case of the ARC that is primarily universities. In the case of the NHMRC that also includes
medi cal research institutes and some hospitals.

Senator COLBECK —So CSIRO could potentially come into it if they were involved in a
partnership sense with—I do not want to pick on anyone in particular; | amjust trying to get a
sense of the coverage of the process—

Prof. Sheil—If research is involved in a joint collaborative proposal with another publicly
funded research agency then potentially that could be included, yes.

Senator COLBECK—How does the broader ERA process recognise and measure the
actual impact of research?

Prof. Sheil—There are a range of different measures, including things like, in the
agricultural area, the number of plant breeder rights and, in the medical area, the extent to
which the research has been taken up in various protocols and guidelines. Our attitude isthat it
has to be measurable, so wherever we can measure it and we can easily collect it or the
universities can easily collect it we are happy to assess it. There are also a range of indicators
buried within the research income and the sources of research income from more applied areas
and so on. But if we cannot measure it then they have not been included.

Senator COLBECK —Is there any guidance on that measurement, because quite often one
of thethings that are very difficult is to actually measure the benefits or the impacts of that sort
of research? | have seen that before with the government’s research and development
corporations, for example. One of the very difficult things is to actually measure and scale
those things. |s there any assistance or guidance in there in respect of that?

Prof. Sheil—There is a very detailed set of submission guidelines in relation to the
indicators that we have included for this assessment and, as | said, there is ongoing work with
other areas. This is not an easy area. We are in many ways leading the world in some of the
things that we are doing. Trying to find the sorts of applied measures that measure the outcome
of research two or three steps removed from the initial research is not easy and also often
requires quite along time frame.

Senator MILNE—AII through your material you say that you want to enhance the scale
and focus of research in areas of national priority. What are the areas of national priority?

Prof. Sheil—There are four areas of national research priority that were determined some
time ago. | cantell you what they are.

Senator M |LNE—Determined by whom?

Prof. Sheil—They were determined under the previous government. The four national
research priorities are: ‘An Environmentally Sustainable Australia’, ‘Promoting and
Maintaining Good Health’, ‘Frontier Technologies for Building and Transforming Australian
Industries’ and ‘ Safeguarding Australia’.
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Senator MILNE—Since all those research priorities can encompass just about anything, |
am interested to know how you give those any kind of priority.

Prof. Sheil—Our processes mostly, with the exception of a small number of targeted
programs, are bottom-up-driven processes, driven by the excellence of the people making the
applications. For most different schemes we have a range of selection criteria that include the
quality of the project, the track record or evidence of the performance of the researchers and,
usually, a criterion in relation to national benefit or national priority, which researchers address
as part of their application. That, along with the other criteria, is assessed in making the
awards.

The practical outcome of having national research priorities has actually been that
researchers think much more carefully about the practical outcome and the national benefit of
their research. Then that goesinto the framing of the application, the quality of that application
and the assessment. But we do not have a strategic element to what we do where we say we
are going to fund a number of proposalsin X.

Senator MILNE—That is where | was coming to. It is very difficult to see how much of
the overall research dollar is going to carbon capture and storage, compared with sustainable
agriculture production, for example. You say you do not prioritise, but there is likely to be a
bias. | would like to look at where the money goes when those grants are allocated to one of
the four priorities. Let us have alook at where the money is going.

Prof. Sheil—We can provide that data for you. We routinely provide data like that to a
whole range of organisations that ask for that information. All the information coded by
national research priorities is available on our website, where people can download it and so
on. We can provide something if you have a specific query.

Senator MILNE—I have a specific query in relation to carbon capture and storage, but |
will give you that notice.

Prof. Sheil—Sure.

Senator MILNE—Is there any political sign-off on these, particularly the collaborative
grants across a range of institutions? Do you have to put that up to the minister to be signed
off, or isthat something that automatically occurs after the selection process?

Prof. Sheil—For al of our schemes we have selection advisory committees that make
recommendations, through the executive directors responsible for the scheme, to me. | in turn
make recommendations to the minister for his approval for funding. The process for that is set
out in our act. The minister has indicated that if he were to not accept one of my
recommendations then we would provide him with a vehicle to make those reasons public.

Senator Carr—We have been very clear about this. In the previous government there were
12 occasions where advice was rejected. | have indicated that, where advice is rejected—and it
is within the rights of government to reject advice—I will make a public declaration on that
point. | have the power also to direct the ARC under the act and, again, that requires a public
declaration of the use of that authority.

Senator MILNE—I am particularly interested in a collaborative research grant that was
made across a number of universities in the very last days of the Howard government. A
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recommendation was made by your organisation that it go to the ANU research collaboration
in solar energy in particular. That was crossed out by the minister, initialised, and it went to the
Griffith University consortium based in Queensland.

Prof. Sheil—That was not part of his portfolio.

Senator M ILNE—Which portfoliois that, then?

Prof. Sheil—It is the department of the environment. It was not from the ARC.
Senator MILNE—BLUt it was across a whole range of universities.

Prof. Sheil—But it was not an ARC proposal.

Senator Carr—Universities secure money from arange of portfolios.

Senator M ILNE—I understand that, but | thought it was an ARC one.

Prof. Sheil—No, it was not.

Senator MILNE—OKay. | will go back and find out from them.

Senator Carr—When was the decision made to change the recommendation from a
funding body? Was that something done under this government?

Prof. Sheil—That selection process occurred under the previous government, but it was not
ARC funding.

Senator M ILNE—Thank you.

Senator IAN MACDONALD—Thank you for supplying me, on notice, an answer to a
question | asked a year ago about the ARC research grants to climate change. Can you update
thelist | was given?

Prof. Sheil—We will be happy to do that, but | would have to take that on notice.

Senator IAN MACDONALD—Of course. Do you have any general policy on research
into climate change, in view of the fact that the government has now given it a low priority
and has delayed any climate change action for three years?

Senator Carr—The failure to secureits passage through the Senate means we have delayed
it, not that we have given it alow priority.

Prof. Sheil—As | explained earlier, in answer to an earlier question, the amount of funding
that we award particular areas is, by and large, as a result of a bottom-up the process. The
people putting in applications and the quality of those applications determine the amount
funded for a particular area of research. So, no, we have not changed any of our practices in
relation to research that involves climate change.

Senator IAN MACDONALD—Would you keep funding some area of research if the
government had indicated to you that it was no longer interested in it in the immediate future?
That would seem to be a bad use of research dollars if nothing were to be made of the research
because of government policy and delaying things.

Prof. Sheil—In our discovery projects, for example, it is the cutting edge research
questions of the day that we fund. Very often that is a long way removed from its immediate
application. The people who are making the decisions and recommending funding to me—and,

ECONOMICS



Monday, 31 May 2010 Senate E57

hence, through me to the government—are looking at the quality of the question that is being
addressed and the quality of the person addressing it, not short-term priorities.

Senator IAN MACDONALD—There are some quite recognised scientists who do not
agree with man-made climate change. Without getting into that debate, if there were reputable
scientists in the climate change debate who put in a good proposal to do work debunking, for
example, the man-made climate change theories, would that be judged in the same way—on
the quality of the applicant and the quality of the application?

Prof. Sheil—It would very much depend on the quality of the applicant and the quality of
the proposal .

Senator IAN MACDONALD—Regarding the people who constitute your council, are
they scientists?

Prof. Sheil—Yes. We have three layers of input into the selection process. We have
thousands of experts from around the world who provide the most detailed review. Then we
have a group of readers in the middle who read a larger number of proposals than the
international experts. On top of that we have a group known as the College of Experts, which
is 78 individuals divided into five groups, who look at all the evidence from the other two
layers and collectively make recommendati ons on the grants that should be funded.

Senator IAN MACDONALD—This is hypothetical, but it is a shorter way of getting to
the question | want answered. If there were someone on your council who was totally opposed
to the theories on climate change—the ultimate denier—does that person’s own belief in these
things impact upon that person’s work by saying, ‘Yes, we'll give one of these to someone
who has atotally different view to me' ? Does that comeinto it at all?

Prof. Sheil—As | said, the robustness of the system relies on the input that goes into the
final decisions. There isthe very large layer at the bottom and a very large layer in the middle.
Each of the proposals at the top level is read by two members of the College of Experts and
then their opinions and rankings in relation to the next layer down and the comments at the
next layer down are then tested within the whole committee. It is quite difficult for one
individual to influence a grant one way or the other.

Senator IAN MACDONALD—Do you have a no-conflict-of-interest policy? If someone
is a climate change expert, are they put onto dealing with the submissions that come forward,
either for or against, pro or anti climate change or are they excluded on conflict-of-interest
grounds?

Prof. Sheil—Having knowledge and expertise in the area is not a conflict of interest. The
sorts of things that are conflicts of interest include: coming from the institution where the grant
is proposed, having a personal relationship or a financial interest in the proposal. Regarding
the kind of thing that you are talking about, which is about individuals who might have a
particular view, the checks and balances are there, and those are the 12 members of the
committee.

Senator IAN MACDONALD—Thank you for that.

Senator HEFFERNAN—In your cluster for agriculture, | take it—from the process you
described to Senator Macdonald—that you assess, ‘If we approve this bit of research are we

ECONOMICS



E 58 Senate Monday, 31 May 2010

going to get a useful outcome for the benefit of all? Do you give consideration to things like
the restrictions placed on research by gene patents? If you do not; why not?

Prof. Sheil—I am not quite sure what you mean by that.

Senator HEFFERNAN—One of the great restrictions—the IP are waiting patiently down
the back—in recent years is that through very broad interpretation of patent law we have not
drawn a line between discovery and invention. So there are patents now with people like
Monsanto, Syngenta et cetera in the agriculture field, which are attempting to tie up access to
the gene. They are not patenting the downstream inventive step and commercialising it. They
are—through the generosity of the system—being allowed to patent the actual gene. Are you
able, in your consideration of merit based research, to give consideration to the restrictions and
the added cost of the world allowing patents on the genes? It has never been challenged in a
courtinAustralia.

Prof. Sheil—I think my colleagues from IP Australiawould be better placed to comment on
that but—

Senator HEFFERNAN—BuUt your job—

Prof. Sheil—I can answer your question in part. One of the sections in each application is
approach and methodology. So the researchers, in the approach and methodology, would
typically describe what they are going to do, how they are going to do it and, if there are issues
in relation to access to materials, how they are going to obtain that access. Then the four or
five experts that read the proposal would be in a position to say whether that is reasonable or
not. They are the ones—not me—who would know whether the research is going to be
hindered by that or not.

Senator HEFFERNAN—Could | put on notice to you a question of your assessors in this
three-step assessment. What knowledge do they have of the impact on research of the
restrictions of gene patents?

Prof. Sheil—That would be very difficult for me to expect from—
Senator HEFFERNAN—Take it on notice.

CHAIR—Senator Heffernan, | really think you should listen to Professor Sheil’s
description of the—

Prof. Sheil—What | am saying is that | do not think | can take that on notice because | do
not think we have that information now.

Senator HEFFERNAN—I will rephraseit: shouldn’'t you have that information?

Senator Carr—I think it is unfair for the officer. It is a matter that would be better directed
to IPAustralia, who are undertaking a series of reformsin this area.

Senator HEFFERNAN—No, |—

Senator Carr—Let me try to finish this. There has been a long-standing debate within the
research community about the role of IP laws with regard to research. | am not aware of any
matters that impinge on the ability of the ARC to fund the matters but | am advised that |P
Australia is currently proposing a number of intellectual property reforms which include the
introduction of a statutory research exemption to provide these research and businesses with
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greater certainty as to the type of experimental activities that can be done without infringing a
patent. These are matters that we can take on notice in terms of the specific changes that are
being proposed and how they relate to the ARC. But as to what is in the minds of thousands of
readers is a more difficult question for the officers to be able to deal with. In fact, | suggest to
you that it would not be appropriate to take that on notice.

Senator HEFFERNAN—Do you recognise the capacity of a gene patent—which is not an
inventive patent; it is a discovery patent—to restrict and add to the cost of research? When you
have prioritised research projects up until this point you would not have given consideration to
that—would that be the answer?

Prof. Sheil—No; what | am saying is that the individual experts, who are expert in plant
science, for example, would consider what is written in the applications when they are making
their judgment about the applications. It is not an area that | have personal expertisein.

Senator HEFFERNAN—TO get an idea of whether they have an idea of the added costs,
who should | talk to?

Prof. Sheil—These are academics working in Australian institutions. | can only look at the
quality of their track records when we are assigning them proposals to read. | do not have any
understanding—

Senator HEFFERNAN—Could | illustrate: the GRDC, the grains research mob, have no
knowl edge of the impact of gene patentsin their world. | have had them before the committee.
Perhaps you do not either.

Senator Carr—It is not a reasonable proposition to put to the ARC. If you have questions
that relateto IPAustralia, | suggest you ask them questions.

CHAIR—I think this might be a good time to move to IP Australia, even though we have
five-odd minutes | eft.

Senator HEFFERNAN—BUt, finally, you are the body that prioritised these research
projects?

Prof. Sheil—As | have indicated before, we rely on the expertise of people providing us
with advice.

Senator HEFFERNAN—I accept that.

Prof. Sheil—If it is an issue for the discipline, the readers in that discipline will raiseit in
relation to those particular applications.

Senator HEFFERNAN—BLUt, to your knowledge, it has never been raised?
Prof. Sheil—I have no information one way or the other.

Senator HEFFERNAN—Can you take on notice whether it has ever been raised.
CHAIR—NOo, Senator Heffernan.

Senator HEFFERNAN—What is wrong with that? Has it ever been raised? That is a fair
question.

CHAIR—Senator Heffernan, these are individual discussions—
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Senator HEFFERNAN—No. Thisis a question for that department or whatever—
CHAIR—I think it has been said several timesthat it is more a matter for IPAustralia.

Senator HEFFERNAN—Who are this mob? The ARC. Could | ask the question formally
of ARC: have your researchers—that is the ARC, not you as an individual, but the body—ever
given consideration to it? Will you take that on notice?

Prof. Sheil—We will see what sort of information we can provide, but | am saying in
advance that | suspect it is very limited, if we have the information at all.

Senator CAM ERON—Professor, how many employees do you have in the Australian
Research Council ?

Prof. Sheil—As of 30 April, 110.

Senator CAM ERON—What is your turnover annually?

Prof. Sheil—It varies. In the last year it was 19.1 per cent.

Senator CAM ERON—So that is about 20 employees a year.

Prof. Sheil—We have a number of projects. That includes ongoing and non-ongoing staff.

Senator CAM ERON—If you were reduced by 19 per cent per year over two years—or,
say, 40 positions—how would that affect your capacity to provide policy advice, to measure
research excellence and manage the research funding schemes?

Prof. Sheil—We are a small agency with limited career opportunities, with 110 positions;
and many of our staff have been promoted into the department. So we work very hard to
ensure that we have steps in place to ensure that there is overlap of understanding of various
duties and so on. We are working very hard, and in fact have just completed a process of
engagement with the staff, particularly in the program area. One of the reasons there is a
relatively high turnover is that, in the program coordination area, with the grants, it is very
high volume—4,000 grants at any one time—and repetitive. So what we are endeavouring to
do, and have just about finished it with a reorganisation of the program coordination area, isto
ensure that there are better and more interesting career opportunities for staff within the
agency.

Senator CAMERON—BuUt my question is not about better and more interesting career
opportunities; it is about a freeze on your being able to employ anyone for two years. How
would that affect you? So if people leave, and you cannot replace them for two years, how
would that affect you?

Prof. Sheil—We can replace them.

Senator CAMERON—NQo, there is a proposition that there should be a freeze on
recruitment generally in the Public Service, which you come under. If you had a freeze on your
capacity to replace 19 per cent of your staff over two years, what effect would that have on
you meeting your obligations and goals?

Prof. Sheil—We would be severely constrained.
CHAIR—I thank the Australian Research Council and Professor Sheil for coming in today.
[12.30 pm]|
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IPAustralia
CHAIR—Welcome. Do you have an opening statement?
Mr Noonan—No, we do not.

Senator EGGLESTON—I would like to ask a few questions about |P rights. Obviously
intellectual property rights are very important in terms of the return on scientific inventions
and innovations. Perhaps you would outline how the system works for the benefit of the
committee.

Mr Noonan—Yes. The IP rights which we administer are in four parts. The largest part of
our resources is devoted to the patent system. The concept of a patent isthat a party applies for
a patent in respect of an invention which, if granted, gives the person an exclusive right to
exploit that invention for a 20-year period. The second right relates to trademarks. A
registration of a trademark gives an applicant the right to the exclusive use in business of that
trademark for an initial period of 10 years but renewable in 10-year segments after that
indefinitely. Next isindustrial design. A person who secures registration of an industrial design
has the right to exclusively use that design. Finally, plant breeder rights grant aright to use a
particular plant variety for a period which varies according to the genus.

Senator EGGL ESTON—Thank you very much. | suppose one would say those four sets
of conditions brought great benefit to Australia through the exercise of IPrights and licensing
them out.

Mr Noonan—Yes. Countries all over the world have run an IP system, in the case of the
patent system, to try to encourage innovation by offering those who innovate a commercial
return for their innovation free of the possibility of free-riders deriving most of the benefits of
their invention.

Senator EGGL ESTON—This committee recently has been conducting hearings into the
new research and development legislation, which, if passed, would no longer require that 1P
rights should remain in Australia and would provide the option for them to be held overseas. In
their evidence Cochlear Australia expressed some concern about that to the committee and
suggested that perhaps permitting IP rights to go overseas should only be for a limited trial
period of three years. What other countries do not retain exclusive IP rights within their
jurisdictions and allow them to go abroad?

Mr Noonan—I cannot respond on other countries laws in the area of research and
development funding. | can only say that, in Australia, most of the patent rights that are
registered by IP Australia are in fact derived from foreign companies. That is only what you
would expect with a country that is relatively small within the global economy. So most
patents which we register were originally registered in ancother country and come to Australia
for registration under the Australian system so that that technology can then be used in
Australia with appropriate | P protection.

Senator EGGLESTON—So are you saying that, for example, in the United States one
presumes these companies you are referring to, if they are an American company, would have
primary IP registration protecting their patents et ceterain the United States but, in effect, they
transfer that and get a second registration to cover Australia?
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Senator HEFFERNAN—So they can make a living.
Senator EGGL ESTON—I know, but the R& D legislation—

Senator Carr—I think we are confusing a couple of issues here. What we have done with
the R&D legidation is to remove what it is known as the beneficial ownership test, which,
under previous arrangements, essentially meant you had to have your IP here. We have said
that we want the activity to be here to attract any support from the R& D program. We have
just moved the emphasis. It has nothing to do with the patents law as such; it is to do with
those who wish to apply for what is now a very, very substantial improvement in terms of the
R&D tax credit, which will double the benefits to small business and increase the benefits to
large business by one-third.

Senator EGGLESTON—We arejust interested in the IP issue.

Senator Carr—Yes, but that is what | am saying to you. The question you are asking goes
to legislation which removes the beneficial ownership test. The pharmaceutical industry is an
example. To get the benefit for any R& D work undertaken in Australia you actually have to do
the work in Australia. That position has not changed. The issue is where the IPs are held.

Senator EGGLESTON—I assure you that | understand the basic IP system; | am just
interested in international comparisons. Why is it that we in the past have retained or had
legidation requiring an IP for Australian inventions to be held in Australia and are now
permitting it to be held overseas? | am interested in international comparisons and whether
other countries may have similar legislation or similar provisions.

Mr Pater son—The issues that Senator Eggleston is raising deal with the R&D tax credit,
which is not a matter that is within the responsibility of 1P Australia. It is an issue for the
department. The department is giving evidence straight after lunch for outcome 1, and we
would be happy to respond to questions that Senator Eggleston may have at that time. But the
beneficial ownership test that the minister referred to, as part of the changes to introduce the
R&D tax credit, does not have an impact in relation to |P laws here or overseas. So it is not a
question for IPAustralia.

Senator EGGLESTON—BUt you are saying it is a question for the department?
Mr Pater son—I am happy for you to put those questions to the department.
Senator EGGL ESTON—Thank you.

Senator COLBECK —I just want to ask a question on that specific issue. You said that a
large proportion of our registrations are registrations of |1Ps from overseas countries which are
registered here to support research done in this country. Can you give us a sense of what that
proportionis?

Mr Noonan—It is approximately 90 per cent.

Senator HEFFERNAN—It should be moved to Treasury.

Senator COLBECK—Can | say that 10 per cent of the registrations are generated by R& D
or are developments that are conducted in Australia. | do not want to make an assumption that
I should not make by taking 90 off the rest.
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Mr Noonan—It is a complicated question because of the presence of treaties and various
ways in which patents can be transmitted overseas. But, broadly speaking, 10 per cent of
patents originate in Australia.

Senator COLBECK —I am trying to get a sense of how the strength of our IP protection
and our |P protection laws on an international scale benefit the activity of R&D in Australia. |
am hesitant to name any other countries, but there are jurisdictions where | P protection is not
strong but it is changing and improving—the subcontinent is probably one such area. Is there
any sense of movement in registrationsin that area, with the changesin IPregistrations and the
strength of 1P protection internationally?

Mr Noonan—I am not sure | understand the question.

Senator COLBECK—It isahit abstract, | know. | was involved in a conversation recently
where they were talking about the strength of |P protection in India not being very high and
not being recognised all that well, and there have been conversations previously about what
might be going on in China and that goes back some period of time. But those countries are
starting to recognise it because of their desire to conduct R& D—they are saying, ‘ Bring your
R&D here,” and other countries and companies are saying, ‘We won't, because your IP is not
strong enough.’ | am just trying to get a sense of the change in that overall global environment
for IP protection and of what impact that might have on having registrations and activity here
inAustralia.

Mr Noonan—From the point of view of Australian exporters, it is always an advantage to
be satisfied that the countries they are contemplating exporting to will have appropriate levels
of IP protection. As you say, this is a situation that is changing in particular countries from
year to year, and the government, in various ways, seeks to promote stronger |P protection in
other countries.

Senator COLBECK —But are we seeing any movement in the registrations here that might
be, for example, being sacrificed to other jurisdictions where it is improving? Are we seeing
any change in our numbers, in our registrations? You might not notice it; | do not know. That
might be the answer; | do not know. But | am just asking: are we seeing a change in the
numbers based on changes in international jurisdictional strengths?

Mr Noonan—No, | would not see any change of number that | would attribute to that.
Growth has been fairly steady over the last decade, with some drop-off in the last year or so
associated with the global financial crisis—that is a trend that has affected all countries with
patent registrations.

Senator COLBECK—You talk in the budget documents about continuing to address the
‘patent applications backlog' —can you give us a sense of the extent of that?

Mr Noonan—Yes. The origin of this was rapid growth in patents around the world for
about a decade leading up to about 2007 which, coupled with a strong economy here, made it
very difficult for us to recruit and retain the kinds of scientists and engineers we needed to
examine patents. In Australia’s case, the backlog peaked at about 75,000 or a bit over that. We
have made some progress over the last year or so in reducing that and it is now down to about
65,800.
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Senator COLBECK—AnNd you have been resourced to do that?

Mr Noonan—We are a user-pays agency, so we derive most of our funds from the fees that
applicants for rights pay.

Senator COLBECK—Soisit 100 per cent cost recovery?

Mr Noonan—It is about 97 per cent cost recovery. So, in a sense, we have had to ook at
our revenues and expenses and work them as hard as we could and we have increased the
number of patent examiners that we have, and that has been the main reason why we have
been able to reduce the backl og.

Senator COLBECK—What has been the impact of that on your fees and charges?

Mr Noonan—There has been no direct impact on fees and charges arising from recruiting
more patent examiners.

Senator COLBECK—How are you actually resourcing the additional cost?

Mr Noonan—A couple of years ago we were running surpluses and now we are running
much tighter budgets.

CHAIR—Senator Colbeck, do you have much more to ask?

Senator COLBECK—No, | do not have too much more. | know there are others that want
to ask questions. Can you give us a sense of the progress on the implementation of the quality
management system project?

Mr Noonan—Yes. Our intention here is to examine many more patents before they are
issued from the organisation and to have an independent review by a senior reviewer in order
to try to pick up errors before they leave the organisation. Our intention is to review a
statistically significant number against each individual examiner. There is some IT needed in
support of that, and we hope to have that in place early in the new financia year. At the
moment we are conducting trials and working on having the I T in place.

Senator COLBECK—What is the error rate you experience and what is the target you aim
to get it down to?

Mr Noonan—At the moment we can only measure that under our previous system, which
had far lower levels of review. It has 95 per cent compliance with our quality standards. We
would like to review many more files and we expect that the new system will indicate a higher
percentage of errors, in which case we would look to correct those.

Senator COLBECK —Is the process of discovery of that error rate based on the review or
isit based on the review plus reporting from people involved in having to deal with the issues?

Mr Noonan—At the moment we do have a system of reviewing patents—or we have
had—that we derive this data from. That is based on a system of review but a much less
sophisticated system than we are aiming to move towards.

Senator HEFFERNAN—Is that approach not drawing a line between inventions and—

CHAIR—Senator Heffernan, you are on the list. We are trying to quickly work through
this.
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Senator COLBECK —It is adifferent issue, Bill. | will not be much longer, so you will get
a crack in a second. Is there a reporting process that you have alongside the internal review
process—an experiential reporting process?

Mr Noonan—Yes. The performance against the standards is reported quarterly to the
executive committee of the organisation, and results are published under the customer service
charter—I think also quarterly.

Senator COLBECK—You mentioned about a 95 per cent compliance rate. What is your
target? Obviously, the ultimate target is 100 per cent.

Mr Noonan—There are targets set out. | think 96 per cent is our target for compliance
against those service standards.

Senator M ILNE—I want to know if your department is involved in the discussions that are
currently being undertaken on a trans-Pacific free trade agreement? |s there any prospect that
IPlaws and regulations are going to be on the table?

Mr Noonan—Discussions about that agreement are at a very early stage. IP issues
potentially could be on the table, but—

Senator HEFFERNAN—You are dead right about that!
Mr Noonan—I cannot give you any more detail about that.

Senator MILNE—That is what | feared. Secondly, can you tell me whether any other
countries are using |P as a mechanism for minimising the income of subsidiary companies,
wherever they might bein theworld, or are using |P as a non-trade tariff barrier?

Mr Noonan—That is a bit of atriple-barrelled question. Could | ask you to break that down
ahit.

Senator MILNE—Let me start with thefirst one. | understand that, if someone owns the IP
in the States and has a subsidiary company in Australia, one way of minimising the income of
the subsidiary in Australiais to charge very high access fees and service fees et cetera for the
IP that is then registered here—hence minimising the income and hence minimising their tax.
Is that something you are aware of?

Mr Noonan—That would not be something that we would have any familiarity with.

Senator MILNE—The other issue is in relation to using IP as a form of non-trade tariff
barrier.

Mr Noonan—I am not familiar with that.

Senator PRATT—I want to ask about a decision that was made to fast-track patents for
green technology. | want to ask why that decision was made and what the significance of it is.

Mr Noonan—We wanted to offer those who had an invention that would be relevant for
green technol ogies the opportunity to have a faster examination of their patent than they would
otherwise have had just by progressing through the stockpile, which is large, as we say. So
what we have undertaken to do is if they request expedited extermination we will complete
that between four and eight weeks after they have asked for it, which is much quicker.

ECONOMICS



E 66 Senate Monday, 31 May 2010

Senator PRATT—Why is it important in particular for green innovation for that to be the
case?

Mr Noonan—I think we would see it as IP Australia's contribution to the promotion of
green technologies and their dissemination, to be able to give those who feel that they have
invented a patentable technology early certainty about whether their technology is patentable
or not.

Senator PRATT—The last thing | want to ask about is the potential of a staff freeze, a
recruitment freeze, and what its impact on the agency would be, particularly if you were not
able to replace staff with particular expertise as to particular kinds of patents, and whether the
processing of applications for some patents might actually fall behind.

Mr Noonan—Our turnover in the last quarter was 7.2 per cent so if there were a staff freeze
eventually numbers would fall across the organisation. It is difficult of course to anticipate
where they would fall but if they fell, for instance, in the patent examination area then that
would tend to reverse the recent gains we have made in reducing the backlog.

Senator HEFFERNAN—Do the patent examiners have to draw a line between invention
and discovery inlooking at a patent? You haven't, so do they?

M s Beattie—Patent examination is conducted by the patent examiners and they consider
whether or not the patent is claiming an invention. If it is claiming an invention then there are
other criteria that the application must meet including novelty, inventive step, industrial
applicability, description et cetera. In consideration of whether or not something is an
invention, yes, patent examiners are required to consider whether it is an invention or a
discovery.

Senator HEFFERNAN—So in terms of Gene Technologies Australia’s successful
application to have the licence in Australia for Myriad on BRCA 1 and 2, did they draw the
line between what was the invention and what was the discovery and what was the method
versus what was the substance? They did not, obviously.

Ms Beattie—The Myriad patent was examined in accordance with Australian legisation
and Australian examination practices and it was considered to satisfy those requirements.

Senator HEFFERNAN—BuUt my point is there is no line that you draw between the
discovery and the invention, isthere?

Ms Beattie—With respect, the manner of manufacture test is interpreted and applied in
accordance with Australian law.

Senator HEFFERNAN—Yes, al that mumbo jumbo; we will come to that later. |
understand the annual appropriations for IP Australia are made in accordance with the
outcomes and outputs framework first introduced in 1999. | also understand this framework
imposes a means of structuring corporate governance and management arrangements and
reporting, on planned and actual performance, on IP Australia. Furthermore, this framework
addresses what the government wants to achieve in the form of outcomes, how that is to be
done by IP Australia in the form of outputs and how those administering the outcomes can
know if 1P Australia outputs have been successful in achieving the outcomes in the form of
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performance reporting. So that is in that context and, on this framework, is it true that IP
Australia administers a number of special accounts established by written determination?

Mr Noonan—There isone principal special account.

Senator HEFFERNAN—Wheat is the purpose of that or other special accounts, if thereis
only one?

Mr Noonan—Essentially it operates the user-pays system which | referred to earlier.
Normally a payment received by a government agency would go into consolidated revenue. In
our case it goes into the special account and then we are able to draw upon the special account
for our expenses.

Senator HEFFERNAN—So it is used to fund your operations?

Mr Noonan—That is correct.

Senator HEFFERNAN—Are you sure thereis only the one account?
Mr Pereira—There are three special accounts—

Senator HEFFERNAN—There are indeed.

Mr Pereira—but IP Australia only has control over the moneys in the IP Australia special
account. The other special accounts are not part of our financial statements. They are not
controlled—

Senator HEFFERNAN—You use one. Could you identify the accounts? For the receiving
and depositing of income received from its customers as payment for the provision of its
intellectual property thereis only the one account?

Mr Pereira—In the portfolio budget statements there is a table that lays out the different
special accounts. It is on page 235.

Senator HEFFERNAN—Let us clarify this. Does |P Australia use one or more of those
special accounts and, if so, identify them for receiving or depositing income received from its
customers as payment for the provision of its intellectual property services? Can you do that?

Mr Pereira—Yes. On page 235 of the portfolio budget statements—
Senator HEFFERNAN—Could you do that on notice for me?

Senator CAM ERON—Chair, on a point of order: the witness has tried to respond twice to
the question and he is being interrupted each time. | think the witness is entitled to respond
effectively.

Senator HEFFERNAN—I want you to take it on notice.

Mr Pereira—The information you are after is in the portfolio budget statements and the
annual report.

Senator HEFFERNAN—Could you take it on notice and deliver it?

Senator Carr—Senator, the officer has drawn your attention to the page number and the
table. My reading of that table suggests it covers the detail of your question.
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Senator HEFFERNAN—Thank you very much. How much has IP Australia received as
income from its customers for the provision of its intellectual property services in each year of
the past 10 years?

Mr Pereira—I would have to take that on notice. | cannot answer it here.

Senator HEFFERNAN—In meeting the costs of IPAustralia’s operations over the past 10
years, what proportion of those costs have been met by the income derived from its customers?
You can take that on notice?

Mr Noonan—I can supply you with an answer to your first question, on the total income.
In 1999-2000, $74,687,000. In 2000-01, $79,169,000. In 2001-02, $82,931,000. In 2002-03,
$85,529,000. In 2003-04, $90,656,000. In 2004-05, $104,405,000. In 2005-06, $115,702,000.
In 2006-07, $127,996,000. In 2007-08, $145,122,000. And in 2008-09, $143,649,000.

Senator HEFFERNAN—How much of that income in each year is attributable to the
provision of intellectual property services by IP Australia related to or associated with patents
which claim as inventions isolated biological materials such as human and animal microbial
genes and proteins?

Mr Noonan—I will have to take that one—

Senator HEFFERNAN—God bless you. According to—
Mr Noonan—Excuse me, Senator—

Senator HEFFERNAN—You can takeit on notice.

Mr Noonan—We cannot actually provide that. This issue has arisen at a previous
committee hearing where our answer was that we were not able to pick out the particular types
of technologies—

Senator HEFFERNAN—I am sure you could if you wanted to.

Mr Pereira—Senator, the outcome structure and the output structure have changed
significantly over the past decade, so it is an apples and oranges exercise to do that.

Senator HEFFERNAN—You cannot define it?
Mr Pereira—I can defineit against the output structure asit is now.

Mr Noonan—Senator, your question was on particular technologies and patents. We are
unable to give you that information.

Senator HEFFERNAN—You do not know how much gene patent applications are as a
proportion of your budget? Righto. According to the IP Australia cost recovery impact
statement 2010, over 94 per cent of IP Australid s revenue is cost recovered through the sale of
goods and services, by which | understand is meant the income it receives for the provision of
IPrelated servicesto its customers. Isthat correct?

Mr Pereira—That is correct.
CHAIR—One more question, Senator Heffernan.

Senator HEFFERNAN—I will put the rest on notice. Of your costs in the cost recovery
impact statement, how much are attributable to legal costs incurred by IP Australia in the
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defence of and the support of decisions made by its examiners and officers in accepting or
rejecting patent applications?

Mr Noonan—For what year?
Senator HEFFERNAN—For 2009.

Mr Beattie—Can you clarify what you mean by ‘defending’ because we do have a pre-
grant opposition process and there are also court cases where the commissioner may need to
appear in order to explain procedures or practices. We normally do not attend court cases
which are between parties in relation to infringement or invalidity, but sometimes when the
commissioner is reguired to attend we do so, so which bit are you after?

Senator HEFFERNAN—In administering your set-up.

CHAIR—If that is answered, then that isit.

Senator HEFFERNAN—It is not answered. She wanted clarification.
CHAIR—Areyou clarifying?

Senator HEFFERNAN—Of the costs of administering and maintaining the Australian
patents system, how much is attributable legal cost incurred by IP Australia in the defence of
and/or in the support of decisions made by its examiners and officers in accepting or rejecting
patent applications?

Mr Noonan—Legal costs for the year to 21 April 2010 were $158,386.88.
CHAIR—I thank IP Australiafor coming in this afternoon.
Proceedings suspended from 1.01 pm to 2.00 pm

CHAIR—The committee will resume with the Department of Innovation, Industry, Science
and Research, the innovation and industry section, outcome 1. Minister or Mr Paterson, would
either of you like to make an opening statement?

Mr Pater son—I do not have an opening statement but | would like to correct information
on two returns to order that have been provided. They were filed by the minister but on the
information provided by the department. The latest orders that deal with grants and
appointments, which were supposed to be tabled prior to these hearings, were tabled but we
have identified 13 errors. It is exactly the same error repeated 13 times in that return to order.
A series of grants were listed for $7,400 and they should have been listed for $70,400. In each
case the minister has provided to the President of the Senate an amended single page for that
return, identifying those grants. They are all from the COMET program. That was provided to
the President this morning.

| think you can appreciate that there are a number of overlapping obligations that we have
here. There is the Murray order 192, the Minchin order 95 and the Commonwealth Grant
Guidelines. They all have different reporting times. They report at different stages in relation
to grants and they have different thresholds, so the potential for error is high. Our double-
checking after we identified the problems we had with the current return identified that there
were two grants that fell into the reporting period of 29 September to 18 January—that is, the
reporting period for the previous estimates hearings. There are two grants that were not
included in that report. They are both grants from the National Enabling Technologies
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Strategy. One is for $137,500 paid to the CSIRO and one is a grant of $55,000 paid to the
Australian National University. They have been reported on our website under the
Commonwealth Grant Guidelines but they were omitted from the previous return to the
Senate. The department is responsible for that, and we apologise. | want to bring those to the
attention of the committee up-front. So that is two from the last reporting period, and a series
which were all the same error from the current report. For the purposes of the current report,
we have tabled a correcting return.

Senator EGGLESTON—I would like to go back to the IP issue that we raised this
morning in order to clarify something.

Mr Pater son—We will have to wait a moment for the officers to come to the table. | am
hopeful we will have an answer to your question.

Senator EGGLESTON—This morning | asked about the provision in the new research
and development legislation which enables intellectual property rights or intellectual property
to be registered overseas. | was curious as to what impact that would have on Australian
industry in terms of rights and royalties and so on. Thisissue was raised by Cochlear Australia
who felt that it was all right to trial having intellectual property held overseas for three years
and then we should review it. | must say they were the only group that saw intellectual
property going overseas as a problem. Could you flesh this out for us and tell us what are the
advantages of retaining the primary registration of intellectual property in Australia rather than
overseas?

Mr Pettifer—I think you need to understand the context in which this particular provision
has been crafted. One of the key things to recognise is the global environment in which R&D
is conducted these days. Many companies would do a lot of their R&D here but they would
need to do some associated activities like clinical trials, for example in the pharmaceuticals
industry, overseas. It is also important to understand that the actual doing of the R&D itself
actually generates lots of benefits for the economy. There are lots of spillovers for the
economy from having R&D done here. It brings things like technology, skills, finance and
those sorts of things which are of very significant benefit to the economy. It can be all part of
developing clusters of excellence which are then important in terms of attracting overseas
investment. This was something that was recognised quite strongly in the Cutler report—the
Review of the National Innovation System. Cutler says:

The Pand has adopted the principle that all R&D expenditure undertaken in Australia should be
supported by the non-refundable tax credit. ... The Panel does not consider the focus on IP ownership is
appropriate given the global nature of R&D and the movement of global enterprises across continents
dependent on where the best environment exists, and in particular to gain access to capability, skills, and
markets. Firms undertaking foreign-owned R&D expenditure in Australia would be able to access the
non-refundable tax credit.

There are a few more references in there too. A number of other countries also do the same
thing. For example, the information that | have here indicates that the UK, Ireland, and Canada
al enable IP to be held by foreigners and benefit from domestic support schemes. That is the
broader context in which that is crafted. It is a recognition of the significant spillover benefits
that such apalicy has.
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Senator EGGLESTON—I noticed there you did not mention the United States or
Switzerland, for example, which do alot of pharmaceutical research.

Mr Pettifer—One of the things about the United States would be that the economy is so big
that the need to do things overseas is probably significantly less than in Australia. There is
quite a strong recognition around the world and in terms of the work that we have done that
suggests that the benefits that you get from attracting that overseas investment are very
substantial interms of your innovation systems, spillovers, skills and so on and so forth.

Senator EGGLESTON—Do you mean that with a mobile—if | might put it that way—
intellectual property right registration you attract more investment? There must be a reason
why it was seen previoudly at least that retaining intellectual property right registration was an
advantage.

Mr Pater son—If | could just clarify thereis, | think, a continuing area of confusion. Thisis
not about the registration of the intellectual property right. This is about until now the law in
relation to R&D tax support has required the beneficial ownership of that IPto be resident in
Australia. It is not about registering the right; it is about where the beneficial ownership is
held. If the beneficial ownership was held at the head office of a mgor international
corporation headguarters somewhere else in the world then it was not entitled to access the
R&D tax concession. Under the changes that the government propose work undertaken in
Australia will be able to access the concession notwithstanding the fact that the ownership of
that intellectual property is held in another country.

Senator EGGL ESTON—AII right; | understand that now. In other words, even thoughiitis
held overseas, the benefits can still be accessed.

Mr Paterson—The new R&D tax credit will be open to people undertaking work in
Australia on that intellectual property, where that intellectual property is held by the
corporation offshore. So if they are undertaking research and development in Australia they
will be entitled to claim the credit for that work undertaken in Australia, even if the ownership
of the outcome of that work resides at head office.

Senator EGGLESTON—I see. Why would you think Cochlear might think it was a good
ideato let this happen for only atrial period of three years?

Mr Paterson—We have not had an opportunity to go back over the context in which
Cochlear put their position forward. It is interesting that they are resident in Australia, so the
change for them, on that particular element of it—there are other changes that they would
benefit from—would have no particular consequence for them as a corporation.

Senator EGGL ESTON—They were very firmin that point of view. One of my colleagues
has sent me an email regarding Singapore Productivity and Innovation Credit. It says:

Currently only research and devel opment qualifies for additional tax deductions of up to 150 per cent
of expenditure. The government will introduce the productivity and innovation credit as a major
enhancement to spur a much broader range of innovative activities with more generous tax benefits. The
credit will cover six activities along the innovation value chain and only research and devel opment done
in Singapore. Acquisition of intellectual property, which | presume could be purchased from anywherein
the world, the registration of intellectual property, investments in design done in Singapore, spending on
equipment and software to automatic processes and workers training.
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That isreally not so different from our proposal. Is that the case, in the sense that it enables the
acquisition of IPand it gives benefits for research and development?

Mr Pettifer—I am not sure | got the totality of that question; my colleague may have. What
we are proposing is a much more attractive incentive to do R&D in Australia. | am not sure |
got the thrust of your question though.

Senator EGGLESTON—I was just comparing with this provision in Singapore. In
Australia now we are offering increased benefits for research rather than development, |
gather.

Mr Pettifer—No, | disagree.

Senator Carr—Senator, | think a number of statements have been made that are not
supported by the facts. One of them is the claim that has just been made there. The provisions
that we have in the matter that is before the committee are to provide support for research and
development. It doubles the level of support for small firms and increases the leve of support,
by one third, for large firms. This is within the funding envelope of $1.5 billion per annum.
Thisis the most significant measure of support that we have in an entire innovation arsenal—
$1.5 billion per annum. That is amost twice what we spend on the Australian Research
Council. So the claims about reduction in support are not true. We do not support those
assertions.

You compare it with the taxation regime in Singapore. You would want to look at the
context and you would want to look at the totality of what is being provided here. This is for
measures on terms of spending over and above normal everyday business activities. Thisisthe
equivalent of 150 per cent under the old scheme, but this is a tax credit—so it is cash. Thisis
going to assist companies dramatically who are facing problems with the banks. | am afraid
that the claims that are being made are not borne out by the facts.

Senator EGGLESTON—With respect, Senator, it might be fine to say that but,
nevertheless, alot of the evidence the committee has heard from various industry people—

Senator Carr—Wall, alot of the evidenceis also predicated—
Senator EGGL ESTON—isthat thereis an emphasis on research.

Senator Carr—It is generated by a few people who currently do the overwhelming bulk of
the claims. At the moment 100 firms are getting around 60 per cent of the total, that
equivalent, in this financial of $1.5 billion. The current scheme, which was a good scheme
when it was introduced, is in need of renovation. There are going to be alot of folk out there—
the 100 firms—that have a huge vested interest in keeping the current scheme the way it is. We
are actually in the business of helping the 8,000 firms that are currently registered—and |
would like to see a lot more firms. Given that we have two million firms in this country, the
fact that we have only 8,000 registered for the scheme strikes me as way short of what we
need to do as a country.

Senator EGGL ESTON—Mi inister, | think we are pre-empting the inquiry to some degree.
Senator Carr—I am sorry, but that is the nature of the question you asked.
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Senator EGGLESTON—It is to some degree—| agree. Nevertheless, there has been a
view that the emphasis has been on research rather than devel opment. But where | was coming
from in the beginning was to understand this issue about intellectual property. | referred to the
Singapore example because it provides for the acquisition of intellectual property and the
registration of intellectual property in Singapore. That was obviously seen as a benefit for
Singapore.

Mr Pettifer—Our scheme is about doing research and development. It isin the doing of the
research and devel opment that you get benefits to the economy.

Senator EGGL ESTON—We understand that.

Mr Pettifer—Can | just go back to the issue about it supporting research and not
development. If you read the definition for core R&D activities, it includes. ‘That are
conducted for the purposes of generating new knowledge, including about the creation of new
or improved materials, product, devices, processes and services.’ | would say that is absolutely
about doing development, and that is the policy intention.

Senator Carr—If you compare our position internationally, we have a report by KPMG
which ranks Australia as No. 1 in the world for incentives to actually foster research and
devel opment activity—as a result of this legidation. That is the commentary of someone quite
independent from government. They are putting us at No. 1 in the world on the basis of this
legidation.

Senator EGGLESTON—That is an opinion. A lot of people thought that a lot of industry
research is really related to production and innovation in those areas, and that is excluded
under this legidlation.

Senator Carr—That is just not true. That is the point | am making to you. Do not buy this
con job.

Senator CAM ERON—Not even the witnesses were claiming that.
Senator Carr—I understand that.

Senator EGGLESTON—They were in fact, but never mind. They were not speaking with
Scottish accents.

Senator Carr—The point isthat aclaimis different from a fact.
Senator EGGL ESTON—We will follow it through and see.

Senator COLBECK —There are claims and counterclaims, and we have to sort that out as
part of our process, Minister—which isthe point | think that Senator Egglestonis making. It is
an inquiry as much as anything else. There is acknowledgment that we are changing the
circumstances with respect to holding IP and we recognise, as you quite rightly said, Mr
Pettifer, that it is a global circumstance. Perhaps the minister might like to comment on this
rather than asking you to make the comment. In the circumstance where Singapore appears to
be placing encouragement—and that is what their measures look like they are; they are not
regulation but they are actually incentive or encouragement for the IP to be held in their
country—I think it is legitimate in the context of this overall debate to question the
circumstance where they look like they are trying to encourage more P to reside in Singapore
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and yet the changes that we are making are going in the opposite direction, It is a matter of
assessing a balance on that for us. That is why we are asking the question.

Senator Carr—It is a policy question. All | can say to you is that it is the government’s
intention to improve the level of benefit for small and medium size firms and for firms that are
undertaking genuine R&D.

Senator COLBECK—I understand the intention, Minister. | am just asking about the
holding of IP. We are often criticised in government, whoever it might be, for allowing our 1P
to disappear offshore. Whether or not that criticism is valid is another question, but that is a
criticism we receive.

Senator Carr—I understand the point you make.

Senator COLBECK—So we are putting you to that this is what Singapore is doing and
that we are moving in a different way and we are asking you what the justification is in your
sense from that?

Senator Carr—What | am saying is that the KPMG report, Competitive alternatives 2010,
says.

Comparing the TTI rankings of countries—

Senator COLBECK—When was the report rel eased?

Senator Carr—I will get you a date for that, but we made public comment on it today.

Senator COLBECK—I do not think the committee has seen it.

Senator Carr—We are more than happy to provide you with a copy—

CHAIR—During our public hearing on thisbill, it was alluded to. It was mentioned.

Senator Carr—I have been asked a question. | will try to answer it. The report says.

Comparing the TTI rankings of countries in 2010 to 2008, the most dramatic change is for Australia,
moving up from fifth placein 2008, to first in 2010. This changeis a result of Australia adopting a new
R&D tax credit system as of July 1st, 2010, that is refundable for corporations that meet defined revenue
limits.
| can cite that study as evidence for my conclusion that our proposals are actually superior.

Senator COLBECK—The analysishy KPMG?

Senator Carr—You asked me what the basis was for my opinion; thereit is.

Senator EGGL ESTON—It was an inquiry. Cochlear felt it should be a only a three-year
experiment. The question was why was this scheme by Cochlear so crucial ?

Senator Carr—We will ook at that. The question is: will the system be reviewed in three
years? Obviously, there will be recommendations from the committee about the need for future
review. We will have a look at whatever recommendations the committee looks at. We take
these things seriously. We would not be putting a bill of this importance to the parliament
otherwise. Given the statements we made in the previous election, given the inquiry that was
run which had a massive number of submissions on this very question and given that thisis
now the third level of consultation—two draft bills and a Senate i nquiry—we are determined
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to press ahead with this matter. It will be in the Senate, | understand, for the June sittings. We
are proposing a start-up date of 1 July.

Senator EGGL ESTON—We know that, Minister.

Senator Carr—TFor individual companies that means a very big increase in opportunities.
That is the question the committee will presumably assess when they make the report to the
chamber.

Senator EGGLESTON—We will. That question of consultation is one that has been raised
several times, and quite a lot of people have in fact complained about short time frames for
consultation. That is an issue that perhaps | would like to ask you about. Why is there such a
rush? It is important legislation that could be devel oped over the following year and all those
problems could be fixed.

Senator Carr—This is a budget measure. It starts on 1 July this year. It is doubling the
benefit to small firms and increasing the level of support for large firms by one-third. The
question | put back to you is: why would you delay it?

Senator EGGL ESTON—You would delay it because alot of industries and companies—
Senator Carr—Why would you delay it when it is such a patently good thing for firms.
Senator EGGL ESTON—see problemsin thislegidation.

Senator Carr—The government’s position is that it starts on 1 July. We want to ensure that
companies have access to that benefit from 1 July. If the Senate committee takes the view that
they should not get access to it, no doubt they will explain their reasons. But | ook forward to
public debate on why you are denying firms opportunities to double their benefits from 1 July.

Senator EGGL ESTON—The Senate committee is still considering its position, of course.
Nevertheless, a lot of witnesses have made complaints about the lack of time available for
consultation. That has been a bit of a characteristic of the Rudd government over a number of
pieces of legidlation. There has been little consultation and a great rush to get various pieces of
legidation in place. Sometimesit is best to make less haste and take a more considered role.

Senator Carr—This was a matter that was committed to at the last eection. This was a
matter that was the subject of the inquiry—the innovation reviewv—of which, as | said, there
were hundreds of submissions. This is a matter that was the subject of draft legislation last
year and a subsequent piece of this year. | will ask one of the officers to comment on the
number of firmsinvolved. The Senateinquiry provided further opportunity for discussion. The
question you would be asking is not, ‘Why has there been so little consultation? because that
is patently untrue, but, ‘Why is there such a campaign by such a small number of consultancy
firms—half a dozen firms—that control claims that are well in excess of $1 billion per
annum? The question is: should we cave in to vested interests? | say we should not.

Senator EGGLESTON—I suppose that is one point of view. The other point of view is
that we should provide full consideration to the issues involved and the problems that people
have seen in this legislation. There really does not seem to be a valid case for rushing such an
important piece of legislation against the voiced concerns of industry.
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Senator Carr—It is not a rush. You have had 2Y2 years to implement a proposal, which is
hardly what | would call a rush. | will ask one of the officers to indicate exactly what the
consultation process has been.

Senator COLBECK—Wasn't it announced in the budget last year?
Senator Carr—That isright.
Senator COLBECK—So it is not 2% years.

Senator Carr—No, but we announced our intention to do this at the last € ection. We have
had a full-scale innovation inquiry into the matter. We have had two draft rounds of legislation
plus a Senate inquiry.

Senator COLBECK—The first one dropped just before Christmas and the second one
dropped just after Easter.

Senator EGGL ESTON—A few weeks ago, yes.
Senator COL BECK —We understand that; that is fine.

Mr Pettifer—There has been a huge amount of consultation on it. Following the budget
announcement, the department and Treasury had preliminary consultations with industry
before the consultation paper was even devel oped. The consultation paper was then put out.
From late September onwards, 550 people attended consultation sessions all around the
country. There was the first exposure draft legislation, and 131 submissions were received.

Senator COLBECK—Which arrived just before Christmas.

Mr Pettifer—Well, 131 submissions were received on that, and the submission period
closed on 5 February. Then there was the second exposure draft, and there have been 54
submissions on that. As well as those formal processes, though, we have had detailed
consultations with a number of players in the industry on this. There has been a lot of
consultation on this.

Senator COLBECK—There have been a lot of meetings, | accept that, and | will
acknowledge that the government made some significant changes—or changes—from the first
exposure draft. Changes were made to the legidation following the first exposure draft and the
discussion we had here at estimates in February, so | am happy to acknowledge that there has
been some movement on the legidation. There are still, though—as you acknowledge,
Minister—some concerns within the industry about certain elements of it. | do not think it
would be fair of meto say that industry is unhappy with all of the measurein the legislation.

Senator Carr—Someindustries, Senator—I think you should be accurate.

Senator COLBECK —There are certain concerns about certain elements of it. Timing is
certainly one, particularly when the department told us at the hearings the other week that
information and educational information on the program will not be available until July—after
the scheme starts. Surely it would have to be a concern to the government—but maybe it is
not—if information on the operation of the scheme is not going to be available to industry
until after it starts.

Senator Carr—That is not right. The information is available now. | will let the officers
speak for themselves, but | do not think that is a reason for delay. Some sections of industry
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are going to campaign against what they perceive to be a change in their circumstances. That
is not unusual with tax legislation; it is certainly not unusual in this area of R&D policy. A
good change does not necessarily mean that every single person has to agree with it. That is
not a measure of success of government policy; a measure of success is whether it stands up to
the weight of evidence. | think the evidenceis very, very strong in support of the government’s
position, and | intend to pursueit through the chamber.

Senator COLBECK—You are entitled to that view, and the committee obviously will
consider itsview.

Senator Carr—That is why | ask one of the officers, if you have made assertions about
what they have said, to address them.

Mr Peel—Asthe minister hasindicated, it is difficult to provide people with information on
the new program until the legislation is actually passed by the parliament.

Senator COLBECK—I accept that.

Mr Peel—That is not scheduled to happen or to come into effect until 1 July. Auslndustry
does, however, have a plan for detailed information sharing with potential registrants for the
new tax credit. We are already behind the scenes preparing all the documentation for that,
which may need to be amended if there are amendments as the legislation goes through the
parliament.

Senator COLBECK—I understand that that would be the process.

Mr Peel—They also do not claim the tax concession until 12 months after—or they have 10
months from the end of the financial year to claim the new tax credits—so there is a fair bit of
time before they need to put in aclaim.

Senator COLBECK—Perhaps my recallection is wrong, but | was certain that we had
some discussion, at our hearing a couple of weeks ago, about the desirability or otherwise of
not having the information available until after 1 July. | accept the processes that we are
talking about. | have no issue with any of that, because that is asit is. Theissuesis that we are
right up against the implementation date, potentially, with the passing of the legislation
through the government’s processes, and that is one of the issues that makes it difficult to
provide the information prior to the commencement date of the measure. We have asked a
number of people about this, and they have also expressed their concern, especially about their
decision-making processes and what they are going to invest in their R&D. | think that is a
reasonable basis for us to ask questions about the i mplementation timetabl es.

Senator Carr—If we assume the parliament agrees that this legislation be passed into law
and we assume that claims can be made as of the end of the financial year and 10 months
thereafter—that is almost two years after the start date of 1 July. In most taxation law changes,
there is an announcement and then the legislation is dealt with in the chamber. Thisis actually
most unusual, in the sense that there is so much consultation about changes to taxation law. It
is because this is such important |egislation that we have given this matter so much attention in
terms of our consultation processes.

Senator COLBECK—We might just have to agree to disagree in respect of some of those
issues—that is fine; that is part of the deal. Of course, the committee will consider itsreport in
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due course. | just want to go back to you, Minister. You actually have not addressed the issue
that Senator Eggleston and | both raised in respect of IP. | accept what you are saying in
respect of the overall assessment of the report, but | would like you to respond to specifically
to the question of the different approaches that we are taking versus the approaches that
another country is taking at the moment. | am just asking you to put a rationale on the table in
respect of that specific issue. You have talked about the KPMG report and that is taken—I will
have a look through that and | can read that myself—but | am interested in the IPissue. It has
been raised by Cochlear, which is quite a prominent company, and we have evidence of
different approaches being taken. | am asking you just to—

Senator Carr—Yes. | will try to answer your question. Cochlear have asked for the matter
to be reviewed in three years time. That is a matter the committee will make recommendations
on and the government will consider their report. In general terms the beneficial ownership
test is a change we have made, which | have championed for some time. | used to take the
view that you had to have the IP held in Australia otherwise we would be losing something;
but, after careful consideration and looking at all the evidence that | could see, | have
personally come to the view that, given the nature of international business and international
investment, we were actually inhibiting our opportunities for R&D work to be undertaken in
Australia by maintaining that old provision. The officers here have referred to the case in the
pharmaceutical industry, where it was actually an impediment to the growth of our capabilities
in Australia. | think it is more important to maintain and develop the capabilities here—the
actual research, the employment of the scientists, the employment of people in the labs—than
it is to say, ‘We own the IP’ On balance, the weight of evidence has come before the
committee to sustain that view.

Mr Pettifer—In a sense, there may be a bit of confusion around this. There are very
substantial benefits that we have talked about in actually doing the R&D. There are very
substantial spillovers from doing that, and that is what gives an economic justification for
providing support to it. Another issue is: where do you explait the IP? If you have to run a
competitive economy to exploit the IP, having a strong science and technology base,
undertaking lots of research and devel opment activity, devel oping clusters of excellence are all
important in terms of attracting investment to actually exploit the IP and build new businesses.
In that sense, it does not matter who owns the IP. The issue is attracting the investment into
Australia, because we are an attractive place to do business because you can access skills, you
can access networks and all of those sorts of things. A lot of that comes from doing the R&D.

Senator COLBECK—The advantage, though, of owning the IP would be the revenue
stream, if there was one, that came from that.

Mr Pettifer—Hopefully, a lot of the revenue streams that come at the end of the day come
because we are employing people, we are generating exports, we are generating income and all
those sorts of things.

Mr Pater son—The point has been made in passing in relation to the pharmaceuticals sector
that there is global consolidation going on, as you would be aware, and that many of those
global pharmaceutical companies, headquartered either in the United States or somewhere in
Europe, own all of their intellectual property at head office, so they hold al of the intellectual
property for the corporation. Wherever it is developed, they hold the ownership of that
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intellectual property at head office. If we ignore that reality and say, ‘ You have to hold it in
Australia,” then we will not be encouraging those pharmaceutical companies to pursue
research and development in Australia. We will be denying them access to the benefits that
would flow. That is one of the reasons that was persuasively put through the review processes,
and has been consistently supported since that time, for removing that restriction. Yes, there
are strong encouragements in the variety of programs that we support and in the nature of the
registration processes for intellectual property to be developed in Australia and held in
Australia. So there are dual encouragements. This is not saying we should ignore devel oping
R&D in Australia and holding the ownership of that R&D in Australia; it is saying do not deny
yoursdlf access to the research and development that may come because the ownership of the
corporation happens to be resident in another location.

Senator Carr—If | can amplify that: the point of our scheme isto actually encourage small
and medium sized enterprises to change their habits of thought and their patterns of behaviour.

Senator COLBECK—I understand that is the stated intention that you have.

Senator Carr—But, by the same token, we are not saying to the big end of town: ‘Don’t do
work in Australia’ | think that the present arrangements were actually limiting our capacity.
Firms would say, ‘We won't do the work there because we can't get any benefit under the
schemes; we'll do it elsewhere where we can get a higher level of benefit, such as in
Singapore.” That is one of the competitive advantages that Singapore was developing for itself.
We are changing the arrangements to actually encourage that capacity to develop here. The
whole scheme is about building capacity.

Senator COLBECK—I understand your stated intentions, and | appreciate the fact that
you have now actually put something on the record in respect of IP. That is all | was asking
for. There are some reasonable rationales there, and now that there is something on the record
people can look at it and make a judgment one way or the other. There has been some
discussion and some allegation about certain specific projects that were gaining access to the
current regime, specifically ‘whole of mine'. There was a discussion about a building where an
innovative air-conditioning system allowed a significant claim with respect to the rest of the
fabric of the building. Of those three or four examples—and they are pretty much on the
public record—how many of them were actually disputed or under challenge by the
department? The claim has been made by a number of people that those things should not have
received support—and | do not think there is necessarily any disagreement about that—and
that they did not or should not have fitted within the existing guidelines. | want to get a
sense—

Senator Carr—I will ask the officers to comment on the details. Can | say in the policy
sense that thisis not a case of just one or two. | just make that point to you. Thisis not just a
couple of aberrations. What you have is a very good scheme when it was created but that over
time has been altered as a result of a whole series of administrative practices brought on by
judicial interpretations. So it has been distorted.

Senator COL BECK—AIthough there has not been any judicial interpretations for—

Senator Carr—There have been. | will let the officers deal with that in a minute. | am
making the point to you—
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Senator COLBECK—If they could make a note to really work on that point.

Senator Carr—I do not use the term ‘whole of mine'. There iswhole of project. Thisisan
example whereby people are claiming as R&D stuff that is clearly not R&D; it is normal
business activity. The case of a road has been used in examples of that type of major project.
There have been cases in the financial system of people claiming their normal IT expenditure
as R&D. There are a whole series of activities and some of them have involved hundreds of
millions of dollars. But it is not true to say that thisinvolves just one or two isolated cases.

Mr Peel—The cases that you are referring to—for example, the building case—are actual
cases that we have uncovered through our compliance activities. While we would agree with
you that those claims should not be allowed; nonetheless, our compliance activities are
undertaken after the company has registered for the tax concession and after it has received the
benefit. So what we are attempting to do in those cases is to claw the money back for the
taxpayer, but the companies have actually claimed and got the benefit because the tax
concession is a self-assessment scheme, just as you do with your own income tax return. If you
are unlucky, you will be picked up by the tax office and they will do a check on you. It isthe
same with the R&D tax concession. We do not have the resources to audit every one of the
7,7800 claims. But we do audit a number—

Senator COLBECK—It is up to about 10 per cent. Is that correct? It is about 700 now, or
isit theintention to go to about 700?

Mr Peel—We are doing, say, 300 or 400 at the moment. We are going to increase it to over
700 this year and take it up to over 1,000 the year after that. We have been given additional
resources to help us to do that. The claims that you are referring to are actual cases. We have
made them anonymous. We have not betrayed any confidences or confidentiality, but people
have claimed those things, received the benefit and we are now looking at them to try and get
the benefit back. And, of course, they are challenging our challenging of them, if you like.

Senator COLBECK —That was the point | wanted to make. Obviously, they have been
discussed as part of the scrutiny process of the | egislation. There have been claims about them
made from various perspectives. What | was looking to see—and it is one of the issues that has
been raised several times—is whether there is general agreement that those sorts of claims
should not receive the benefit of these measures, either the current ones or the old ones. | was
trying to find out whether a process was going on to deal with them, given that the general
consensus is that they should not or do not fit within the principles of the scheme. That,
therefore, indicated to me that there was some general acceptance of that. | aminterested in the
minister’s comments that they have effectively occurred—

Senator Carr—As| say, these are matters that are subject to legal dispute.

Senator COLBECK —That is why | am not trying to go into any specific detail. | am not
asking any questions about that.

Senator Carr—I amjust making the observation, Senator.

Senator COLBECK—It was purdly to establish whether there was some pursuit of these
things under the current guidelines. | just wanted it to establish that.

Senator COLBECK—None of us are; | think that is fair enough.
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Senator Carr—So the question is: what is a legitimate claim and what is not a legitimate
claim? That is the fundamental question that we have to come to terms with. In my view, given
the growth in expenditure that has occurred in this particular area—and it has doubled in the
last couple of years—you have to make an assessment as to whether or not you think the level
of genuine R&D investment has doubled in that length of time. It poses ancther question: are
claims being submitted that are not legitimate? Under the current way in which the law is
interpreted, people are able to do this. We want to make some changes because if you do not
do the changes then the whole scheme becomes unsustainable, the whole process is brought
into disrepute. In my judgement, | would be negligent not to act and take action if | knew this
was going on, had responsibility for the administration of this program and held it in the
regard that | do. That is what we have done. We have moved it from a system of deductions to
a system of credits. We are doing it within a funding envelope, as | say, of $1.5 billion a year.
That is the revenue-neutral arrangement we have struck given the budgetary circumstances.
We are not cutting it; we are maintaining it. In fact, we are increasing the level on previous
assessments. But we want to do it on the basis that there is genuine R&D undertaken. In that
process there are going to be some squeals. There are going to be winners and there are going
to be losers. It is the nature of reform that the winners usually say very little and the losers
scream like stuck pigs. What we are going to do, though, is press ahead with this. We will put
it to the chamber and argue it out.

Senator COLBECK—That is fine, but the point that | was wanting to make is that the
whole context of this comes around to definitions. That is what the argument is about and that
iswhy the debateis as it is. | have conceded as part of my commentary, if you want to call it
that, during this debate that there are measures within this new bill that almost everyone is
happy with, including some who are criticising other specific elements. So it is not a blanket
opposition; it is an opposition to certain dements of the legidation from those that are
criticising it.

Senator Carr—I am pleased to hear that. It is the first time | have heard an opposition
senator say that.

Senator COLBECK—That is how | read the evidence. What | also wanted to clarify was
that even under the existing definitions, given that that is what the basis of the argument is
about, there is also general agreement about the disputed claims. We have now established
they are being disputed—those that are known of and have been audited, and there may be
others in the system that have not been picked up, and let us accept that. There is also general
agreement across all of those who are supporting and opposing the changes that they should
not receive support under the current guidelines. The current definitions should also exclude
support.

Dr Edwards—The two that you specifically talked about have claimed and have received
the benefit. We are in the process of auditing. Their specialist R& D consultant and the firms
believe both those claims meet the definition of R&D and are opposing any move by us to
claw the money back.

Senator COLBECK—AnNd of course you will deal with that through the appropriate
process.
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Senator Carr—This is not the only reason we need to change the arrangements. The draft
legidation is being pursued for arange of purposes to actually lead to an improvement. We do
want to refocus the effort. We want to change attitudes because the fact is that in this country
our R&D performance is bloody awful. We have to double our efforts overall over time. One
of the ways of doing that isto change the way in which the incentives are organised.

If we are to maintain our place vis-a-vis our competitors, given that so many countries in
the north of Asiaand in Europe are outperforming us dramatically, then the policy rationale for
this goes beyond just the question of stopping dubious claims. It actually goes to the
fundamental motivations about how we develop an innovative economy, how we actually
change people's behaviour and how we change their attitudes about making sure that their
businesses in this country are able to remain competitive and provide those high-skill, high-
wage jobs which | believe everyone in this room would aspire to.

Senator COLBECK —That is all very well, and | know that it is not just about one thing.
But the definitions are being considered carefully from a certain perspective. They have been
criticised from a certain perspective, including by people who support other elements of the
legidation. They form a fundamental part of the disagreement. There has been some very
credible evidence given to us in relation to those definitions. Of course, the committee will
deal with that in due course, when we hand our report down in the next week or so.

Senator Carr—And that will be the opportunity to discuss amendments.
Senator COLBECK—AnNd then we will deal with it as part of the legislative process.
Senator Carr—That isthe normal legidative process.

Senator WILLIAMS—I refer to the line item ‘Small Business Advisory Services on
portfolio budget statement page 31. The forward estimates in last year’s budget had $10.2
million expenditure but in this year’s budget it is $5.4 million. Where are the cuts being made?

Mr Peel—Thereis not a cut being made in that program. What we have done is borrowed
some money from another program so we can make about $4 million or $5 million worth of
payments this year; we then need to repay that money next year. It looks in the budget papers
asif it has been reduced, but we are actually paying that money this year, rather than next year.
So the same amount of money is going out of the door.

Senator WILLIAMS—I am just concerned about regional offices being done away with.
There will not be any closures of regional offices as far as the Small Business Advisory
Services Program goes?

Mr Peel—No. We are honouring all of our contractual commitments under that program
fully. Really we are funding business enterprise centres under that program. Regional offices
of Auslndustry, if that iswhat you are alluding to, are not affected at all in the budget.

Senator WILLIAMS—What is their forecast in the forward estimates?

Mr Peel—They have been funded till the end of the next financial year. We have just
completed an evaluation of those regional offices of Ausindustry, and we will be looking to
put some proposals to the government in the next budget as to the future of those offices. But
that report has not yet gone to the government, so | probably should not comment any further
onit.
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Senator WILLIAM S—I ask because | believe they do a good jab.

Mr Peel—They are reported quite extensively across regional Australia by a number of
their stakehol ders as doing afirst classjob, yes.

Senator WILLIAM S—Wonderful. | would also like to ask about the LPG Vehicle Scheme.
The budget this year is $105.3 million, which | guessis for subsidies for conversion of private
vehicles to gas, but in 2011-12 the amount you expect to hand out is $74.5 million and in the
following year, $50 million. Is it because of the excise tax on LPG that you expect less
demand for these conversions?

Mr Peel—We believe there are two fundamental reasons why there has been a drop-off in
demand for the program. One is that the petrol prices have stabilised over recent times. When
the program was first introduced, petrol prices were very high.

Senator WILLIAMS—So are you saying you are not seeing as many conversions these
days as what you did three years ago, when we had the extreme fuel prices?

Mr Peel—That is right. Also, in the early days of the scheme, we brought forward money
from future years to the early years. When you look at the budget papers, you can see those
amounts are decreasing because we have already spent it earlier on. Fundamentally, we are
seeing a drop-off in demand, and we believe that is essentially due to the rdative price of
petrol compared to when the scheme started off. Also in the budget before last, the government
introduced some reductions in the benefit that is available for conversion to R&D, so that is
probably playing apart as well, although we think that is probably playing a very small part in
the demand.

Senator WILLIAMS—Looking at the price of fuel, | think we saw a peak of about
US$138 a barrd during the so-called boom time, down to around US$72, US$73, and
basically fluctuating between US$70 and US$83 a barrdl. If we see the world come out of the
global financial crisis and things start to move along again, wouldn't you expect the price of
oil to go up substantially?

Mr Peel—I am not really qualified to comment on that; | am sorry.

Mr Paterson—I was just going to say the same thing. We do not make comments or
predictionsin relation to the price of ail.

Senator WILLIAMS—If we see an increase in the price of oil and hence the price of
petrol and diesel in the forthcoming years, have you budgeted at all for perhaps more people to
go on to conversions to gas?

Mr Pater son—We are administering this program within the overall budget profile from
end to end. As Mr Ped has already indicated, the early demand in the scheme meant that we
brought money forward from the out years to pay for the demand at that time, and we are
managing the program consistent with the profile that remains within the program.

Senator WILLIAM S—Wonderful.

Senator PRATT—I want to return to the topic of R&D tax credits, because | think what the
minister outlined was a movement in Australia’s place in R&D tax competitiveness. | also
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want to know what the implications of this move might be for Australia’s overall tax
competitiveness.

Mr Pettifer—I did not get all of your question. Were you asking about our more general
situation in terms of competitivenessin relation to tax in the KPMG report?

Senator PRATT—No, because that would not necessarily be a question for this
department. As | understand it, this tax credit has some influence on Australia’s overall
standing in tax competitiveness in broader terms.

Mr Pettifer—Yes.

Mr Pater son—The KPMG report, of which we provided a copy to Senator Colbeck earlier,
concludes on page 4:

Australia’s rank does not change—remaining in fourth place—but it sees the second largest decrease in
TTI among the countries studied. This improvement is largely due to changes in Australia’'s R&D tax
incentivesin 2010 ...

So the overall ranking onthe KPMG analysis was that our overall tax competitiveness remains
the same but the single biggest change in the whole report was their change in relation to
assessment of Australia relative to the changesin relation to the R& D tax credit.

Senator PRATT—Thank you. What are the implications of attracting international
investment based on these kinds of findings, noting of course the changes in IP where that
intellectual property can also be held overseas?

Mr Pettifer—Was your question: what are the implications of being able to attract that
investment?

Senator PRAT T—I would assume that they are positive—
Mr Pettifer—Yes, absolutely.
Senator PRATT—but | want to know what the department’s understanding of that is.

Mr Pettifer—Yes, there are two implications, | suppose. There are the ones we have talked
about already in terms of being able to attract skills, finance and technology as part of those
research and development efforts. It helps then to create clusters of expertise in the economy,
which can be a very attractive influence on securing new investment. That is the R&D. Then,
to the extent that you can secure the investment and generate new business, if you like, from
the commercialisation of the R&D, that generates itself—jobs, exports, new income for the
country—so there are very significant benefits.

Senator Carr—Senator Pratt, the assumption that has been made here is that, because it is
more consistent with international best practice, it should attract additional support from
international investors because they are dealing with a scheme they are much more familiar
with.

Senator PRATT—OKay; that makes sense to me. | wanted to ask about a specific project
relating to assisting the Australian book industry to adapt to the changing digital age. |
understand that a Book Industry Strategy Group has been established. Could you give me an
update on that group’s purpose, activities and where it hopes to be at the end of its program?
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Mr Fearn—The Book Industry Strategy Group was announced on 9 April and we will be
having the first meeting of that group on 1 June—tomorrow.

Senator PRATT—What are the objectives of the group in terms of where you might hope
to bein 12 months time?

Mr Fearn—Essentially presenting a report to the minister on strategies to look at the
efficiencies and opportunities of the book supply chain.

Senator PRATT—What are the current challenges that need to be overcome which this
group is seeking to address?

Mr Fearn—The challenges relate to the impact of the digital book industry on our book
production industry and certainly on the opportunities that could arise out of that for us and
how we address those challenges, particularly the implications of e-books.

Senator PRATT—So it isan issue of getting books to market and Australian—

Mr Fear n—It is much broader than that, certainly looking at a whole range of areas along
the book supply chain, from authorship all the way through to retailers. We have members
from all aspects of the book supply chain on that group, including printers, authors, retailers
and publishers. The ideaisto look at the efficiencies of that supply chain and how it may take
advantage or address the challenges of the digital books that are coming in through platforms
such as Amazon and e-books.

Senator PRATT—It is pretty apparent that that supply chain is evolving pretty quickly in
the current climate. Are we confident that we can get through these changes keeping the
Australian book industry in tact and growing and thriving?

Mr Fearn—That will be the aim of the group. It is certainly a challenge in the program
over the next 12 months. We have done a fair bit of work in the secretariat to look at a clear
program of activity to try to ensure that we do cover all aspects of the terms of reference.

Senator PRATT—Can | ask how Australians and stakehol ders with an interest in the work
of this group can be involved?

Mr Fearn—There are several aspects to that. We will be looking at putting to the strategy
group for agreement tomorrow the issue of using workshops as a mechanism. We will be
looking at submission processes for people who have interest and we are going to go and do
some direct consultation with key playersin that area.

Senator PRATT—Will you be visiting all states?

Mr Fear n—We are currently looking at where the series of workshops will be held. That is
to be confirmed at this stage, but we are looking at visits along the east coast as a minimum.

Senator PRATT—I have got another set of questions reating to the Sted Supplier
Advaocate and | wanted an update on the progress of work there.

Senator EGGL ESTON—I just wondered if the minister might assist us by letting us know
how much is being spent to establish the Book Industry Strategy Group.

Mr Fearn—At this stage we have four officers as part of the secretariat that has been
engaged to look at the strategy group. Funding for consultancies and other arrangements will
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be considered by the meeting of the strategy group tomorrow. But we have actually done one
contract for $15,000 to look at digital platforms.

Senator EGGL ESTON—What was the composition of the group? Who is represented on
it?

Mr Fear n—The composition is posted on the department’s website and consists of people
from Melbourne University Publishing, the Printing Industries Association—

Senator EGGL ESTON—From which association?

Mr Fearn—The Printing Industries Association of Australia; also, the Australian
Manufacturing Workers Union, the Australian Campus Booksellers Association, Tantalus
Media, McPherson's Printing Group, REDgroup Retail, Gleebooks, Macmillan Australia
Group, Copyright Agency Limited, Australian Society of Authors, the President of the Small
Press Underground Network Community, McGraw Hill, and Media, Entertainment and Arts
Alliance.

Senator EGGLESTON—So that is quite a broad group. How long will they have to make
their recommendations?

Mr Fear n—Twelve months from the first meeting, which is tomorrow. So in 12 months it
will be 1 June 2011.

Senator EGGLESTON—Whoisthe chair?

Mr Fear n—Barry Jones.

Senator EGGL ESTON—What is he being paid? Or is he on aretainer for this?
Mr Fear n—3$615 a day, exclusive of GST.

Senator EGGLESTON—Is this for the whole of the year or is it just when he is engaged
in work or associated with it?

Mr Fearn—He will be engaged on the basis that we are planning about six meetings. It is
likely to be six meetings plus a day’s preparation and there may be some ad hoc requirements
for workshops or other consultations.

Senator IAN MACDONALD—How many are in the total membership of that group?
Mr Fear n—Fourteen, | understand, plus the chair.

Senator IAN MACDONALD—How many of them are representing unions?

Mr Fear n—Two.

Senator IAN MACDONALD—Can you just repeat those?

Mr Fearn—The Australian Manufacturing Workers Union and a representative from the
Media, Entertainment and Arts Alliance.

Senator IAN M ACDONAL D—Are the board members paid a per diem amount as well?

Mr Fearn—No, they are covered for reimbursement of reasonable travel expensesto attend
the meetings.

Senator IAN M ACDONAL D—Where does the council normally meet?
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Mr Fearn—Tomorrow’s meeting will be in Canberra and then it is likely to be either
Melbourne or Sydney.

Senator IAN MACDONALD—Do they changeit around, do they?

Mr Fearn—That is right. We will have a schedule that will probably rotate between the two
locations since most of the members are based in either Melbourne or Sydney.

Senator IAN MACDONALD—Isit alwaysinAustralia?

Mr Fearn—That is right.

Senator IAN M ACDONAL D—Does the council involve any overseas work at all?
Mr Fearn—Not at this stage.

Senator IAN MACDONALD—Not at this stage but it could, though?

Mr Fear n—The meeting tomorrow will determine the work program and agreetoit. It may
change over time as people decide they need to look at other issues or consider other elements
of the book supply industry.

Senator IAN MACDONALD—There was a very well publicised cabinet decision on the
book industry. | think it might have been before the last estimates committee. Was this dealt
with then?

Senator Carr—Sorry, what was the question?

Senator IAN MACDONALD—I said there was a well publicised cabinet meeting on the
importation of books.

Senator Carr—I don't know how publicised the cabinet meeting was. What do you want to
discuss?

Senator IAN MACDONALD—My first question was whether this was dealt with at the
last estimates.

Senator PRATT—This is unrelated to that decison. | do not quite understand the
connection.

Senator Carr—I do not recall aquestion onit.

Senator IAN MACDONAL D—The first question was: was this issue dealt with at the last
estimates?

Senator Carr—I have just said to you that | do not recall a question on it at the last
estimates.

Senator IAN MACDONAL D—Could you repeat what the role of this council is?

Mr Fearn—It is to facilitate the adjustment of the Australian book industry in the digital
environment. Digital e-books are certainly a major challenge for the printed book, and we are
looking at the efficiencies and what strategies may need to occur for the whole book supply
chain with the increasing presence of digital—

Senator Carr—Would it be helpful if we tabled the terms of reference for you?
Senator IAN MACDONALD—No, that isfine, thank you.
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Senator Carr—The aim of the group is to work with industry and the government to
develop a comprehensive strategy for securing Australia’s place in digital books, and also to
ensure the Australian book industry is more efficient and globally competitive. So it goes
beyond just the question of digitalisation; it goes right through the whol e supply chain.

Senator PRATT—And the viability of our creative industries.

Senator IAN MACDONALD—Do | understand correctly with digital books that they are
books which are available electronically as opposed to in hard print? Is that correct?

Mr Fear n—That is correct.

Senator IAN MACDONALD—What strategies does the government have to ensure that
Australian authors are not swamped by international authors? Or isthere a strategy?

Mr Fearn—The aim isfor the strategy group to come up with the strategies and to provide
areport to the minister.

Senator IAN MACDONAL D—Okay.
Senator Carr—Perhapsif we table the terms of reference they will cover your inquiries?

Senator IAN MACDONALD—If you are keen to do that, that may help me, and shorten
the—

Senator Carr—Chair, we table the terms of reference.
CHAIR—That would be very helpful, thank you.

Senator IAN MACDONALD—While that is coming; | do not want you to pre-empt the
work of the committee, but how do you ensure what Australians read electronically, when the
world is such a small place these days? How do we support the Australian writing industry
when thereis—

Senator Carr—Theterms of reference go to:

6. (8) How business models are likely to change in the digital environment; (b) how this is likely to
affect business models for printed books; and (c) what can be done to facilitate these changes.

The committee will also be making recommendations to government on:

7. Opportunities for the Australian book industry to participate more actively in the global marketplace
for printed and digital books over the next decade, including by creating, adopting, and using new
technol ogies.

So there is ample scope within the work of this committee.

Senator IAN MACDONALD—What you are really saying is that | am asking you
questions now that are therole of this committee to have alook at.

Senator Carr—The purpose of the committee is to provide advice to government on what
policy framework we can devel op to meet the emerging environment.

Senator IAN MACDONAL D—So there is not a policy position of the government at the
present time?

Senator Carr—There is a range of issues that we are taking at the moment. This is an
evaluation of the current circumstances that we find ourselves in, and what actions can be
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taken to facilitate the growth of this industry. At the moment estimates on the growth in the
market for digital books vary, but as | understand it they are less than one per cent of salesin
the United States and considerably less than that in Australia. Nonethel ess, we are in a position
of looking at what new technologies are likely to do to the way in which this industry
develops. This is an important industry for Australia, and important insofar as many tens of
thousands of Australians are part of the creative process and the production process to actually
ensure that thisimportant industry is sustained into the future.

Senator IAN MACDONAL D—Thanks, but until this committee does its work, what is the
government’s current position on hel ping the Australian industry against competition from—

Senator Carr—In itself, | would not put the formulation in those terms. It is not about
hel ping against competition, it is about how we more effectively share in a global marketplace.
How do we ensure that Australian businesses are internationally competitive? How do we
ensure that our industries are as productive as possible? How do we ensure that opportunities
exist for Australian creativity to be able to be reproduced as widely as possible? | could speak
at length about all of those things and what we are doing at the moment. There is a range of
programs that we operate through this department alone, not to mention what occurs in other
departments. The question, more specifically, goes to: what do we anticipate are the likely
changes to the industry over the next decade, and how do we adapt to those perceived
changes? That is the work the committee is designed to produce.

Senator IAN MACDONALD—I am digressing slightly, Minister. You have said you could
speak for hours on what the government is doing. Rather than taking up the committee's time
to allow you to tell us for hours what is happening, could | get from you on notice a short
summary of the things that you just mentioned that the government already has in place?

Senator Carr—Let's take Enterprise Connect as an example. Some 2,000 individual firms
already have received assistance in terms of improving their capacity to manage a changed
economic environment. There are some 35 programs that Auslndustry is currently operating—

Senator IAN MACDONALD—Sorry, Minister, but | was confining it to books. | was
wanting to know, on notice—| do not expect your department to have all this at their
fingertips—in relation to books, what programs, paid for in the current budget, which is why it
is relevant to estimates, does your department or the government have to enhance the ‘ book’
industry at the present time. If you could give mealist of the different programs.

Senator Carr—We will come back to you.
Senator IAN M ACDONAL D—Thank you, Minister.

Senator PRATT—I was about to ask a question in relation to the Steel Supplier Advocate,
who | think was appointed late last year. | would really like to know what progress Mr
Benjamin is making. | have a particular interest in Western Australia and the fabrication
industry there.

Mr Fear n—Mr Benjamin has been conducting a fairly extensive consultation process with
various players throughout the sted fabrication sector and the stedl supplier sector. He has
made a visit to Western Australia and spoken to a number of fabricators, and also spoke to
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Chevron Australia in relation to Gorgon issues. He is expected to provide a report in the near
future to the minister in relation to his activities over the past six months.

Senator PRATT—So it would be expected, for example, that that report would cover the
reasons why local fabrication firms failed in their bids for some of the fabrication work that
went offshore in relation to some of the big oil and gas devel opments that are currently taking
place there?

Mr Fear n—Yes, that is correct.

Mr Paterson—Senator, if | could add to that. | am the Chair of the Steel Industry
Innovation Council. | met with the sted advocate recently. He outlined at least some of his
initial conclusions to me in that conversation. | do not want to pre-empt his report to the
minister, but certainly he has discussed with a variety of players the issues that impact on
whether companies bid for some of those projects, because in some cases Australian
companies did not bid for some of those projects. So it is not so much providing an
explanation as to why they did not get there. It is a bit hard to win the work if you do not bid
for it. But there are a variety of considerations that influence behaviours, and he has examined
the full suite of those issues. As Mr Fearn has indicated, he will be providing a report to the
minister on that in the near future. My conversation with him went to his initial observations.
He is doing some further work, and having some further consultations, before he finalises his
report to the minister.

Senator PRATT—Can | ask if that report will cover questions of skills shortages, based on
your current knowledge?

Mr Paterson—It will address the issues from his perspective. | cannot say what will bein
the report or not in the report at this stage. As | said, it would be unfair to pre-empt what he
says to the minister. He has had some initial thoughts; he has met with a variety of people. But
he will be firming up in his conclusions and will then provide the report to the minister. So we
will wait and see what that says.

Senator PRATT—Thank you.

Senator CAM ERON—I want to come back to the R&D tax credit. There has been plenty
of discussion here about what was said at the economics committee and the inquiry into the
R& D approach. We have had evidence from the Property Council of Australia to say that they
would need research and development funds if they were conducting research and develop-
ment while building a project. The exampl e they used was of a 75-storey building with a small
footprint. They argued that they would need to maybe go 12 storeys high and then conduct a
whole range of tests and research just to see whether this building would be able to be built to
75 storeys. | do not suppose you can answer this. Firstly, | do not know anywhere where
experimental buildings of such a size are funded by venture capital or super funds or anything
dse. | am just wondering whether you have examples where venture capital is put in on the
basis of not knowing what the building is going to be like. Secondly, if that occurs, how do
you control how much research and devel op takes place? If you have to do it at 12 storeys, do
you do it on every storey? What could be involved? Maybe you could start with that. It just
seems to me that that is a perfect example of one of the conundrums we have got with the
research and development issue, when these sorts of claims can be made. If you had research
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and development claims coming in on every floor, it would take a huge cut out of that $1.5
billion that is available for industry.

Mr Weber—The question you have asked goes to the heart of a lot of the issues with the
R&D tax concession. The question is: where does research and development start and finish,
and where do things become normal production? | cannot answer your specific question but
what | can say to you is. where the department, through Auslndustry, would have expertise
they would obviously make a decision, but where that expertise was outside their bounds they
would bring in an international expert. That is the way in which the new system is designed.
So you would ask the question: ‘ What is the experiment being undertaken, and what is valid as
part of that experiment? How much of that can be done in a production phase and how much
of that production phase just turns into normal, commercial production? What we do not want
to fund is that normal commercial production.

Senator CAM ERON—Mr Weber, are you aware of any proposed buildings that have been
commenced and then stopped after research and development has been undertaken on the
building because it was not feasible?

Mr Weber—Any things like that might come through Dr Edwards at the main Ausl ndustry,
but | do not see them.

Dr Edwards—As you know, we only look at a small percentage of the claims, but | do
work in Sydney and | have not seen too many buildings stopped in my time.

Senator CAM ERON—That isright. The other discussion that took place in the committee
was the example | used of a food factory processing peas, where the company devel ops—and
this is a practical, real example—innovative technology, using computer technology and
pneumatic technology, to blow black peas off a production line. That technology is done in a
back room. It is then brought on to be fitted to the production line. The production line stops to
alow the technology to be fitted. It could then take a day to prove it; it could take a week to
proveit; it could take a month to proveit. This, | think, was the perfect example of the concern
that some were raising with the committee in terms of being able to get the go-ahead to extend
the funding to make such a complex change to the production line. Can that be handled under
the proposal that we are putting forward?

Mr Weber—That is a pretty good example of where you might be able to use the
production line to actually test your experiment. | am no expert in black peas, but | would have
thought—

Senator CAM ERON—Maybe the Black Eyed Peas?

Mr Weber —If that was something that was a new development around the world and could
not be easily accessible and you could get an expert in to say that for a period the experiment
was part of the research and devel opment, | would have thought that was the kind of activity
that would be theoretically covered by the scheme. So that is the kind of activity that would be
rewarded.

Senator CAM ERON—One of the arguments that was put up from Cochlear was that there
should be so much allocated to the backroom research and a percentage to the production
process. | must say that when they put that forward there were groans coming from the rest of
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the audience. It did not seem to me to be that practical. From your perspective, is that
practical?

Mr Weber—We hear examples like this all the time but the problem is that you hear an
example from one sector and how long you allow the production trial to run for might be
substantially different to what another sector might need the production trial to run for in order
to prove your experiment. So it is very hard to put in these arbitrary caps or ratios into
legidation that covers al the sectors of the scheme and, as an entitlements based scheme, it
goes across all sectors of the economy.

Mr Pettifer—We have thought very carefully about all those particular options and have
reached the view that they are very much B-grade policy solutions because you introduce
complexities and rigidities in the system which might be okay for one sector but will not work
for another. You then have a lot of problems.

One of the key principles about all this that | think is really important is trying to craft
something that is simple and easily understood in terms of having an attractive and well-
understood incentive. The moment you start putting thresholds or caps or ratios into it then
you move away from that and it becomes much less easily understood and therefore a less
attractive incentive.

Senator CAMERON—One of the other issues | would like you to comment on is this
industry that seems to have devel oped around the R& D support packages that have been put in
place by various governments. For instance, Deloitte have got 60 people employed giving
advice on R&D, and they are one company. | am told that there is something like 50 or 60
companies out there giving professional advice.

There was this polemic at one stage in the debate, | think, where some companies were
arguing that you should not change anything because there was 25 years of corporate
knowl edge on how these things work. Then when | asked the question of one of the presenters
they said: ‘No. We have been using it for 25 years but we always employ an expert.’ It seems
to me that thisis one of the issues—the complexity of these schemes and whether people can
actually make an application, use the funding and do this separate from this industry that is
clinging on to the R& D investment program.

Senator COLBECK—More reason for the consultants.

Mr Peel—You are right. There are a number of companies out there that earn their living
from helping people through the current R& D tax concession. The legislation the government
has put forward is going to change the rules if it is passed, and of course they have got, |
guess, all of their systems and processes and advice in place based on the current tax
concession. If we change it, that will mean they will have to change the nature of their work
and the approach that they take to their work. So if all things stay the same then it is of
obvious benefit to those companies.

Senator Carr—The whole point of thisisto actually reduce the level of red tape. We want
it to be simple so that people can apply and not be terrified by it. They should not have to be
captive to a handful of consultants. They should be able to approach the department, put a
claimin, have it assessed quickly and get straight answers from people. | cannot see anything
wrong with that. People will no doubt say, ‘I have been doing it for 25 years. | built my
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business on doing it thisway for 25 years.’ | am afraid we are not there to cater particularly to
agroup of accountants. Thisis designed to change the way in which this economy operates.

Senator CAMERON—This is my last question. Professor Roy Green gave evidence. He
spoke about two reports that have been presented in the UK. One is the Dyson report called
Ingenious Britain: making the UK the leading high tech exporter in Europe, and the other was
a report that came out of the Imperial College London by Professor Jonathan Haskdl which is
about the public support for innovation. | think both of those reports said that 25 per cent of
government R&D should go to early stage, high-tech small and medium enterprises. That is
where you get the biggest spillover and benefit. Is that consistent with what the government is
trying to achieve?

Mr Weber—The OECD has also done a lot of work on where the greatest benefits from
research and development incentives are based. Their research also points to the fact that
greater benefits are derived from providing incentives to smaller businesses. That is at the
heart of where our policy of having a dual-rate system with a higher rate for small to medium
enterprises comes from.

Senator Carr—I met with some senior executives of a very large corporation and they
explained to me, ‘We do not make our decisions based on whether or not we are going to get a
tax benefit. We make our decisions on a business case, given the scale of the projects that are
involved. Once we have made the decision, we send the claim down to our accountants to
clean up and submit to the government for a benefit.” Under the present regime, why wouldn’t
you? What we are trying to do is directly affect the way in which decisions are made. That is
why we have tailored it to be of direct benefit to those companies where the sort of benefit that
we can provide through the scheme will make a substantial difference to the companies as to
whether or not the work is undertaken. That is the philosophy behind this. We want to make a
big difference, we want to change behaviour and we wanted to change attitudes. The judgment
call that | have made, based on the evidence that | have seen, is that thisis the sort of thing that
can affect the way companies do business.

Senator CAM ERON—I am not sure if you want to comment on this, but a proposition has
been put here that there was all this huge opposition. | attended both the hearings myself. Sure,
there was opposition, but the opposition was very strong from the industry that is hanging off
the R&D system. That is the consultants. There was very strong opposition from them. From
many of the people who are actually out there doing the work, the argument was that we are
pretty close and we can get this fixed with some minor changes. Where do you see the
situationis up to at the moment?

Senator Carr—I share your view about this. This proposal has been subject to a campaign
by a relatively small group of people. They are very vocal, very well organised and have the
ear of a couple of financial journalists. It does not surprise me that that would occur. Equally, |
have said from day 1 that if people can show me and the Treasurer—because he is the joint
sponsor of this proposal—any initiatives that we have taken do not respond to our stated
policy objectives we are prepared to look at changes. We have done that.

| have said that there has to be a genuine process of consultation. | know the Treasurer has
said similar things. | think we can demonstrate our bona fides by the changes that we have
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already proposed. We will examine the committee's report seriously. We want this legislation.
Thisis not just a statement of intent; this is a determination by us to pursue this question. |
genuinely believe this is going to make a big difference, so we will look carefully at any
suggestions that are made. As you say, | think we are very close.

| am going to read your report with some care. | hope you will be able to come forward with
some suggestions that we can work within. We have a set criterion—that is, we have to have
this being revenue neutral, given the budgetary circumstances, in terms of my responsibilities
to the government as a whole. If you can demonstrate to us that there are things we can do
consistent with our policy objectives to improve the bill, then it is our job, it is incumbent
upon us, to have a dialogue about that, and | will talk to other senators, no matter where they
are in the chamber, about securing passage of this legidation within those principles.

Senator IAN MACDONALD—Is it correct that the leading manufactured goods export
industry in Australia at the moment is pharmaceuticals?

Senator Carr—In exports?

Senator IAN MACDONALD—Yes, the manufactured goods export industry, ahead of
cars—

Senator Carr—Just a moment, Senator. | want to be absolutely accurate about any
information we give you. Could you just bear with us until we get the right officers at the
table, because these figures do jump around a bit.

Senator IAN MACDONALD—I amtoldit is ahead of carsand wine.

Senator Carr—I know the claim, but | would like the relevant officers, who have the
paperwork in front of them.

Mr Chesworth—It fluctuates on a year-to-year basis, but it is usually in the top one or two.
That is correct.

Senator IAN MACDONALD—I amtold it brings $4 billion a year into Australia. Do you
perhaps have more accurate figures than that?

Mr Chesworth—That is certainly a figure that associations such as Medicines Australia
and the Generic Medicines Industry Association use. | suspect that we would probably rely on
the same sources as they do.

Senator IAN MACDONALD—Are you a branch in the department? What is your statusin
the department?

Mr Chesworth—We are a branch.

Senator IAN MACDONAL D—lsit the pharmaceuticals division?

Mr Chesworth—No, it is the innovation division.

Senator IAN M ACDONAL D—But you mentioned pharmaceuti cals when you started.

Mr Chesworth—That is correct, but my branch is pharmaceuticals, health industries and
enabling technologies.

Senator IAN MACDONAL D—OKkay. | am really concerned about the health of what isif
not the best then one of the best export industries in Australia. Are you able to tell me what
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assistance is given to this industry in the form of research grants or in any other way? Is
anyone at the table able to do that?

Mr Pater son—I will make an observation at the outset. One of the industries that | think
has already expressed public support for the change to the R&D tax credit is the
pharmaceutical industry. The changes to the beneficial ownership test in the R&D tax credit
are designed to assist a range of industries, and the pharmaceutical industry is one of those. We
used that as an example earlier today. The nature of the pharmaceutical industry means that
quite often the companies that operate in Australia are headquartered elsewhere and they own
their intellectual property at head office, so the changes in relation to the R&D tax credit are
explicitly designed to address those sorts of challenges. That is a very tangible example of a
proposed change in policy that is designed to directly assist the pharmaceutical industry and a
range of others.

Senator IAN MACDONALD—Do you know how many people are employed in the
pharmaceutical industry in Australia?

Mr Pettifer—It is about 40,000.

Senator IAN MACDONALD—Is that in manufacturing or is that in pharmacy stores et
cetera?

Mr Chesworth—Senator, it is across a range of those sectors within the pharmaceuticals
industry. There is a manufacturing element. Thereis also a research and development el ement,
asignificant element in clinical trials, as well as sales and marketing.

Senator IAN MACDONALD—Do you have a break-up of figures in the manufacturing
and R&D?

Mr Chesworth—I do not have those, Senator, no.
Senator IAN MACDONALD—Isit available, do you think?
Mr Chesworth—I could try to get that for you.

Senator IAN MACDONALD—I am told that there are 5,000 people employed in the
generic medicines sector. Are you able to comment on that claim?

Mr Chesworth—That is certainly the figure that has been put to us by the Generic
Medicines Industry Association.

Senator IAN MACDONALD—So | am obviously at the right place if the Generic
Medicines Industry Association has been approaching you in relation to recent proposed
changes in their industry. Have they been talking to you about this?

Mr Cheswor th—We have ongoing interactions with the GMiA.

Senator IAN MACDONALD—They tell me that a recent MOU signed by the government
with the industry will have a big impact on the industry. Was your department in any way
involved in that MOU?

Mr Chesworth—The answer is no.

Senator IAN MACDONALD—Perhaps this is a question for the secretary or the minister.
It is claimed that recent government initiatives within the MOU and the PBS will devastate the

ECONOMICS



E 96 Senate Monday, 31 May 2010

generic medicines industry. This is obviously a matter for the Department of Health and
Ageing and we will be pursuing it there. Is that something that the department would have
beeninvolvedininitsindustry promotion capacity?

Senator Carr—Devastating an industry?
Senator IAN MACDONALD—Yes.
Senator Carr—I do not think that we would, Senator.

Senator IAN MACDONALD—In the same way that you are very involved if the car
industry isin difficulty.

Senator Carr—I think the officers have indicated to you that in terms of the MOU it is a
matter for the health department.

Senator IAN MACDONALD—I understand that, but my question was: if the motor car
industry, for example, sneezes then your department isinvolved.

Senator Carr—I take a serious interest in the health of the automotive industry, but | also
take a serious interest in the health of the pharmaceutical industry.

Senator IAN MACDONALD—That iswhy | amraising this question.

Senator Carr—The statement you have made as to the effect on the generics industry, we
have not had representations on that, Senator.

Senator IAN MACDONALD—I amasking your department, Minister, or you.

Mr Pettifer—The generics industry has made some broad statements in the media that the
reforms might have a significant impact on them. One of the manufacturers, Alphapharm |
think, has attributed some job losses in the past to PBS reforms, but we have not had an
overwhelming reaction, or any official reaction, in relation to the reforms.

Senator IAN MACDONALD—Why | am asking these questions of your department is
that, as | say, if thereis a problem in the motor vehicle industry you are rightly concerned and
involved. | am told and then asking you whether you are aware of this concern in the
pharmaceuticals industry, which we have already established as one of the big manufacturing
goods exports, if not the major one, in Australia at the present time—bigger than cars.

Mr Pettifer—We are aware of it. We are all aware of the statements that have been made
onit.

Senator IAN MACDONALD—Is it your department’s role in relation to the motor vehicle
industry that, if there is an issue involved, you are in there supporting it and trying to get
government to be aware of the difficulties and perhaps ook at solutions? In the same way, are
you aware of these difficulties in the pharmaceutical industry and are you the advocate for the
industry in a business and industry sense, not in a health sense—we will deal with that
elsewhere.

Mr Paterson—I think it is important that we do not confuse our roles. No, we are not the
advocate for the pharmaceutical industry—

Senator IAN MACDONALD—Or the car industry.
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Mr Pater son—Nor are we the advocate for the car industry. In fact, both of those industries
engage industry-specific organisations that represent their interests and advocate to
government. We provide advice to government on the range of issues that we have policy
responsibility for. We were not involved in the development of the MOU that you referred to,
but the stability, investment, growth and employment prospects in the pharmaceutical industry
are matters that we take an active interest in and provide advice to government on. We are not
an advocate for the industry, and it is important that we are not represented as being an
advocate for the industry. We certainly provide policy advice to government about the current
state of play in the industry and future prospects.

Senator IAN M ACDONAL D—Perhaps my choice of ‘advocate’ was incorrect. But, as the
minister has quite honestly and factually indicated, when the car industry is under attack, heis
an advocate for theindustry.

Senator Carr—What | said was that | am very concerned about the health of this industry
and all industries.

Senator IAN MACDONAL D—Absolutely.

Senator Carr—I am not denying that; | am just saying to you that we do not have the role
of being advocates for the industry.

Senator IAN MACDONALD—WEell, let us not have an argument about ‘ advocate’. | will
change the word. Here is one of Augtralia’s best—if not Australia’'s best—manufacturing
industries, which is, according to representations made to me and others, is in real danger.
When the motor vehicle industry isin trouble, it is all systems go in your industry—and so it
should be. | am just trying to work out whether you have had any involvement in these
suggestions. | am not saying they are correct. These things are brought to me as they are
brought to all of us. That iswhy | am asking you.

Mr Pater son—We are aware—and the evidence is already before the committee—af the
assertions that are being made by parts of the industry. Clearly, the MOU was with the
pharmaceutical industry, represented through Medicines Australia. So at least part of the
pharmaceutical industry is a party to that memorandum of understanding. There certainly have
been some claims made by other parts of the industry who are not parties to that agreement
that it has potential consequences for them. We provide advice to government on the health of
the industry and matters that might affect them. We are not here to provide the nature of the
advice that we provide to government, but certainly this an area of active interest to us.

Senator IAN MACDONALD—Mr Paterson, you are talking to me in pegorative terms
regarding the industry. You are saying ‘it is alleged’ and ‘there are allegations'. It sounds as if
you do not believe them.

Mr Paterson—No. | am merely saying that they have alleged that there are consequences,
they have not taken action to give effect to those consequences. They are saying that there are
potential consequences for them. If they were to assert that this is going to shut down the
industry, | would say, ‘It is alleged that it is going to shut down the industry.’ If they had shut it
down it would be difficult for me to say ‘alleged’. Many claims are made in the cut and thrust
of these sorts of situations, and we have to in a somewhat dispassionate but interested way
make an assessment of the claims that are being made in the marketplace—
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Senator IAN MACDONALD—That is what | am asking you. Are you doing that? | am
not asking you to tell me what your conclusions are, but are you making those assessments?

Mr Pater son—The fact that we have a branch within the Innovation Division focused on
the pharmaceutical industry indicates to you that both in the structure of the department and in
the interests of the government we play a very active part and have a very active interest in the
claims that are being made and what the policy drivers and influences might be affecting that
industry, and we would be providing advice to government to that effect.

Senator IAN MACDONAL D—I understand that $6.2 billion is spent over 13 years for the
car industry and there is $14.5 million to Pacific Brands and $1 million to Zeiss to encourage
them to expand and remain manufacturing in Australia—all of which, of course, is something
your department would beinvolved in.

Are you aware that recent budget initiatives, according to my constituents, will cause the
jobs to be removed, rather than remain in Australia. These budget measures are exporting jobs
from Australia overseas. The Australian taxpayers have spent $6.2 billion, $14.5 million and
$1 million on other companies and industries to get them to stay in Australia and here is a
government initiative that is going to do the exact opposite. | am putting that to you on the
basis that if this is even half right it would be something that your department would be
working on, would it not?

Senator Carr—What we can say is that the government and Medicines Australia reached
an agreement to deliver an additional $1.8 billion in savings to the PBS over five years. This
was an agreement which was announced in the 2010 budget. That is a matter of public record.
What we have also said to you is that this department was not involved in the negotiations
concerning the construction of that MOU.

Senator IAN MACDONAL D—But, Minister, that is my exact point.

Senator Carr—You mentioned a number of other industry programs. We have sectoral
programs, particularly with regard to the automotive and textile industries. However, the
pharmaceutical industry program ended on 30 June 2009 and currently there are no sectoral
programs operating in the pharmaceutical industry. | did establish the Pharmaceutical Industry
Strategy Group to look at this issue and to look at the ways in which the government can work
with the industry to ensure its long-term sustainability. In fact, that group did not recommend
support for a program for the pharmaceutical industry. Instead, it argued for economy wide
programs that pharmaceuticals, biotechnology, medical devices and other innovative
companies were able to use. So, when you look at the support that goes to pharmaceuticals,
you actually have to look at the range of programs that are delivered, including programs in
the biotech and nanotech areas. You have to ook at the support for medical instruments. You
have to look at the support that is rendered through the Australian Research Council and the
NHMRC and the support that is rendered for clinical trials.

What you can say specifically is that, with regard to the R&D tax credit, this approach is
absolutely consistent with the recommendations of the Pharmaceutical Industry Strategy
Group. That is the approach that we are adopting at the moment. As to the specifics of any
claims about the adverse effects of the MOU, | am not aware that there have been approaches
directly to the department. | will double-check that.
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Senator IAN MACDONAL D—Just double-check it. | thought department said—

Senator Carr—I am not aware of any representations directly to me on the matter. We have
very good relations with the industry.

Senator IAN MACDONALD—I thought one of your people mentioned the same
submission that was made to me. They mentioned that your department was aware of it.

Senator Carr—There is a difference between that and public comment, of which | am
aware. Like you, | read the papers. But | am not aware that there has been specific
correspondence to us on these matters. However, we will obviously work with the industry to
do all we can to ensure that employment and investment is renewed.

Mr Pettifer—We mentioned early on that we do meet with the industry associations, such
as GMiA, the Generic Medicines industry Association, and Medicines Australia, and these
issues have come up in those discussions.

Senator Carr—We also have a regular series of consultations with the industry, in joint
collaboration with the ministry of health. But have we had any specific correspondence on the
MOU?

Mr Pettifer—Correspondence?
Senator IAN MACDONALD—What about contact, in your regular meetings?

Mr Chesworth—The GMIA has raised that with us. The current president of the GMIA is
Dr Martin Craoss, who is also the CEO of Alphapharm, and he has raised those issues with me,
yes.

Senator IAN MACDONALD—AnNd how recently was that?

Mr Chesworth—GMIA, in the past 10 days, and Dr Cross, | would suggest, in the past
eight weeks or so.

Senator |IAN MACDONALD—OkKay. Minister, you mentioned you set up a
Pharmaceuticals Industry Strategy Group. When did you do that?

Senator Carr—Inthefirst year of the government.

Senator IAN MACDONALD—Good. That is close enough. It was not in recent times,
obvioudly, from that answer.

Senator Carr—We did areport.

Mr Pettifer—Yes, it would have reported in January 2009.
Senator IAN MACDONALD—So it isnot still current?

Mr Pettifer—It is a pretty current assessment of the state of play.

Senator IAN MACDONALD—Who is on the strategy group? Is it just a group in your
department?

Mr Pettifer—Brian McNamee from CSL co-chaired it with a departmental officer.

Mr Chesworth—The strategy group was co-chaired by a departmental officer and Dr Brian
McNamee of CSL. It also comprised representatives of the pharmaceutical industry, the
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biotechnol ogy sector—both actual companies and industry associations—and in addition there
were representati ves from the union movement.

Senator IAN MACDONALD—AnNd it has finished its work, hasit?

Mr Chesworth—Yes. The strategy group ran for a particular period—my recollection is
that it was from about April to November in 2008. It had specific terms of reference which it
was required to fulfil. It met formally on six occasions and a report was released in January
2009.

Senator IAN MACDONALD—So it is not current at the moment.

Mr Chesworth—Whilst the strategy group does not sit, the recommendations remain with
us, inasense.

Senator IAN MACDONALD—Sure.

Mr Pettifer—And, Senator, if you were to look at the recommendations, you would say
there has been action on them. One of them was to improve the environment for clinical trials.
The minister has established a clinical trials working group, and the report has come forward
on that, | think. The strategy group was very strongly supportive of moving to an R&D tax
credit and reducing the corporate tax rate, which is another proposal which is currently being
pursued. So, if you look back at the recommendations—

Senator IAN MACDONALD—You told me as much—
Mr Pettifer—But | just want to say, Senator—

Senator IAN MACDONALD—No. You are answering my questions, please. You have
told me all | need to know about the strategy group: it is not now operating. That was all |
needed. Thank you for the rest of the information. It is very interesting.

Senator Carr—We are implementing recommendations that have been made.

Senator IAN MACDONALD—Yes, okay. My concern is about a group that you are aware
of—I am talking about the industry aspects of this;, do not talk to me about the health
aspects—which comprises a very substantial part of what we have established is Australia’s
biggest manufacturing export industry, bigger than motor vehicles; yet the government has
recently signed an MOU with only one section of it, a section that does not involve the
Generic Medicines Industry Association. Why that happened in a health sense, we will ask
somewhere else. What | am really asking you as the industry department is how the
government could make a deal in this area without consulting a substantial part of the industry
which, | am told—and it makes sense—will be seriously impacted upon by the import of
cheaper generic drugs.

Mr Pater son—You know we cannot respond to that question. We are not in a position to
pass observations in relation to government policy or decisions taken by government. Neither
my officers nor | are in a position to respond to a question which leads us to comment in
relation to government palicy choices.

Senator IAN MACDONALD—I certainly do not want you to do that. Let me establish
this: you were not involved in those MOU decisions?

Mr Pater son—We have already established that.
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Senator IAN MACDONALD—Doesit concern you—
CHAIR—Senator Macdonald, we are at afternoon tea time.

Senator IAN MACDONALD—The officials can come back at quarter past if you want to
go now, Madam Chair. | will be another five or 10 minutes on this, if you wanted to continue.

CHAIR—Inthat case, we will break for a short afternoon tea and come back at 4.15.
Senator IAN MACDONAL D—Thank you.
Proceedings suspended from 3.59 pm to 4.17 pm

CHAIR—The committee will resume with the Department of Innovation, Industry, Science
and Research. Senator Macdonald is continuing with his line of questioning.

Senator |IAN MACDONALD—I| understand that the recent memorandum of
understanding includes some government spending on the industry to, what is said, assist the
industry. Is your department aware of that? Are you administering that or is it being done
somewhere else?

Mr Chesworth—No, that is not being administered through this department.

Senator IAN MACDONALD—In your dealings with industry sectors do you always
ensure that all sections of the sector are involved? For example, if you are doing a car industry
thing you deal not just with Ford but also with Toyota and others.

Mr Chesworth—Certainly the sector is very broad. You have what would traditionally be
called big pharma, which broadly coalesces around Medicines Australia. You have GMIA,
which | have already mentioned, which represents six generics manufacturers. As well as that,
there are other parts of the sector which you may not regard as being traditionally pharma, in
particular the biotechnology sector, which, probably with the exception of CSL, is
characterised by about eight good sized companies and an awful lot of very small ones which
straddle that area between research and commercialisation. In our discussions we consult with
them broadly and on aregular basis.

Senator IAN MACDONALD—Medicines Australia is only about 30 per cent of the total
pharmaceutical industry in Australia; is that correct?

Mr Chesworth—My understanding is that it is a bit more than that. | think the GMIA
members might be about 30 per cent. Once again, it does often come down to questions of
definition. There are some therapies, medicines and pills that are regarded as pharmaceuticals
in some circumstances but not in others.

Senator BARNETT—The industry says that they are responsible for 70 per cent of the
market for GMIA. | just want to put that on record. That is their advice.

Senator IAN M ACDONAL D—Of the off-patent market?
Senator BARNETT—That isright.

Mr Chesworth—That is a separate market and will probably change significantly in the
next couple of years as a very large number of drugs come off patent.

Senator |IAN MACDONALD—As industry policy, | assume it would be your
department’s role to try to lessen the regulations and the paperwork, not the safety standards.
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In industries across the board your department’s role is to try to make things easier to do
business more efficiently and with more productivity; would that be right?

Mr Chesworth—That is correct, but that is probably a priority for a few departments at the
moment. Issues of paperwork and compliance burden probably fall predominantly to the
Department of Finance and Deregulation.

Senator IAN MACDONALD—I am told that this new MOU signed between one part of
the industry and the government applies extraordinary administrative burdens on non-
signatories—that is, the 50 or 60 per cent that are not part of the MOU. The MOU with, let us
say, 50 per cent of the industry imposes burdens on the other 50 per cent that were not
consulted. In relation to disclosure price, which applies currently to 160 items, | am told that
this MOU extends the policy to 1,600 items, a tenfold increase, and that the magjority of these
new administrative burdens will actually fall upon that section of the industry that is not part
of the MOU. Isthat something your department would be concerned about?

Mr Chesworth—The issue might be slightly more complex than that. There are a number
of what we would regard as originator companies which also make generic medicines. As a
result, for all elements of the pharmaceutical sector, both originators and generics—to the
extent that they believe it imposes significant paperwork or compliance burdens on them price
disclosure would apply to all of them rather than to one part of the industry over another.

Senator IAN MACDONALD—You have always been aware of the same concerns that
have been raised with me; they have been raised with you and with others. Without going into
the advice you are going to give them, what are the processes from hereon for your department
as the industry department, not as the health department, in investigating those concerns with
what | again emphasise we have established is Australid's biggest manufacturing export
industry?

Senator Carr—I would like to correct one thing. | am advised that Medicines Australia
represents 50 member companies that account for 85 per cent of the total cost of the PBS
medi cines and nearly 60 per cent of the sales of off-patent medicines annually.

Senator BARNETT—That isavery high figure.

Senator Carr—I am just indicating to you that the figures that have been quoted here, | am
advised, are not accurate.

Senator HEFFERNAN—Isn't it 30 per cent of the post-patent?

Senator Carr—I am advised that it is 50 member companies that account for 85 per cent of
the total cost of PBS medicines and nearly 60 per cent of sales of off-patent medicines
annually.

Senator BARNETT—They are very high percentages indeed.

Senator HEFFERNAN—OQOne in five prescriptions is written to one company that has not
been consulted.

Senator Carr—Interms of the MOU, it is clearly a matter for the health department. If you
are challenging those figures, | suggest that you take it up with the officers responsible for the
PBS.
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Senator IAN MACDONALD—Thanks for that information. 1 can only pass on what
people say to me. | guess, if you got the different sectors in, they would have an al-in barney
on who has got what but that is not the point of the—

Senator Carr—We have already indicated to you that we were not involved in the MOU.

Senator IAN MACDONALD—That has never been the point of my questioning. | have
acknowledged that about five times. | am not asking about the health aspects; | am asking
about the industry aspects that could have a substantial part of the biggest manufactured goods
industry in Australia going overseas. If it happened in the car industry, you would rightly be on
your feet shouting about it. Good on you; so you should. | am relieved now to know that the
industry department is on the case, whether what | have said is 100 per cent truthful or not. |
am just putting these things to you. | am really asking, now that you are aware of it because |
have raised it with you and others might raise it with you, what the process is from here for
your department on these issues?

Senator Carr—Officers have already indicated that they have had a meeting with the
generics industry and that there are formal processes which the health minister and | are
represented on. We will have an opportunity to discuss this with the full industry present. We
will do what we can to implement budget decisions of the government.

Senator IAN MACDONALD—There are no tricks in this and not much politics. What |
am just asking now is: what is the process going forward? You just mentioned that you have
regular meetings with the health minister on these issues.

Senator Carr—On PIWG, which is an organisation that meets three or four times a year.
We meet on several occasions with the health minister and the whole industry present to

discuss matters of mutual concern. Presumably that will be a forum in which these questions
will be pursued, as | would expect.

Senator IAN MACDONALD—That iswhat | was after. What is the process? It will go to
this ministerial group that meets—

Senator Carr—The process for these industry groups is that the government has agenda
items and the industry has agenda items. People who are present at the meetings will raise
whatever issues they feel appropriate. Clearly the officers will be meeting and discussing these
questions.

Senator IAN MACDONALD—Has the next meeting date been determined yet for this
group?

Mr Pettifer—Thereis no date set for the next one.

Senator IAN MACDONAL D—When would you expect it? | think the minister said four
times a year.

Senator Carr—I| may have been a little extravagant in that claim. There will be another
meeting in the second part of this year.

Senator HEFFERNAN—Is GMIA on there?
Mr Chesworth—Yes, they are one of the members.
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Senator HEFFERNAN—M inister, would you be supportive of this going to a Senate
legidation committee with the—

Senator Carr—I am supportive of the government decision.

Senator HEFFERNAN—So we could examine this in the Senate inquiry on this
legidation.

Senator Carr—I am supportive of the government decision. That isall | can say to you.

Senator BARNETT—Your department and the minister were not briefed with respect to

the MOU signed with Medicines Australia and the health department. Is that correct? Mr
Pettifer, you are nodding your head. Is that a yes from your perspective?

Mr Pettifer—We were not briefed on the MOU.
Senator BARNETT—Muinister, do you want to add to that?
Senator Carr—I think officers have spelt out what the department’s position was.

Senator BARNETT—So we know that the GMIA was not briefed in any way, shape or
form or consulted prior to that MOU being—

Senator Carr—We are not responsible for the MOU. It is not up to usto—

Senator BARNETT—Let me just finish the question. | am advised that the GMiA was not
consulted, briefed or discussed in any way, shape or form prior to that MOU being announced
on budget night. With that in mind—

Mr Chesworth—You will have to raise that with the department of health.

Senator BARNETT—Of course we will. That is my understanding and | am sharing it
with you. If you have a different view, please advise. We have got a major portion of the
industry—and the minister has indicated their significance to the Australian economy: 5,000
employees and $470 million in exports providing affordable medicines around Australia—that
were not consulted prior to that decision. That is the advice that we have received. You have
been briefed by the GMIA and you have had a discussion with the GMIA since the budget
decision, but only one meeting with them. Isthat correct?

Mr Chesworth—I will have to check my records. | think | have had two meetings with the
GMiA.

Senator BARNETT—Could you please take that on notice, and advise us of the dates of
those meetings and the thrust of those discussions. Do you consider this asin any way similar
to the consultations with the mining industry prior to the mining industry tax being introduced
on Wednesday ?

Mr Pater son—Senator, you know we will not be responding to that.

Senator BARNETT—It sort of has a similar ring to it. That is my final question on that
matter.

Senator IAN MACDONAL D—I was talking about this cabinet decision on books before,
Minister, and you were uncertain about it.
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Senator Carr—I| was not uncertain about the cabinet decision. You wanted to know
whether or not you had asked any questions about it. | thought you would be more certain than
perhaps | was about the questions you asked.

Senator IAN MACDONALD—You were widely reported—and | know you do not
comment on cabinet decisions—as having overruled your colleague the small business
minister on the basis that you wanted jobs in the book industry to stay onshore rather than
being exported. | am only raising that in the context of the current decision, which could have
the same impact on the pharmaceutical industry. | am saying to you, in a policy sense and not
to your officers, would that be of concern to you as it was in the book industry if jobs in this
industry were exported overseas because of decisions made by government?

Senator Carr—As | have indicated to you, we take an interest in the health of all
industries.

Senator IAN MACDONAL D—If what we are saying turns out to be correct—that is, that
this new MOU leads to the loss of jobs offshore, as would have been the case, according to
you, in the book decision had it gone ahead as proposed by the relevant minister—then that
would be of concern to you.

Senator Carr—You are now moving from the point where you are reporting comments to
the claims of supporting those comments. Is that proposition?

Senator IAN MACDONALD—No. Our role hereis only to ask questions. We never make
apolitical statement; we know you do not, either.

Senator Carr—I amsorry; | cannot add anything further to what has already been said.
Senator IAN MACDONALD—Okay. That isall | have.

Senator COLBECK—I have some questions in relation to grants from Commercialisation
Australia, in particular, one that was made to allhomes.com.au. The basis of the question goes
to what role the department plays in following up the activities of grant recipients. In this
circumstance there have been allegations of infringement of copyright that come directly from
the alocation of this grant. Is the department doing anything down the track with respect to
that, and what might the foll ow-up be?

Mr Peel—In relation to grants generally, grants of the sort that have been approved for
allhomes are funded on a milestone basis. They are not all paid upfront; they depend on the
receipients reaching certain points in their projects. We monitor how those projects are
proceeding through the term of the grant contract. We authorise payments as appropriate,
should the company be meeting the milestones.

Senator COLBECK —What would those milestones include?

Mr Peel—They would be different for each grant. The grant is for a particular project. In
this case allhomes wants to expand the current business it has in the ACT to other areas of
Australia, and it is starting off in Tasmania.

Senator COLBECK —Does the department ook at any of the practices that are observed
by the grant recipients as part of that process? Would that be something that was part of the
consideration at each of the various milestones?
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Mr Peel—Certainly, if any allegations are made about inappropriate behaviour by a grant
recipient, we would have alook at it but, generally speaking, we monitor how they are going
in achieving their project milestones and if they achieve those mil estones—

Senator COLBECK—So your concern is generally more about whether or not they are
achieving the aims that they set out in the application for the growth of their businesswhichis
what?

Mr Peel—For the grant project.

Senator COLBECK—That the grant project is allocated to, so it would not necessarily
look at issues of business practice within that specific process?

Mr Peel—But, as | say, if someone made complaints to us or made allegations to us, we
would be obliged to follow them up.

Senator COL BECK—Have you had any specific complaints with respect to this particular
grant?

Mr Peel—Not to my knowledge.
Senator COLBECK—You have not had any direct approaches?

Mr Peel—Not to my knowledge. | have read press articles | think in the Launceston
Examiner.

Senator BARNET T—And many others.

Senator COLBECK —There are a number of them about in several publications that | am
aware of. The Launceston Examiner is one, there is the Business Spectator, the Sydney
Morning Herald, the Age—there are a number of them floating around. What process would
someone who felt aggrieved by such a circumstance go through to make a representation to the
department?

Mr Peel—As | understand it, in this case, the Real Estate Institute of Tasmania has an issue
with allhomes. One would have thought that they would at first try to sort that out between
them. If there were some allegations of the misuse of grant funds then whoever had a
complaint about that should approach Auslndustry and we would have alook at it.

Senator COLBECK—OKkay.

Mr Paterson—When it is about the ownership of intellectual property there are other
means of people enforcing their rights in relation to ownership of intellectual property. If itis
asserted that there is a breach of ownership of intellectual property then there are other
mechanisms to be able to prosecute. This would not be the first case where allegations of
breach of intellectual property have been made. It is not an uncommon thing for people to
assert that. It is another thing for them to be willing to prosecute those assertions and to
support their own intellectual property ownership if that isthe case.

Senator COLBECK—OKkay.

Senator BARNETT—On that point | have read through the guidelines for applicants for
these grants and under the access to intellectual property section 2.3 it specifically states that
an applicant must be able to demonstrate that it owns or has access to or beneficial use of any
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existing |P needed to carry out and all commercialise the project. Applicants are not eligible
for assistance if the IPis in dispute or ownership has not been clearly established. We could
only assume that the department would have done due diligence to ensure that they were
satisfied that that was the case. Isthat correct?

Mr Paterson—You could expect that we would have made the assessment of the
application against the guidelines. There is an element of the question about the extent of due
diligence that can be undertaken in relation to any grant application. If there is an implication
in your question do we follow all the entrails in relation to intellectual policy ownership in
relation to every grant application we receive then | would probably say no. If your question
is: do we satisfy ourselves that the guiddines that are published in relation to these guiddines
and the application adequately deals with that matter and satisfies us on the basis of the
application that they have the intellectual property ownership of the matters that they wish to
exploit then the answer is yes.

Senator BARNETT—The criteria say that the individual must be able to demonstrate that
they have necessary rights to the IP. That is part of the criteria. It is normally expected that, if
the project succeeds, the participant will own any | P resulting from the project.

Senator COLBECK —This particular project is about expanding its website nationally and
access to information. As | recall the documentation that approved the grant, the project is
about an innovative new way to harness information. Surely that is a key criterion given what
it was talking about, because the implications and the impact of that, particularly as put to me
by some players in the real estate industry, are that if the information harvested is not updated
it could very well provide a circumstance where it is misleading customers as to certain
conditions with respect to a certain property sale. In this particular circumstance, the issue of
the ownership of the IP, given what the planned project was doing, was very fundamental to
the application.

Mr Peel—We are satisfied that allhomes owns the intellectual property connected with this
project, which is essentially an extension of its current website throughout Australia. The
alegation, as | understand it, that has been made by the Real Estate Institute of Tasmania is
that, by putting on that website properties for sale, for example, that have been advertised for
sale by a particular real estate agent in Tasmania, that is somehow in breach of copyright for
those real estate agents. | am also aware that allhomes has written to the real estate agent
community in Tasmania and has said that it believes that the allegations that have been made
are incorrect and misleading and that it has a clam for damages against the Real Estate
Institute of Tasmania for breaches of the Trade Practices Act and the Fair Trading Act. Thisis
clearly an issue between the Real Estate Institute of Tasmania and allhomes. As far as we are
concerned the project that we funded, the intellectual property underpinning that project, is
owned by allhomes.

Senator COLBECK —Intellectual property in that circumstance being the IT required to
harvest the data that it then displays on the website?

Mr Peel—Correct.

Senator COLBECK—S0 in fact the allegation that IP, intellectual property, is being
breached is a secondary element to that process. | will give you an example from the real
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estate agent that | spoke to and that had contacted allhomes demanding that their information
be removed. It was not removed immediately, but once there had been legal communication it
was. That isan individual circumstances where, as Mr Paterson said, an outcome was achieved
between two individuals as part of this process. But it does fly in the face a little bit of an
assertion by allhomes. They can make all the assertions that they like, and | understand that.

Mr Peel—With respect, the real estate people in Tasmania are making assertions.

Senator COLBECK—I was in fact about to say exactly the same thing. There will be
arguments on each side of the equation and, as Mr Paterson said, there are processes to deal
with that. What Senator Barnett and | were trying to get to the bottom of were issues of IPin
respect to the application process. You are clarifying that to us by saying, as far as you are
concerned in this circumstance, the IP in relation to the application is the I T that harvests the
information that they then display on their website.

Mr Peel—Correct. And | think what is being suggested is that putting advertisements on
that site for properties in Tasmania that have been advertised by real estate agents in Tasmania
is a breach of their copyright. That is an issue that needs to be resolved between allhomes and
the Real Estate Institute of Tasmania.

Senator BARNETT—You do not see that as an issue for the department?
Mr Peel—Obvioudy we will monitor what happens.

Senator BARNET T—Even though your criteria say that if it isin dispute—
Mr Peel—We have not had any approach.

Senator BARNETT—I am just looking at your criteria that say if the IPis in dispute or
ownership has not been clearly established then—

Mr Peel—The IPfor the project we do not believe isin dispute. The issue that isin dispute
is putting the advertisements on the site, and that is really a matter between the Real Estate
Institute of Tasmania and allhomes to resolve. Allhomes has one view—it believes that that
information is in the public domain and therefore there is not a breach of copyright. But | am
not a lawyer, and no doubt allhomes has its lawyers and the Real Estate Institute of Tasmania
hasits lawyers and that is that.

Senator BARNET T—And you do not have an opinion?
Mr Peel—I do not have an opinion.

Mr Paterson—And if we had an opinion we would not express it. The minister might be
asked to say something but the department necessarily could not.

Senator Carr—You cannot ask the officers for an opinion; you know the standing orders.
Senator COLBECK—We can ask you for an opinion but we cannot ask the officers—

Senator Carr—The officers have expressed the situation very clearly. These were not
issues at the time at which the grant arose. They are not issues concerning the grant per se.
Thisis not a matter for the department, as| understand what they are saying.

Senator COLBECK —Perhaps it is a consequential one but, as the officers have said, it is
not adirect onein relation to the way they have assessed the application.
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Senator Carr—I cannot see any problem with what they have said.

Mr Peel—As | said earlier, we have not been approached by the Real Estate Institute of
Tasmania or anyone else. All we have doneis read articles—

Senator COLBECK —You might like to add the Real Estate Institute of Victoria to the list
aswell. Thereisabit of apool growing. Anyway, that isfine.

Senator BARNETT—The criteria are set out in the document that the minister released
when he announced the 21 recipients.

Senator Carr—It is not for the government to respond to speculation on allegations of all
potential legal actions. That is not our role.

Senator BARNETT—Indeed. But you have criteria and you want to make sure that they
are properly kept and met.

Senator Carr—Nao-one has suggested to me that there has been a problem on that front.

Senator BARNETT—That is why | am asking the question about whether you are
satisfied—

Senator Carr—I have no reason to doubt.

Senator BARNET T—that the criteria have been met. | have mentioned the IP but there are

also eigihility criteria under point 2. If you are saying that they have been met, then that is
something that obvioudly will need to be reviewed and assessed by those concerned.

Mr Peel—It was properly assessed and recommended for approval against the criteria that
apply to the grant program.

Senator BARNETT—You have the funding application and the funding agreement
between your department and—

Mr Peel—Yes, we execute contractual agreements.

Senator BARNETT—Do you have a standard agreement that you can make available to
the committee?

Mr Peel—It is probably available on the website—

Senator BARNETT—Could you forward that to the committee.

Mr Peel—but we could provide you with a copy of a standard agreement.
Senator BARNET T—Thank you.

Senator COLBECK —I want to go to some questions in relation to—and | do not think
these are necessarily for the officers; | think they are more for you, Minister—some concerns
regarding delays in awarding tenders to supply Defence clothing. | understand that thereis an
interaction with another agency here, and there will be some questions going to Defence. What
| want to try to concentrate on here are the impacts from a manufacturing perspective in
Australia, rather than necessarily the issues between Defence and the industry. There are some
linkages, so if you could allow me a little forbearance | will try not to stray too much into the
other portfolio. It goes to government responding formally to the Lewincamp report, the
impact that that is having on innovation here in the country and your interaction with that.
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Specifically, Minister, are you aware that several Australian textile manufacturers have
notified the Defence Materiel Organisation of potential job losses and delays in awarding
tenders? Have you had any conversations with industry about issues surrounding this?

Senator Carr—I do not recall any conversations specifically along the lines you have
suggested.

Senator COLBECK—So your department has not been engaged at all by textile—

Senator Carr—The department is in conversations with textile manufacturers on a regular
basis. Have you asked a specific question in terms of what the department has done?

Senator COLBECK—There is a concern being expressed to us. | want to know whether
that concern is being expressed to you, what your interactions are in moving thisissue forward
and the potential impacts on manufacturing in Australia.

Senator Carr—I understand your point. | do not have a direct role in clothing tenders for
the defence department.

Senator COLBECK—I understand. We hope you have some influence.

Senator Carr—We always have an interest in the health of industries. | have indicated to
you that textiles is an area in which we have a special interest. From time to time people will
canvass with me matters relating to the general state of the industry. But | do not know if

anyone has canvassed specificaly the matters that you have put to the committee this
afternoon.

Mr Lawson—A few weeks ago Defence run a public session in Melbourne for the TCF
sector. In advance of that meeting the Head of Industry Division in DMO spoke to me, and
they have a regular process of engagement with the industry. People within my TCF sections
deal on aregular basis with companies, but | have not received specific concerns along those
lines. There is always the general issue of timing of tenders and things like that. We are always
hearings issues about timing of tenders, but | have not had something specific on that.

Senator COLBECK—OKkay.

Senator Carr—Are you referring to today’s press, which reports that the minister for
defence materiel, Minister Combet, has indicated:

... dl theuniforms—

will be—

manufactured in Australia, by Australians and using Australian fabric.

A $30 million contract was signed yesterday. Are you familiar with that material?

Senator COLBECK—I have not been provided with that information and | am not sure
whether these questions predate or postdate that. This is the information that has been given to
me this morning.

Senator Carr—There was some public comment about questions of contracts going
offshore.

Senator COLBECK —Yes, we discussed that |ast time.
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Senator Carr—I can recall there were front-page articles in some tabloids on this matter.
Could you at least have a look at this material? | am sure that we are being monitored, so if
there is any information that can clarify that—

Senator Carr—I amjust wondering if your questions predate this material.

Senator COLBECK —I will have to check that. | am happy to look at something else for a
moment while those who are monitoring us check that. If that is the case, we can potentially
move on. There might be some other issues that we come back to in relation to that. So we will
just put that aside for the moment and get back to it before we finish. | would like to move on
to the Green Car Innovation Fund. To go over alittle history, the initial Green Car Innovation
Fund was $500 million, and then it was increased to $1.3 billion, as announced in November
2008.

Senator Carr—Sorry?

Senator COLBECK —The initial Green Car Innovation Fund was half a billion dollars,
$500 million, and increased to $1.3 billion as announced in November 20087

Senator Carr—There were comments made in the period prior to the last election that we
would establish a green car innovation fund. The figure of $500 million was mentioned in the
early stages. As a part of our New Car Plan for a Greener Future there was a commitment to
$1.3 hillion.

Senator COLBECK—OKkay. | just wanted to make sure | had my history correct. The
government has announced in the current budget a reduction in that fund of $200 million.

Senator Carr—Yes.

Senator COLBECK—I just want to get a sense of how that changes the nature of funding
through the scheme—what the impact is on the scheme.

Senator Carr—What it means is that there is $790 million available over the remaining
nine years. It is a 10-year program. The reprofiling of the fund is such that | am confident we
can meet the demands on the fund over the forward estimates period.

Senator COL BECK—Okay. How does that impact on the two streams in the fund?

Senator Carr—It does not affect the guidelines. What it means is that over the 10 years—
or 11 years of the program in total—it moves from $1.3 billion to $1.1 billion, so there is $790
million left and grant funding is available for the remaining nine years of the program.

Senator COLBECK—Okay, so how does the government allocate that to the various
streams of the fund?

Senator Carr—It isthe same basis as the guidelines have indicated.

Mr Peel—It is not an actual allocation to each stream of the fund. Thereisalimit on grants
that members of each stream can get. Under stream A there is a limit of a cumulative $300
million, and under stream B there is a cumulative limit of $100 million. But there is not an
actual amount set aside for each stream of the fund.

Senator COLBECK —So any applicant under stream A can make as many claims as they
like up to that $300 million over that period of time?
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Mr Peel—Yes, subject to available funds.

Senator COLBECK—AnNd under stream B it is $100 million. But there is no balancing or
specific alocation to either of the streams. That will depend on applications and grants
approved.

Mr Peel—Correct.

Senator COLBECK—How many contracts under the fund do you currently have signed?
Mr Peel—Five.

Senator COLBECK—Can you give me the dates for each of those?

Mr Peel—I cannot give you an exact date for when the contracts were signed, but | can
give you the dates when the grants were announced. There was a grant announced at Toyota on
10 June 2008, a grant to Holden on 22 December 2008, a grant to Ford on 24 July 2009, a
grant to Orbital on 11 March 2010, and a grant agreement was executed with SMR
Automotive on 23 April 2010.

Senator COLBECK—Can you quickly run down the values of each of those, please?

Mr Peel—Yes. The grant to GM Holden $149 million. Ford is $42 million. Toyota is $35
million, Orbital Corporation is $440,413, and SMR Automotive is $2,422,190.

Senator Carr—Perhaps | could help you here, because | know where this is going. The
reduction the coalition has announced would reduce the remaining funds by $35 million. The
effect of that would be to reduce the funds available by 50 per cent for the next four financial
years. No new grants would be available should that proposition come into effect. In fact, we
could not meet existing commitments under the terms of the contracts that we have already
issued.

Senator COLBECK—I was just about to get to—

Senator Carr—I just thought | would help you out there with that.

Senator COLBECK—That isall right. It is good to see that you are anticipating where we
are going and are aware of what is happening around the place. Can you give us a schedule of
the annual payments for each of those grants?

Mr Peel—I can give you atotal. | cannot giveit to you for each group.

Senator COLBECK —Yes. | understand that there may be some commercial-in-confidence
issuesinrelation to that aswell. | amlooking for the tail on each of those.

Mr Pater son—I think Mr Pedl has indicated that we can give you a total for each of those
years but not broken down grant by grant over each of those years.

Senator COLBECK—As | said, | accept that there may be some commercial-in-
confidence reasons for doing so. | understand that. So it is the annual figures that | am happy
to get.

Mr Peel—Starting in 2010-11—is that what you are after?
Senator COLBECK—Yes, please.
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Mr Peel—The total current commitments of those grants that | have mentioned—and |
should say that there are some in the pipeling; | cannot count those—

Senator COLBECK—We will cometo those.

Mr Peel—As at 30 April, it was: $61,620,184 in 2010-11; $45,493,591 in 2011-12; and
$619,499 in 2012-13.

Senator COLBECK—Six hundred and nineteen? Is that thousands? It was $61 million,
$45 million and the last one was $619,000?

Mr Peel—I think it is thousands. | might have to check that on notice. Hopefully someone
has not | eft off three zeros!

Senator COLBECK —If you can advise us of that, it might help us al out and keep us al
out of trouble!

Mr Peel—That isit. Those are the current commitments for those grants | have mentioned.
Senator COL BECK—S0 how many contracts are you currently negotiating?

Mr Peel—We have one a grant that is still going through the process.

Senator COLBECK—Only one grant is currently under negotiation?

Mr Peel—That isright.

Senator COLBECK —That makes my next question a bit difficult because if there had
been a number of grants | could have asked for a total allocation without breaching any
potential announcements the minister might like to have made. So that is the only project that
you currently have on the books?

Mr Peel—That isright. It isthe only one currently not announced. It is being finalised.

Senator Carr—I think that is a question of grant applications received. We cannot go into
the detail obviously, but there are a number of others which different sections of the
department have commenced conversations about.

Senator COLBECK—I understand you do not necessarily want to make your
announcements about all these things here in this process, but what level of commitment does
the government have in respect of the discussionsthat it is currently having?

Senator Carr—What | have indicated to you is that the forward profile is sufficient to
cover our anticipated level of demand.

Senator COLBECK—Didn’t you say it was $10 million short?

Senator Carr—No, in terms of the current year’'salocation it is nearly $11 million. That is
for 2010-11.

Senator COLBECK—That isfor this year?

Senator Carr—That is what | am saying to you. If we were to take into account the
proposed opposition cuts, which are $52 million, we would be nearly $11 million short on
contracts already entered into.

Senator COLBECK—For 2010-117
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Senator Carr—Yes.
Senator COLBECK—So what isthe impact in 2011-127?

Mr Peel—As the minister mentioned, as at 30 April the shortfall for 2010-11 is
$10,878,568.

Senator COLBECK—Okay. So that would take into account the SMR grant which was
announced on the 23rd.

Senator Carr—Because this has engaged a political debate concerning a stated policy
position of the opposition, it is only reasonable that | answer questions.

Senator COLBECK—That isfine.

Senator Carr—I do not think it is fair to have the officers deal directly with those
questions. | have asserted the position that based on what the opposition have said the
opposition's proposed reduction of $52 million this financial year would leave a shortfall. If
that were implemented, the department would not be able to implement their existing contracts
to the tune of $10.8 million.

Senator COLBECK—So isthere a shortfall the following financial year?

Senator Carr—Because there are a series of other matters—as we have already canvassed,
there are a range of applications in various stages of the process—we cannot say that at this
stage. What we can say is that in the financial year 2010-11 the shortfall, if this were ever
implemented—and you understand | would be doing all | could to make sure it never were—
on the basis of what your party has indicated, would be $10.8 million. | claimed, therefore,
that you would not be able to fulfil contracts.

Senator COLBECK—I understand. And you have one contract still in the process, which
you obviously cannot tell me—

Senator Carr—I| am saying there are a number of applications in various stages of the
processes. Thereis a formal application that is received and processed by the department, but
there are other processes in terms of discussions with officers before that occurs. That iswhy |
can say to you that the current profile—

Senator COLBECK —As signed commitments sit at the moment there is a shortfall in
2010-11 but you can meet commitments from there out based on contracts signed?

Senator Carr—No, | am saying to you that on our profile we can meet all contractual
commitments. However, you cannot afford to take another $52 million out.

Senator COLBECK—The question is what a contractual commitment is as of today. At
the moment you have five contracts.

Senator Carr—That iswhy | can say to you that as of today, based on signed contracts, if
you were to implement the oppoasition’s policy of taking a further $52 million out of the fund
there would be a shortfall of $10.8 million. Contracts could not be honoured on the basis on
which they have been signed.

Senator COLBECK—OKay, | think we are on the same page on that. So on the basis of
signed contracts for 2010-11 your claimisthat thereis a shortfall of $10.8 million.
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Senator Carr—If your policy was ever implemented.

Senator COLBECK—Okay, we are cool with that. And you cannot say anything on the
out years because there are not signed contracts at the moment. You are privy to information
that | am not privy to, obviously, and you will make your arguments at an appropriate time
about that.

Senator Carr—That isright.

Senator COLBECK—BUt, apart from 2010-11, based on current contracts there are not
issues in the two years 2011-12 and 2012-13.

Senator Carr—I can assure you that by the time we get there there will be new
applications and new processes.

Senator COLBECK—You will do your spending and your alocations in that period of
time, and then we will have to deal with those issuesin that time frame.

Senator Carr—From what we know now, on the basis of signed contracts in 2010-11 if
you were to implement the opposition cut of $52 million there would be a shortfall of nearly
$11 million.

Senator COLBECK—Do you have a budgeted profile for the expenditure through this
committee or isthat going to be industry driven?

Senator Carr—Thereisaforward profile on their fund.

Mr Peel—I will give you the total administered appropriation from 2010-11 through. This
isfor grants. In 2009-10 there is $133,306,000. In 2010-11 it is $104,035,000. In 2011-12 it is
$173,044,000. In 2012-13 it is $156, 880,000. In 2013-14 it is $121,696,000. In 2014-15 it is
$177,469,000. In 2015-16 it is $105,543,000. In 2016-17 it is $38,242,000. In 2017-18 it is
$10,592,000. In 2018-19 it is $391,000,000. All of the numbers | have given you include
grants and operating expenses.

Senator COLBECK—What proportion is operating expenses? | did not want to have to
ask the question, but | do have to!

Mr Peel—I do not have the figures here. It is a relatively small amount. | can give the
figures to you for 2010-11 to 2013-14. In 2010-11 it is $544,000. In 2011-12 it is $543,867. In
2012-13 it is $843,856. In 2013-14 it is $543,222.

Senator COLBECK—Do those amounts take into account the overall reductions in
funding announced to the fund?

Mr Peel—Correct.

Senator COLBECK—Are they net of the $200 million that has been removed from the
fund?

Mr Peel—Yes, that is minus the $200 million.

Senator COLBECK —So at the moment the only commitments against those years go out
asfar as 2012-13?

Mr Peel—That isright.
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Senator COLBECK—ASs of today, the only commitments against those funds go out to
2012-13.

Mr Peel—Yes, | gave you those figures earlier, Senator.

Senator COL BECK —With the clarification to come of whether it is $619,000 or—
Mr Peel—I think it is $699,000—

Senator COLBECK—$699,000?

Mr Peel—It is $619,499.

Senator COLBECK—Okay. Minister, do you expect to be making significant further
announcements in relation to expenditure against this fund in the relatively near future? | will
stick to this side of the el ection. We do not need to specul ate on the time frame of that.

Senator Carr—We will have to wait and see. | do not know when the election is going to
be.

Senator COLBECK—We do not need to go there. But you are expecting to make—
Senator Carr—Thisisaserious bit of work. Thisis about—

Senator COLBECK—AnNd | treat it that way, and that is why | am trying to respect the
government’s confidentiality intheissuesit is dealing with, but | am just trying to garner some
information for my own purposes.

Senator Carr—We will announce further grants upon receipt of quality applications and
the due processes. | am confident that there will be further projects over the forward estimates
period. | cannot say to you when they are going to be announced—

Senator COLBECK—No, | understand that.

Senator Carr—This is a fund that is specifically aimed at the transformation of the
industry and it is seen as part of a broader package of measures which we have announced
which provides support in excess of $6 billion. The total impact is to see an industry that is
sustai nable and able to develop new products and new jobs for Australian workers. Now, | am
very confident that we can deliver on all of those.

Senator COLBECK —I am trying to frame some questionsin away that | can garner some
information. You are happy to talk to journos in the background about this, and that is part of
the process—

Senator Carr—No, | said this on the record. | was very, very clear. | have made it very
clear that | think the changes that you propose will see us not being able to meet our
contractual obligations.

Senator COLBECK—Yes, for 2010-11, and we are not arguing about that.

Senator Carr—I think they were hastily put together and did not reflect an understanding
of how the program operates. | have said that on the record. | am not trying to hide from that; |
am more than happy to argue that case out, as to why | think that. | am also saying to you that
this program will provide a further $790 million in grant funding over the next nine yearsand |
expect that to produce a very, very big results for the Australian automotive i ndustry.
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Senator COLBECK—OKkay. You have indicated that the $200 million reduction in the
fund was due to the fact that it had attracted lower than expected interest.

Senator Carr—It was effectively due to the fact that we have a general belt-tightening
across the government.

Senator COLBECK—So it is not necessarily due to external factors but to internal
government issues?

Senator Carr—Clearly, there are, in part, questions about the take-up as a result of the
global financial crisis. Thisis an international industry, after all, and an industry that has seen
the worst crisis that it has faced in 70-odd years—some would say, since its creation. | think
we have done remarkably well in weathering that storm. There is no doubt, however, that there
has been a huge squeeze on liquidity—a huge squeeze—and, because we run, on a pro-rata
basis with the industry, a co-investment scheme, that has restricted the opportunities that some
people would have had to participate in the program. Now, that is starting to ease, and | am
expecting quality applications to come forward. But there is no doubt, equally, that the
changes that we had to make to the fund are part of the general budgetary position the
government is pursuing.

Senator COLBECK—Moving on to the Automotive Industry Structural Adjustment Fund,
you announced in November 08 that you had $116.3 million allocated to that. Can you tell us
how much has been spent and/or committed to that program?

Mr Durrant—While $116 million is the total under the scheme, it is broken into two
elements. The structural adjustment element, which is administered by the department, is $78
million. There is a $36 million section which is administered by the department of
employment and that relates to assisting employees who have lost their jobs as a consequence
of structural adjustment. In relation to the $78 million, the 2008-09 alocation has been
expended. In relation to the 2009-10 allocation, the balance of the remains at this stage is
$7.523 million.

Senator COLBECK—Are there any further allocationsin the out years?

Mr Durrant—Yes, there is one further allocation, of $43.75 million. There are no
commitments against that at this stage.

Senator COLBECK —That isjust a block amount not necessarily allocated to years at this
stage?

Mr Durrant—That is allocated to financial year 2010-11.

Senator COLBECK —The 09-10 allocation: is that an unallocated amount at this stage? Is
that a remaining sum or isit the all ocation for the year?

Mr Durrant—At this stage the $7.523 million is unallocated.

Senator COLBECK—How much is being spent this year on the program?

Mr Durrant—This year $18.863 million has been agreed or committed or paid.
Senator COLBECK—And the amount spent in 08-09?

Mr Durrant—In 08-09, agreed, committed and paid, $7.88 million.
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Senator COLBECK —Are there any further expected allocations in relation to the 09-10
sum, that 7.523?

Mr Durrant—That is possible.
Senator COLBECK—Any specific contract negotiations in relation to that?
Mr Durrant—No, not contract negotiations.

Senator COLBECK —So potential applications have been discussed, but not necessarily
contract negotiations as yet. Okay. As part of the launch of its new car plan in November 2008,
the government announced it had allocated 6.3 to the automotive market access plan. Figures
in the budget suggest less than that is being devoted to the program between 09-10 and 11-12,
and thereis no all ocation out beyond that. Is there another appropriation for that program?

Mr Durrant—It was a three-year program. Of the 6.3, $3.7 million over the three years—
09-10, 10-11 and 11-12—was allocated to Austrade. That was to expand their adviser network
in China, India, Korea and Thailand. So the money available under the program for this
department for administration is $750,000 for the automotive envoys and $1.5 million for the
Team Australia Automotive initiative. That in total, as reflected in the budget statements, is
$750,000 for the next three years.

Senator COLBECK —Can you give us the program for the automotive envoys—what will
they be doing?

Mr Durrant—Certainly. | can run through Mr Conomos program. He has had four
oversess visits so far this financial year. In October he was up in Japan speaking to the
Australia-Japan Joint Business Conference. Later in November he visited Thailand with an
industry delegation. In February this calendar year he also visited India and Malaysia with a
delegation, and he is currently in China with a delegation. He returns home on 3 June. Mr
Bracks led an industry delegation over to the United States in October. In addition to that, Mr
Bracks has been active in a number of domestic initiatives, including working with the
Australian banking community to help finance the automotive industry.

Senator COLBECK—Which industry?
Mr Durrant—The automotive industry. He has been working with the banking industry.

Senator COLBECK —Okay. This is to deal with some of the finance issues within the
sector?

Mr Durrant—Correct.

Senator COLBECK—Do we have any specific outcomes to date that we can proudly
display from those overseas activities?

Mr Durrant—I can just comment that the trip to India was rather productive, however |
think there are some negotiations happening between Australian and Indian firms at the
moment and to comment on them might just pre-empt those.

Senator COLBECK—Can you explain the significant tapering off in the LPG scheme
figures beyond 2010-11 in the forward estimates?
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Mr Peel—I think that was a question asked earlier today. There are a few reasons for the
tapering off. One is that there was a high level of demand at the beginning of the LPG
program, which meant that we brought moneys forward to earlier years from later years. Also,
the level of the grant provided for LPG decreases as we go forward. They are the essential
reasons.

Senator COLBECK—So is demand capped on the program as it stands now? | understand
you are tapering off the amount that is available. Is there a cap on the annual expenditure as far
as the number of grants?

Mr Peel—The program has been funded out till 2013-14 and then it finishes. It is not an
ongoing program.

Senator COLBECK—Yes, but on an annual basisif you turn up to get a—

Mr Peel—No, it is not capped each year.

Senator COLBECK —So it is demand driven and if the demand is higher the government
is either going to have to bring forward funds or find the additional funds to cover it.

Mr Peel—That is exactly what happened in the early years of the program. So we are
actually quite a bit ahead of the original estimates of the number of grants that would be paid
under the program.

Senator COLBECK—So it isa combination of factors?
Mr Peel—That is right.

Senator COLBECK—And it endsin 2012-137?

Mr Peel—2013-14.

Senator COLBECK—Can you give us a sense of the work you are doing on demand
management strategies in working towards making the industry greener—for example,
assisting users to reduce private transport fuel use? | suppose that comes to some of the
smaller vehicles that you are assisting through the Green Car Innovation Fund but is there
anything outside of that?

Mr Peel—Not that Auslndustry administers directly.

Senator COLBECK —There s nothing else that the government is doing to reduce private
transport fuel use apart from the work that is being done with smaller and more fuel-efficient
vehicles?

Mr Durrant—One of the initiatives in the Department of Infrastructure, Transport,
Regional Devel opment and Local Government, the Green Vehicle Guide, provides information
to consumers about the fuel emissions and fuel efficiencies of motor vehicles. That is an
educative campaign available on the website.

Senator COLBECK—I will leave that at that. What discussions has the department had
with the industry in respect of phase-in of Euro 5 and 6 emissions standards? Where are we at
with that?

Senator Carr—We have had quite a lot of discussion with industry about these issues,
however Minister Albanese has primary carriage of this matter.
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Senator COLBECK—So what impacts will that have on this portfolio and the
manufacturers?

Senator Carr—There has been no decision taken yet, so it isabit hard to judge.

Senator COLBECK —There are no decisions at this stage at a whole-of-government level,
so the potential impacts of those—

Senator CARR—Whoisonthe IDC?

Mr Durrant—That is right. For that initiative a regulatory impact statement has been
published. Comments have been made to that. The government would like a decision based on
that and other issues.

Senator COLBECK—Isany work going on in relation to electric cars?
Senator CARR—What do you mean by ‘any work going on’ ?
Senator COL BECK—Within the department applications.

Senator Carr—We cannot comment on the applications but | can say to you that we have
some real strengths in battery technology in this country. In terms of the road map that has
been prepared through the innovation council, it is one of the issues that we are pursuing.

Senator COLBECK—I move on to the Green Building Fund. As | understand it, we are
close to expending the full amount allocated under the Green Building Fund—is that correct?

Mr Peel—We have recently closed applications for what we think will be the final round of
the Green Building Fund.

Senator COLBECK—That was round 67
Mr Peel—Yes.

Senator COLBECK —Do we expect expenditure to go out to the full extent of the program
which was initially announced at 2012-137?

Mr Peel—It will be. | think it was announced at $90 million.
Senator COLBECK—Yes. How much have we spent so far?

Mr Peel—It was originally announced at $90 million. There was a reduction in 2008-09 of
$2.827 million so it is now $87.173 million. To date we have funding commitments of
$34,586,000 and we have paid out $19,703,000, which |eaves us with close to $33 million that
we have not yet committed to grants, which will be looked at in round 6.

Mr Sexton—Those commitments of $32 million not yet entered into do not take into
account round 5, which was recently announced, about a week or so ago. There is about $16
million or $17 million of that which has been allocated. So in effect we are down to about $16
million left in the scheme.

Senator COLBECK —So thereis about $16 million | eft for round 6.
Mr Sexton—Yes.

Senator COLBECK —So effectively spent is somewhere in the order of $70 million so far,
committed.
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Mr Peel—Committed and spent.
Senator COLBECK—So effectively about $70 million.
Mr Peel—Yes, about $71 million.

Senator COLBECK —That isfine. The program was initially set up around grants of about
a half million dollars. We talked a little bit about that at the last estimates. Grants are between
$50,000 and half a million dollars. Can | get a sense of what was gone through to allocate
some significantly larger grants as part of that process?

Mr Sexton—There are only two grants that have received in excess of $500,000. They are
special projects within the merit criteria. There are a number of criteria—

Senator COLBECK—Can you repeat that last bit. | missed it, sorry.

Mr Sexton—Within the merit criteria.

Senator COL BECK—Within the merit criteria. Okay.

Mr Sexton—There is the possibility of supporting projects above $500,000 if they satisfy

additional requirements—in other words, that they are world's best practicein what istrying to
be achieved and that they relate to buildings larger than 5,000 square metres.

Senator COLBECK—So the $3.042 million grant paid to Commonwealth Managed
Investments met that criteria, as did the one for $2.318 million to LIF Pty Ltd. Can you give us
a sense of what those particular projects were?

Mr Sexton—The details are on the Ausl ndustry website.

Mr Peel—The Commonwealth Managed Investments Ltd project is a wind array scheme.
The description on the web states:
Installation of vertical axis wind turbines on the roof of the building to supply carbon free energy to the

base building. The array will reduce base building CO2 emissions and improve the energy efficiency of
the building.

The description of the one in North Sydney, LIF Pty Ltd project states: ‘ The project will see
the implementation of Australian technology, including the Shaw Method of Air Conditioning
and Bennett Clayton engine technology as part of significant upgrades of the HVAC and
trigeneration systems. The project aims to achieve post-project greenhouse gas emissions
almost 70 per cent lower than that required to achieve a 5 star office building rating.’

Senator COLBECK—These are all effectively retrofitting projects?
Mr Sexton—These are all for existing buildings.

Senator COLBECK —The Commonwealth Managed Investments project was to provide
the Wind array Scheme. It is a series of vertical access wind turbines.

Mr Sexton—That was only one aspect of the overall project but it did include those.

Senator COLBECK—Can you give me some more detail to that. The project description
which | have from the website basically talks about that. What else was special about the
project?

Mr Sexton—I will have to take that on notice. | do not have the full description.
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Mr Peel—We have only got descriptions from the web. So we can take that on notice and
let you know.

Senator COLBECK—Can you give me any description of the Shaw Method of Air
Conditioning and the Bennett Clayton engine technol ogy.

Mr Peel—Yes, we will get that for you.

Mr Sexton—We will take them both on notice.

Senator COLBECK—Are those projects completed or are they underway.
Mr Sexton—They are both underway.

Senator COLBECK—What audit processes and project review processes do you
undertake to verify that they are achieving what they are going to achieve?

Mr Sexton—The milestone payments are structured so that there is an amount paid upfront,
there is an amount paid on conclusion of the project and then there is a final amount paid 12
months after the project is completed on the provision of a NABERS report, which is intended
to demonstrate the savings actually achieved.

Senator COL BECK—A neighbour’s report?
Mr Peel—It stands for National Australian Built Environment Rating System.

Senator COLBECK—I had nasty visions of you going to ask the next-door neighbours
just to see whether it was working.

Mr Peel—Actually, at the last estimates, in the Hansard initially, that is how it was spelt.

Senator COLBECK—I am not on my own then, am |—that is good! | had some
frightening visions of some nasty planning issues. Is there a scale to those payments, or are
they based on an analysis of each individual project?

Mr Peel—There is basically a payment regime that applies to all projects: it is 20 per cent
on execution of the contract, 60 per cent once we receive a satisfactory final report that the
project has been implemented and then 20 per cent one year later, provided we get this
NABERS assessment to say that the project has achieved the environmental target that was set
for it.

Senator COLBECK—Do we get any sense of CO2 emissions saved, for example? Is there
any measurement of that as part of this process, or isthere—

Mr Peel—Yes, we do. So far—I| am not sure that this includes round 5—the figure that |
have are about 158 kilotons per annum.

Senator COLBECK —Isthat a claimed amount, or isit a measured amount?

Mr Sexton—That is a projected amount, and that is what we measure to see whether or not
it has been achieved when we get the NABERS report 12 months after the project has been
compl eted.

Senator COLBECK—Do they have to make restitution of that amount as part of the
process? Or is there another scale within? | still have visions of the neighbours coming around
with afew cartons to check out the project—sorry!
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Mr Sexton—Achievement of the projected outcome is not necessarily arequirement for the
amount to be paid. The amount of money that is withheld—20 per cent—is to ensure that we
do get that report in order to enable us evaluate the program at its conclusion. There will be
cases where they do not achieve thase particular projections for all sorts of reasons, including
technology and so on.

Senator COLBECK—What action do we take at that point?

Mr Sexton—If they have completed the project successfully at that point, and they have
provided the report, the final 20 per cent will be paid.

Senator COLBECK—Can you say that again? Sorry.

Mr Sexton—If the project has been completed, and they then have provided their NABERS
report 12 months after the compl etion, the final amount will be paid.

Senator COLBECK —Regardiess of whether they meet their commitment for whatever
reason?

Mr Sexton—It is not necessarily a commitment; it is a projection based on an independent
rating system where if you were to undertake this level of investment, you should be able to
achieve the following savings in CO2 emissions or equivalent.

Mr Peel—If we were satisfied that they did all the diligent things that they could do to
prosecute the project to its conclusion, and it achieved a rating of less than what was originally
proposed, then we would make the payment. It would only be in those cases where we
determined that they had not properly prosecuted the project.

Senator COL BECK —Effectively, they provide you with a plan up-front, they say, ‘We are
going to replace our lighting, we are going to double glaze windows, we are going to insulate
certain elements of the structure, we are going to reduce draught access,” and all of those sorts
of things. You would go through all of those things, do an assessment against a matrix and say,
‘Okay, we expect that you will achieve a certain saving'. Then you will assess that they have
done those things. You might make an assessment against the technology and receive the
report for the final payment.

Mr Sexton—The NABERS rating system is independent. It isthat report which determines,
or projects, what the savings might be.

Senator COLBECK—Are the initial applications assessed against that?
Mr Peel—Yes.
Mr Sexton—The initial application is assessed against that.

Senator COLBECK—You do an initial, and then a final assessment against the same
criteria?

Mr Peel—That isright.

Senator COLBECK—Then the final payment is at the end of that process.

Mr Sexton—The main criterion by which these applications are assessed is the amount of
CO2 projected to be reduced. It accounts for some 60 per cent of the assessment that we
undertake. The important thing isthat it isindependent. It is not provided by the applicant.
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Senator COLBECK—What different state variances, in recognition of different elements
of the building envel ope and how they might apply—for example, emissions from lighting and
things of that nature—are taken into account?

Mr Sexton—The NABERS rating system takes that into account.
Senator COLBECK —So that balances for the different state variations?

Mr Sexton—It balances out and takes into account the source of energy in the particular
State.

Senator COLBECK—What is your assessment of the demand for the program and its
take-up application rate versus successful applications? Are you being oversubscribed in each
round?

Mr Sexton—We have been oversubscribed and. Indicative of that is the last round where
we received 197 applications for round 6, which is more than double what we would have
received on average for the previous rounds.

Senator COLBECK—What is your sense of the impact of this program on general
building value? Is it making the buildings that are being modified more marketable, more
valuable, in the open market? Is it creating a demand for these types of buildings that have
been modified?

Mr Sexton—T he objectives of the program were to do two things: one, reduce emissions—
Senator COLBECK —I understand that.

Mr Sexton—from the commercial office sector; at the same time, to provide a
demonstration effect. One of the criteria that was used to assess that is the demonstration effect
that might have flowed. In other words, if this particular building were to achieve this level of
savings there is a demonstration effect to other property owners that this can be achieved.

Senator COLBECK—Are we at the stage of the program where enough projects have
been compl eted that we are actually getting that demonstrated effect?

Mr Sexton—Not as yet. We are not yet at the stage where we have the 12 months NABERS
report. That is some time off.

Senator COLBECK—So we do not have the final report yet for any project?
Mr Sexton—No, we do not.
Senator COLBECK—How far away isthat?

Mr Sexton—We are severa years away from getting that, to be able to fully evaluate the
success of the program.

Senator COLBECK—Do we have any projects that are at completion stage yet?

Mr Sexton—We have some projects for which the investment has been compl eted, but we
still await the 12 months NABERS report.

Senator COLBECK—So we are within 12 months of getting that explanation.
Mr Sexton—On some projects—yes.
Senator COLBECK—What proportion?
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Mr Sexton—I do not have that figure in front of me. It would be from probably the first
and second rounds, which werein early 2009, when these plans were announced.

Senator COLBECK —The first round was allocated in early 2009. So we are a bit over 12
months into the project—

Mr Sexton—We have got some way to go.

Senator COLBECK—I can understand that a large proportion of projects may not be
completed yet.

Mr Sexton—That is correct.

Senator COLBECK —Is there an average time frame on the projects? Some of the bigger
ones, obviously—the $2 million and $3 million ones—might have a longer time to go. Do you
have any stats on how long the projects might run? There are the retrofit projects.

Mr Sexton—I do not have any stats, but some of these projects are running several years.
Some of what we are funding are part of a much bigger refurbishment of the activity we are
not supporting.

Senator COLBECK—So they are making a contribution to a much larger fit-out—
Mr Sexton—In some cases—VYes.

Senator COLBECK—or refit of aproject.

Mr Sexton—Not an internal fit-out but a refurbishment of the building fabric.
Senator COLBECK—Lighting could certainly be part of that process.

Mr Sexton—Lighting in common aress, yes, but not tenant lighting.

Senator COLBECK—That level of detail does not fall within the scope of the project?
Mr Sexton—No.

Senator COLBECK—It is effectively the—

Mr Sexton—It is the base building activity.

Senator COL BECK—Without internal fit-outs to—

Mr Sexton—The expenditure is very much directed to things like the heating, ventilation
and air-conditioning systems upgrade, and so on.

Senator COLBECK—Going on to a couple of the clean business programs. Climate
Ready—how much has been paid out or has been committed for that?

Mr Sexton—The program has been fully committed. There are nho more rounds under
Climate Ready.

Senator COLBECK—What about Retooling for Climate Change?

Mr Sexton—The expenditure in that program to date is 4,799,000. Commitments are
8,247,000. That program when it was announced was a $75 million program. In the last budget
19 million was removed and so it isa $56 million program.

Senator COLBECK —What are the allocations on a year by year basisin the out years for
that?
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Mr Sexton—In 2010-11 it is 24,045,000 million, in 2011-12 it is 15.856 million.

Senator COLBECK—The program is terminating under current allocations in 2011-12.
Okay. We have some clarification on Army stuff, so we can go back to our military questions. |
can say that we appreciate the announcement from Minister Combet in relation to camouflage
issues. That is fine. We are talking about undergarments just to complicate things a little bit
further.

Senator Carr—Do you want to be a more specific!

Senator COLBECK—That is the extent of the detail that | have at this stage. My
instruction isto go back to my original question so let’s work our way through them.

Mr Lawson—The Defence Force publishes an ADF Clothing and Personal Equipment
Procurement Plan. | think the current one is the 2010-14 one. That was the one that did have
those other elements. It does not have undergarments on it but that is a publicly available
document.

Senator COLBECK —Could we go back to—and perhaps you can clarify for me so that it
helps us all through the process—the impact of the Lewincamp report in this process. |
understand that it is a report to Minister Combet, | am just trying to clarify something in my
mind so that | can try to take this forward.

Senator Carr—Could you just be alittle bit more precise. If it is about body armour then it
isadifferent question from jocks.

Senator COLBECK —I am not sure that it actually gets down to that level, Minister. The
information that | have is that it relates to undergarments and | do not know at what leve of
cladding.

Senator Carr—I do think thisisa matter for the Defence—
Senator COLBECK—We will be putting some stuff to Defence.

Senator Carr—We will not be able to help you with that. It would be better to go to
Defence direct.

Senator COLBECK —It relates to some wool-blended products, particularly in relation to
aflame-retardant wool blend. Does that ring any bells with you?

Senator Carr—Isit with Bruck Textiles?
Senator COLBECK—I have a suspicion that it may be.

Senator Carr—I have enormous suspicions that it is. But, again, | think you are going to
have to take this to Defence; DMO might be the place to put those questions.

CHAIR—Loath though we are to leave that topic!

Senator COLBECK—It appears that there are some concerns about the technology
involved—potentially, the exportation of the technol ogy.

Senator Carr—Yes. | think these questions are quite old.
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Senator COLBECK —It does go back a little way, but there are some current issues in
relation to that, including some issues of delivery of the product being late and impacting on
other things.

Senator Carr—Again—

Senator COLBECK —Let us ask a simple question, Minister. You are obviously aware of
thisissue?

Senator Carr—I have had a conversation with the company some time ago, but | think you
will find that your shadow minister has also had some conversation with—

Senator COLBECK—Thereisafair possibility.

Senator Carr—If that isthe issue—

Senator COLBECK—Are there any concerns that you have in relation to where this
particular matter is at, at this point in time?

Senator Carr—All | can say is—

Senator COLBECK—I am asking you rather than the agency because | do not think it is
fair to ask them the questions.

Senator Carr—I understand. In the light of developments concerning the announcements
yesterday—

Senator COLBECK—Which relate to uniforms, not these particular products, as |
understand it and as has been clarified to me.

Senator Carr—Thisis not an announcement that this department has made or | have made,
so | cannot go to the detail. What | would suggest is that these questions go directly to the
DMO or to Mr Combet.

Senator COLBECK —So are you aware of the contracts that the DMO awarded earlier this
year for the supply of this fabric?

Senator Carr—I am aware of the issue. However, it is a question that, in general terms, |
do believe is more appropriatel y handled by the officers with direct responsibility for it.

Senator COLBECK—Then | will try one final question. Are there any concerns out of this
department that the specifications for the material, that were developed by the Australian
company, were supplied in the tender documentation?

Senator Carr—Perhaps | will ask the secretary to answer.

Mr Paterson—I do have a recollection of the interchange that went on in relation to this,
and it does go back some time. But, to the best of my recallection, there were some
accusations of that nature made and they were emphatically rejected at the time. So it was a
DMO issue at the time. But, as | said, to the best of my recollection, it was emphatically
rejected that there had been any breach.

Senator COLBECK —If there is anything else that | can bring out of that | will put those
guestions on notice so that we can deal with them through that process.
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Mr Pater son—On a clear understanding, Senator, that we still think all of these issues are
associated with DMO. | do not want us to get them on notice when they are DMO questions.

Senator COLBECK—I am sure that they are going to get a visit from one of my
colleagues.

Senator Carr—The officers here can only refer them to DMO. So, if they are lodged with
this committee, that is what we will have to do, because we do not have responsibility for
them.

Senator COLBECK —I will not lodge anything with this committee that can be dealt with
or should be dealt within DMO. If thereis anything that relates specifically to this portfolio—

Senator Carr—We will be happy to answer them to the best of our ability.

Senator COLBECK—you can be sure that they will come your way. | want to ask some
questions in relation to the Insulation Industry Assistance Package and what elements of that
are being dealt with within the department. What allocation has been made to this department
to deal withissues arising from the closure and the tail of the insulation scheme?

Mr Peel—There is no specific allocation to this department. The government has identified
$15 million as being available for this program which is within the appropriation of the
department of climate change, not this portfaolio.

Senator COLBECK—What authority does this department have in reation to
management of issues that arise? What role does this department have?

Mr Peel—The department of climate change has asked us to deliver the program on their
behalf. When we need to make payments we have the authority to exercise drawing rights on
that appropriation within the department of climate change.

Senator COLBECK—What is the specific name of the program we are looking at?
Mr Peel—It is called the Insulation Industry Assistance Package or program.

Senator COLBECK—What is the process by which contractors engage to access the
program and what are the parameters of the program as you understand them—or as you are
administering them, | suppose, is moreto the point.

Mr Sexton—The program is open to manufacturers, distributors, importers and installers of
digible insulation product, those who had product at 30 April this year and are incurring costs
on holding that product. They are able to make an application to us in relation to the value of
that product and the entitlement relates to 15 per cent of the value of the product that they are
holding. There are a number of dligibility requirements that they are required to satisfy.

Senator COL BECK —So manufacturers, wholesalers, suppliers—
Mr Sexton—Manufacturers, importers, distributors and installers.

Senator COLBECK —How was the 15 per cent value determined? Was that something that
you were given as a number or one that you determined as a number?

Mr Sexton—The 15 per cent is a generally accepted view of the holding cost of insulation
products.
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Senator COLBECK—Is that the holding cost of insulation or the holding cost of any
product?

Mr Sexton—The holding cost of insulation.

Senator COLBECK —That figure was given to you by or determined by? You say it isa
generally accepted figure.

Mr Sexton—Conversations with industry.

Senator COLBECK—So that was an agreed figure, effectively, by discussion with
industry on what the holding cost of the product was?

Mr Peel—Actually it came from the department of climate change. We are administering
the program on their behalf. If you want to go into detail on that you would have to ask them.

Senator COLBECK—They have designed it; you are administering it, effectively.
Mr Peel—That is correct. We are delivering it.

Senator COLBECK—It is a once-off payment of 15 per cent?

Mr Sexton—It is once-off assistance payment, yes.

Mr Peel—It is a maximum grant of $500,000 and a minimum of $750.

Senator COL BECK—How much have you spent, and with how many?

Mr Sexton—The program has only been open for three weeks and as of last Friday we had
received 150 applications. We have completed the assessment, as of last Friday, on only 28 of
those. We have assessed 17 of those as digible and we have committed to payments of $1.3
million in respect of those 17.

Senator COLBECK—Based on your knowledge of the industry, do you have any
assessment as to what the reach of that isto this stage?

Mr Sexton—Our planning for this program was around 2,000 to 3,000 applications. With
most programs of this nature, the great proportion of applications usually come in in the last
few days.

Senator COLBECK—When is D-day?

Mr Sexton—The program concludes for applications next Friday, 4 June.
Senator COLBECK—When was it announced?

Mr Peel—On 6 May.

Senator COLBECK—So four weeks is the application period. That was designed by the
department of climate change?

Mr Sexton—Yes, Senator.

Senator COLBECK—What resources have you had to allocate to the program? What is
your team?

Mr Sexton—With the agreement of the department of finance we have estimated that the
resources required to deliver this program will be just over $1 million over two years; this
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financial year and next financial year. That amount of money will be drawn down from the
Department of Climate Change and Energy Efficiency. It is not appropriated to us.

Senator COLBECK—On top of the $15 million?

Mr Sexton—On top of the $15 million.

Senator COLBECK—Why over two years?

Mr Sexton—We do not believe we can make all payments this financial year.

Senator COLBECK—You are going to have a physical restraint in actually assessing the
claims that are going to come in. It is just a physical constraint of actually getting through all
the applications.

Mr Peel—It closes on 4 June. Last Friday we had 150 applications and, as Mr Sexton said,
we might get between 2,000 and 3,000.

Senator COLBECK —I was counting the potential other than 1,850 to 2,850 that might be
coming down the track.

Mr Peel—If they all come in on 4 June, which quite often happens with programs, we will
need a bit of time to assess them. It could well go over into next year.

Senator COLBECK—Isyour department responsible for the advertising program?

Mr Peel—We have advertised it.

Mr Sexton—There was general daily media advertising on 8 May. That was followed up
again with media advertising on 22 May.

Senator COL BECK —Was there anything direct to registered participants in the scheme? |
assumethereisafairly significant database.

Mr Sexton—All installers who were registered with the previous householder insulation
program were sent a text message on 6 May advising of the scheme. Auslndustry separately
emailed known manufacturers and known importers. And we have had some press coverage in
relation to non-English-speaking newspapers.

Senator COLBECK—What was your total communi cations budget?

Mr Peel—The advertising we have done has cost $109,195.01.

Mr Sexton—On top of that is the advertising in multicultural magazines et cetera of
$24,000. You asked why expenditure is into the next financial year. Once we have made the
payments, and that is not the end of it, we will then be undertaking compliance activities on
those payments.

Senator COLBECK—Thereis a process of follow-up.

Mr Sexton—There are a number of controls we have in place, which are prepayment, but
we will also be putting in place a number of follow-up compliance activities following
payment, which will include actual site visits.

Senator COLBECK—You may not have this information but you talk about a 15 per cent
value of product as an agreed holding cost, is that over a particular cycle or time frame?
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Obvioudly that is something you are going to have to assess as part of your follow-up, is it?
Arethere any inventory requirements?

Mr Sexton—Applicants are asked to identify the stock holding as at 30 April and we will
reimburse, up to $500,000, 15 per cent of that value.

Senator COLBECK —What are the following requirements of that? You are going to have
site visits and things of that nature. Is that part of the compliance?

Mr Sexton—We will be examining the documentation which enabled them to arrive at
those figures.

Senator COLBECK—But wouldn't that be something they would need to supply as part
of the application?

Mr Sexton—No, we are not asking them to provide all that documentation. They are
required to keep them as part of their records for tax purposes and other reasons and we will be
undertaking compliance checks on those records at that time. In order to avoid having to
receive all that documentation, we are asking for an independent accountant’s verification of
the figures they supply us.

Senator COLBECK —So thereis a process by which you are seeking information to verify
the claim at the outset?

Mr Sexton—Yes.
Senator COLBECK—Then thereisa spot audit or sampling audit?

Mr Sexton—We will be checking all manufacturers’ claims and we will be checking about
eight per cent of all other claims, which is a risk management figure we have agreed with the
Department of Finance and Deregulation.

Senator COLBECK —Okay. That is fine. What work are you doing on how the particular
businesses manage down their stocks—or is that something that you might have to look at
again down the track?

Mr Peel—That is not our responsibility.

Senator COLBECK —So 15 per cent up to 500k, minimum of $750, and that isbasically it
asfar as you are concerned?

Mr Peel—That is right. Once we have done that and undertaken the compliance activities
that Mr Sexton mentioned our roleis complete.

Senator COLBECK—And that, potentially, you say, could take two years?

Mr Sexton—No, we would expect that this activity that we are involved in would be
finished this calendar year.

Senator COLBECK—What activities are you talking about?

Mr Paterson—It was just over two financial years. the current financial year and next
financial year. It is not a two-year program; it is just being able to get the applications in and
properly assess them in a reasonable time frame and that will cut over—
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Senator COLBECK—That is a fair clarification. |s there any other business assessment
that goes alongside this process?

Mr Sexton—I| am not sure what you mean by ‘ business assessment’.

Senator COLBECK —Thiswhole mess has seen the rise of a number of businesses and the
fall of a number of businesses. Is there an assessment of quantum that you are looking at as
part of that process or it is your function purely—

Mr Peel—We purely deliver this program for Department of Climate Change and Energy
Efficiency. Any other issues connected with the Home Insulation Program are matters for that
department.

Senator COLBECK—How do you assess busi ness viahility issues?

Mr Sexton—We don't. The scheme design has some fairly stringent eligibility
requirements, particularly around installers. Those requirements include that (1) the business
has an ABN and (2) it satisfies the digibility requirements imposed by the Department of
Climate Change and Energy Efficiency at 19 February this year for eligible installers, and they
relate to their satisfying certain safety requirements, that they are actually providing approved
product and that they are not subject to any investigations around saf ety or fraud issues.

Senator COLBECK—But what about the viability of their business?

Mr Peel—It is not an issue for us. If they met qualifications that Mr Sexton has mentioned,
they can claim.

Senator COLBECK—What about the qualification of business existence?

Mr Sexton—One of the dligibility requirements is that the business has an ABN—an
Australian Business Number.

Senator COLBECK—So if they are going through the process of winding up, are they
eligible?

Mr Sexton—The program is predicated on the fact that businesses were holding stock
when the program closed.

Senator COLBECK —I understand that.

Mr Sexton—And therefore the government is providing some assistance to those
businesses as a result of that. They have been adversely impacted because of that closure of
the scheme.

Senator COLBECK —I have had some of the conversations, so | understand that. Does the
department have any assessment of the number of businesses that may close following the
closure of the scheme?

Mr Sexton—No.

Mr Peel—No.

Senator COL BECK—Is anyone doing that work? |s anyone assessing that information?
Mr Pater son—We are not.

Mr Peel—We are not.
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Mr Sexton—You would have to direct that question to the Department of Climate Change
and Energy Efficiency. They were the ones who had information on the installers.

Senator COLBECK —I accept that that is a potential answer, that is fine. | just wanted to
know whether you guys were doing anything on that. Obviously you are not.

Mr Peel—All we are doing is delivering this program.

Senator COLBECK —Is the Australian innovation system report 2010 in outcome 1 or an
outcome 2?

Mr Pater son—Outcome 1.

Senator COLBECK—Can | ask some questions about the currency of the information
available that went into the innovation system report and whether that is the absolute latest
information that is available in providing that document. There is alot of stuff that goes back
to early 2008 and beyond. That is effectively the latest information that we have available in
compiling that document?

Mr Weber—That is correct. Where possible we use the latest data available.

Senator COLBECK—So the OECD structural and demographic business stats of 2008,
the ABS Australian system and national accounts 2007-08, the OECD Science, technology
and industry scoreboard 2007 and the ABS Innovation in industry publication for 2003? How
does that help us measure our current performance? How do those figures lead into that? How
do we get a good assessment of where we are at if we are using figures that are that old?

Mr Pettifer—I think what this report istrying to do is that we have set up a framework, and
that framework, set down in Powering Ideas, has a number of key themes and targets. What
we have done is to report on the latest available information there, and over time, as more
recent data becomes available, we will be able to get a trend on what is happening in terms of
the particular targets. If you want a report on how much the government is currently spending
on science, research and innovation then you would go to the budget tables that have been put
out and are on the website. That gives you a snapshot of how much we are actually spending,
but the report is using the latest available information and we hope that over timeit will givea
good time series on whether we are getting better or worse against those particular indicators.

Senator COLBECK—So it is effectively a baseline mechanism upon which you can build
to measure over time, even if it is at some delay, the impact of various measures.

Mr Pettifer—Yes, that isright.

Senator COLBECK —What isthe cycle that the report is intended to be updated to, and on
what cycle do you include new data? Isit as it becomes available or isit an annual cycle on the
report?

Mr Weber—We intend to produce the document annually and will update it with the most
up-to-date information at the time when we put the publication together.

Senator COLBECK—I suppose some of those are dependent on particular collection
cycles.

Mr Weber—Yes.
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Senator COLBECK—So, with the ABS business publication of 2003, when that data
might become available depends on what the next cycle of that data is. Do you know when
that isfor that particular dataset?

Mr Weber—Not off the top of my head.
Mr Pettifer—We could take that on notice.

Senator COLBECK —Okay. Some of the others are somewhat more current, but they are
only just getting into the term of this particular government. You have some OECD figures
from 2008 and the National accounts publication from 2007-08, but the ABS stuff seems to be
fairly latent.

Mr Pettifer—It is the latest available information, and that is what we have used. As | say,
as we produce this report over time and as we get more up-to-date data, that will be included
inthe report and will give us atrend.

Senator COLBECK—How do we line figures up and get a current balance? If we are
talking about Australia’s current rate of business R&D, at 1.04 per cent of GDP, and compare
it to the OECD figures, how do we do that when the two do not match up as far as currency is
concerned—or are we actually aligning them?

Mr Pettifer—For those figures—the business expenditure on R& D—we have comparable
figures. We can use the OECD figures and the latest Australian figures, and we are able to
compare that.

Senator COLBECK —But at what time frame are we comparing them? Are we comparing
them at a comparable time frame, or do we have current date figures that we are putting? The
chart that | am looking at is chart 4 on page 17. | am trying to get an assessment and to match
the figures up against what is on the graph.

Mr Weber—Chart 4 shows two things: it shows expenditure on research and devel opment
in dollars and it shows Australia’'s BERD-to-GDP ratio and the OECD average BERD-to-GDP
ratio. So the bar charts at the bottom show Australia's BERD-to-GDP ratio and the OECD
average ratio, whereas the other axis—the line—shows the expenditure on R&D in absolute
dalars.

Senator COLBECK —I suppose | am directing this to you now, Minister. You said in your
2007 dection policy that Australia's current rate of business expenditure was at 1.04 per cent
of GDP and remained below the average, which was 1.53. When we look at the chart, the
relevant figures are 1.2 and 1.55. | am accepting that it is still below the OECD, but they do
not actually reflect the figures that were being quoted. So | am just trying to get a sense of
where the numbers are.

Mr Pettifer—I presume that—

Senator COLBECK—Unless we are looking at an older series of numbers from the
document that is the now government’s election commitment.

Mr Pettifer—Yes, | think so.

Senator Carr—We said we would do this. It is part of the innovation review findings, if |
recall rightly. We have to start somewhere, so we started with this as the baseline. It is not
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without risk for a government, but our intention is to publish this on an annual basis and that
will provide, for all who are interested, an opportunity to assess performance. As far as | am
concerned, one of the ways we can encourage people to reassess what they are doing in this
country is to actually get some facts on the table. As you have indicated, by international
standards our performance on BERD is below par.

Senator COLBECK—BuUt increasing and increasing even over the cycle that you were
talking about.

Senator Carr—I have acknowledged that there are a whole series of ways of looking at the
figures. The fact isthat it is below par and we have got to lift it if we want to maintain living
standards. That is our policy intent and | trust you will be able to measure that performance
over time. We have put a lot of money into the system—the biggest increase in the better part
of a generation. We will measure the performance of the system as that money startsto cut in.

Mr Weber—There is one other point | would make. When you have a BERD to GDP ratio,
you have to two figures changing there. You have the BERD number that changes and the
GDP number that changes. So that is why those numbers move around so markedly every time
it updates and that iswhy it changes for different figures at different pointsin time.

Senator COLBECK —I understand what you are saying. | think the minister got my point
and has responded appropriately. | am not going to argue about the fact that we need to
continue to lift our game and | appreciate the fact that we have a measurement process and a
benchmark in place. My point was that there was a process of improvement in place when we
were in government. We can have a political discussion on the rate of that, but the point has
been made. With respect to the gathering of the research and the data, acknowledging
everybody's frustration in relation to that, is there any work being done to try and make sure
that we can access data more quickly? Are we having any discussions or are we effectively
captive to the data collection agencies and have to wait for that to arrive?

Mr Weber—We work with the ABS to get the most up-to-date data we can. We work with
them to actualy identify what data is the most important for our work. We prioritise the
collection and we also sponsor innovation data collections across the ABS. Yes, we do work
with them, but at the end of the day we are limited by their capacities.

Senator COLBECK—I note that some of them are actually international organisations, so
we are actually captiveto their reporting processes as far asthat is concerned. | will move now
to industry innovation councils. Do we have eight councils now?

Mr Payne—Yes, the government has announced eight.
Senator COLBECK—Can you just quickly run through them for me.

Dr Green—There is an automotive council, a built environment council, a future
manufacturing council, an information technology council, a pulp and paper council, a space
council, a sted council and a textiles, clothing and footwear council.

Senator COLBECK —I recognise that some of them, for example, the pulp and paper one,
isafairly recent announcement in response to the report that was released during April, | think
it was. Are we at the stage of actually having any specific recommendations or outcomes
coming from the councils?
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Dr Green—As you point out, there are various stages of devel opment, some councils being
relatively new and some being more established, although they have all been established only
in the last couple of years. Those that have been established for a reasonable period of time
have generally got various priorities that they have identified for their councils and are
working on a range of initiatives to progress those. Many of them have undertaken projects to
pursue those and have provided advice on a range of initiatives that government has been
undertaking. Those include things like the design of Commercialisation Australia, R&D tax
credits, and related initiatives that have been the subject of public policy in the time that they
have been established.

Senator COLBECK—You mentioned one thing | was going to come to. They were
established, as | understand it, to provide specific advice on innovation to you, Minister—

Senator Carr—They serve a number of purposes, Senator. They provide direct advice to
government on specific questions. But they also provide an opportunity for the industry—in
some cases for the first time ever—to be able to sit down and work out what their agenda is to
be. So there is an ongoing developmental role for them to perform as well as a specific role
with regard to specia projects. In automotive, for instance, there is the development of the
technological road map. | understand that in a number of areas that is the type of activity we
are now seeing emerging from these councils. This is a chance for the industry to identify the
capabilities where there are particular strengths in this country, and which areas need to be
developed further, and the ways in which the industry can move together to address those
concerns. It is about people taking responsibility for their own future and as well as being able
to have the capacity to work directly with government and to work across the supply chain so
that both unions and companies are able to sort out some longer term structural adjustment
questions.

Senator COLBECK —You mentioned the R&D tax credits—that was specifically referred
across to the innovation councils?

Dr Green—It was not specifically referred to them, but a number of the councils obviously
had an interest in the proposals and in that range of reforms and did some thinking about the
issues that are involved in that area. They were provided along with a range of other advice
through the process that the innovation division has run, and the minister has undertaken with
the Treasurer to provide that advice through the consultation process that you have been asking
arange of questions about this afternoon.

Senator COLBECK—I am trying to get a sense of how the interaction backwards and
forwards works. With those sorts of organisations and the representation that they have around
the table, wouldn't you have a referral mechanism for issues of that nature or magnitude?
Take, for example, the R&D tax credit. They knew about it so they said something about it.
Wouldn't there be a process whereby you refer that sort of information back to them given the
role that the minister has just described that they are doing?

Senator Carr—They have the council to initiate their own projects as well as to
undertake—

Senator COLBECK—I accept that.
Senator Carr—work specified—
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Senator COLBECK —But where the government is undertaking fairly specific significant
reform processes, having the resource there of those sorts of organisations across a range of
sectors, | would have thought, would have been useful. It would have been of value to say to
them, ‘Here is something that we are looking at. What is your view? | ask the question in the
context of something that | might do in the fortunate circumstance that | was sitting in your
chair, Minister.

Senator Carr—Yes, but on occasion we have asked specifically for project costs.

Senator COLBECK —That is why asked about the R& D—because of its significance as a
reform, as you have expressed it yoursdlf.

Senator Carr—Sure, but on the question of the R&D, we did not have to ask them; they
were very keen to participate, which we welcome. On other matters, for instance, trying to
build collaborations between industry and the research sector, that is an ongoing policy
objective that we have. We have on all of these councils representatives from research sectors
and we do expect there to be a continual engagement on those matters. But we do not sit down
and say, ‘ Thisis the agenda for the next meeting.’ | do not have to sign off on the agendas, nor
does the department; it is up to the participants. These are the decision makers in the
industry—that is the whole point of this exercise—and they will not actually go to meetings if
they do not perceive that thereis an ongoing value.

Senator COLBECK—I would have thought a real ongoing value would be government
coming to them as industry leaders and decision makers and saying, ‘Here's something that
we're going to put on the table; give us your view.’

Senator Carr—That happens.

Senator COLBECK—Okay, so R&D was not. Give the committee some examples of
issues that have been put forward in that process.

Dr Green—We have engaged with the councils collectively on a number of occasions,
including with all of the chairs of councils that were appointed at the time we had these
meetings. We have provided briefings to them on matters of genera interest, including the
R&D tax concession, and they have been sounded out in that kind of context about those
issues which we know are of interest to them generally.

Senator COLBECK—Okay. What is the general resourcing that has been provided to the
councils so far?

Dr Green—I think the total expenditure estimate for 2009-10 for the industry innovation
councilsis $3,562,000.

Senator Colbeck—Is there a specific allocation to each one? Can they access funding on a
project basis? What is the allocation that is provided to each of the councils?

Dr Green—I can tell you what the actuals are that we expect from each of the councils for
the period ended 18 May 2009-10. The Automotive Industry Innovation Council has spent
$397,434. The Built Environment Industry Innovation Council has spent $236,254. The Future
Manufacturing Industry Innovation Council has spent $181,026. The IT Industry Innovation
Council has spent $260,894. The Pulp and Paper Industry Innovation Council, which was only
recently established, has spent $10,478. The Space Industry Innovation Council has spent

ECONOMICS



E 138 Senate Monday, 31 May 2010

$98,080. The Stedl Industry Innovation Council has spent $378,453. The Textile, Clothing and
Footwear Industry Innovation Council has spent $154,072. Some $397,513 has been spent
centrally across the various initiatives. That is atotal of $2,114,204.

Senator COLBECK—What activities would they generally undertake in expending those
resources?

Senator Carr—There are whole series of activities. | should indicate that | have met with, |
think, all of them.

Senator COLBECK—That is good news.

Senator Carr—As wdll as participation in the councils, they have worked on a number of
conferences across the portfolio, so there have been a range of activities for each of those
councils throughout the period since their establishment.

Dr Green—Typically the expenditure isin a couple of different categories. One is the costs
of the staff that support the work of the councils. Ancther is the costs of the members
reasonable travel expenses to participate in the process, and the other category of expenditure
ison projects that are undertaken in support of the work of the councils.

Senator COLBECK—What isthe particular criteria for invitation to membership?

Dr Green—Thereis a commitment to have a broad range of people from business, from the
research community, from unions and from government. That would be key decision makers
from those sectors. We undertake a process of gathering evidence about appropriate people
and provide that advice to the minister for his agreement and decision.

Senator COLBECK—So the department makes recommendations to the minister in
respect of all those things. So Paul Howse, who is a member of three of those committees,
would have had expertise or interactions acrass three of those particular areas of—

Senator Cameron interjecting—

Dr Green—I personally have responsibility for the future manufacturing council, and | am
aware of him being a member there. Obviously his union is involved in a range of activities
across the councils, which are largely focused on manufacturing industries.

Senator COLBECK—Could you tell us why—perhaps, Minister, you could do that, if the
officials do not have any information—Mr Howse resigned from the Automotive Industry
Innovation Council ? Too busy, do you reckon, Doug?

Senator CAMERON—NO, | didn’t say that.
Senator COLBECK—So you' ve judged me prematurely.
Senator CAM ERON—No, | know what you are up to.

Senator COLBECK —So you do not know why Mr Howse resigned from the Automotive
Industry Innovation Council?

Mr Payne—It was because of the commitments. He made a judgment that he could not
give sufficient time to the range of commitments, so he asked the minister if he could leave the
automotive council.

Senator COLBECK—And there has been a replacement appointed—
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Mr Payne—That is correct.
Senator COLBECK —I presume from the same union—
Senator Carr—The AWU isasignificant player in the automotive industry.

Senator COLBECK —I am not disputing that, Minister, and despite what Senator Cameron
might like to imply, | am not actually having a crack. | am just asking about the membership.

Senator Carr—So you welcome union involvement in the industry bodies, do you?

Senator COLBECK —I am just asking some questions about the appointments and the
process and why one of the members who had extensive involvement across three might have
decided to retire, and you have given me a quite credible answer. | am content with that, and
you have aso told me that someone else from the same union has replaced him. | am not
making an issue about it; | am just asking some questions. |s there a reporting process out of
the innovation councils that is available publicly rather than just to the minister?

Dr Green—Councils are, under the framework we have established, to report at least
annually to the minister. Generally they provide some advice to the minister after each
meeting, but there is an expectation that they would report at least annually, and that is a report
to the minister.

Senator COLBECK —Is there any process for that report becoming available to broader
than just the minister?

Dr Green—The council is engaged with stakeholders fairly extensively, and they have a
range of material on the department’s website related to the activities. Many of them have the
kinds of projects that they have commissioned and they have reports available in that medium
and have a range of other information about their activities that they have on the website, so
that material is already in the public domain.

Senator COLBECK—But not necessarily anything broader in respect of the reporting.

Senator Carr—Senator, they provide advice to me and | do not intend to make all advice
automatically available.

Senator COLBECK—I was not expecting that you did, | just—

Senator Carr—The answer is no, on that basis.

Senator COLBECK—That is fine. That is all | was looking for. The Pulp and Paper
Industry Innovation Council has aninitial life of 12 months, as| understand it.

Senator Carr—Yes.

Senator COLBECK—How does that stand with respect to the other councils? Obviously
you will make a decision about that particular council going forward.

Senator Carr—My view is that councils have to demonstrate that they have an ongoing
role, which will be determined by whether or not the participants think it is of value. On the
evidence | have seen, | am of the view that this is a useful way to gather information and to
ensure that people actually discuss ways in which their industries can be more innovative. We
will assess progress on a case-by-case basis from time to time as the need arises.

Senator COLBECK—Do each of the boards have an initial life?
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Dr Green—All of the members that have been appointed are appointed for a particular
term.

Senator COLBECK —At the moment, are all those terms like in terms of time frame, not
necessarily in date—because all the boards have different birthdates, if you like? Isit a similar
term for each of the board members of all of the boards?

Dr Green—They al have the members appointed to a particular date in time. It has
generally been two years from establishment, but it is not fixed to be that. But they do have a
particular term for their appointment. So they are appointed to a particular date.

Senator COLBECK —Depending, obviously, on the life of the boards. So you would not
appoint the pulp and paper guys, for example, for alonger period than the initial life designate
for the board?

Senator Carr—We are obvioudly still working on membership of the council. The whole
point was that as an industry it had not got around a table prior to the establishment of the
strategy group. We will make a judgment call on that when we have finalised the membership
and we will make an assessment as to how well it is going.

Senator COLBECK —Can you give us the current life of each of the boards as it stands at
the moment, or isthere not one?

Dr Green—I will haveto take that on notice.

Senator COLBECK—I will move on now to Enterprise Connect. | want to clarify some of
the figures that you have given us in answer to question on notice No. AL41, including overall
appropriations and staff numbers. The figures for the appropriations seem to differ from what
appears in the budget papers. Can you give us the total overall cost for Enterprise Connect and
then how that is broken down, please?

Mrs Zielke—Certainly. The confusion might be because the figures stated in the PBS vary
depending on whether departmental costs are included in those figures or whether any
administered are being referred to.

Senator COLBECK —So how do | work that out?

Mrs Zielke—In relation to the program, for example, for the 2009-10 financial year, the
program has $26 million in administered and $33 million in departmental, which comes to $59
million in total. In 2010-11, the administered dollars are $24 million and the departmental is
$26.8 million, which comes to $50.8 million. In 2011-12, the administered dollars are $24.4
million and the departmental dollars are $26.4 million, which comes to a total of $50.8
million.

Senator COLBECK—Do the departmental costs align with the staffing for costs?

Mrs Zielke—The departmental costs cover things like staffing. They also cover
administrative costs, travel costs—anything that is covered in administering the program.

Senator COLBECK—Can you give me information on the breakdown of that or would
you have to take that on notice?

Mrs Zielke—I would have to take that on notice.
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Senator COLBECK —If you could do that for me, please, that would be good. | would like
to get a precise figure for staffing costs, in particular, if | can, for each of those, particularly
years 2009-10, 2010-11 and 2011-12.

Mrs Zielke—I can give you figures for staffing costs to date but departmental is a single
allocation, so costs into the future would vary depending on the delivery of the program.

Senator COLBECK—Can you give methe figure on staffing to date?
MrsZielke—Not at the moment; | would have to take that on notice.

Senator COLBECK —Okay; fine. Can you give me a sense of the number of SMEs in the
country that use Enterprise Connect services? Do you have any statistics on that?

Mrs Zielke—I can give you the number of companies that we are currently working with.
As at 30 April, we had 2,706 companies approved to receive a business review through the
program. We also have over 3,700 companies so far this year that have been involved in other
activities such as workshops or information sessions in relation to various forms of technology
et cetera that have been funded under the workshops, industry, intelligence and networking
element of the program as well.

Senator COLBECK—How would you say that is in the context of the number of SMES?
In percentage terms what is the sort of connection rate?

Mrs Zielke—I could take on notice the number of firms we expect would be digible under
the program more broadly, but, in effect, any company that has a turnover of between $2
million and $100 million—that is, a manufacturing firm or a firm directly assisting
manufacturing firms—would generally be eligible under the program to receive Enterprise
Connect services. There are some exceptions to that, because some of our innovation centres
have additional criteria in that regard, but that is generally the digibility criteria for the
program.

Senator COLBECK—So manufacturing and turnover between $2 million and $100
million—they are the parameters?

MrsZielke—That is correct—or those firms that directly provide services to manufacturing
firmsaswell.

Senator COLBECK—Are there turnover parameters that apply to them aswell?
Mrs Zielke—The same $2 million to $100 million turnover.

Senator COLBECK—If you could give us those you see as being eligible by state, that
would be good.

Mrs Zielke—I am sorry, Senator; | do not believe | can give you that level of detail.
Senator COLBECK—So0 you can give me a macro number nationally but not by state.
MrsZielke—That is correct.

Senator COLBECK—Can you break down the two figures that you have given me—the
2,706 that have been approved for review and the 3,700 that have been approved for other
activities? Can you break those down into state numbers?
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Mrs Zielke—I can give you the breakdown now of the 2,706 firms that have been approved
for business reviews. In the ACT, it is 35; in New South Wales, 681; in the Northern Territory,
11; in Queendland, 384; in South Australia, 253; in Tasmania, 62; in Victoria, 438; and in
Western Australia, 182. | have just read to you the number of completed business reviews,
which is 2,045, whereas we have 2,706 that are approved. The gap between those two figures
isfor companies that are yet to have their business review compl eted.

Senator COLBECK—Okay. How many places have been taken up through the
Researchers in Business program?

Mrs Zielke—Again as at the end of April, we have 30 placements through the Researchers
in Business program.

Senator COLBECK —Of the $10 million allocated to the program, how much has been
spent?

MrsZielke—Approvalsto date are $967,205.

Senator COLBECK—Doesthat include all the money that has been committed as well?

Mrs Zielke—That does include commitments as well as expenditure to date.

Senator COLBECK—What is the average length of time that the researchers are
contracted to work in the participating businesses? Do we have any statistics on that yet?

Mrs Zielke—Researchers are contracted for up to 12 months to work with companies.
However, at this stage, it is still very early days, some projects are being predicted to be
completed within three months, for example. We do not have an average across the program as
yet.

Senator COLBECK—So it is really business dependent and specific to each particular
application?

MrsZielke—That is correct.

Senator COLBECK—Can you give me your expected cash flows on that through the
relative financial years? You have $10 million overall.

Mrs Zielke—We do not have a set amount for each element of the program.

Senator COLBECK—So effectively it is going to be demand driven and drawn down as
demand for the program develops?

MrsZielke—That is correct, yes.
Senator COLBECK—What isthe life of the program—three years?

Mrs Zielke—RiB is an dement of the program and Enterprise Connect is an ongoing
program.

Senator COLBECK—So that is a subset of the overall funding?
MrsZielke—Yes.

CHAIR—Senator Colbeck, | have a quick question if you have finished.
Senator COLBECK—Go for your life.
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CHAIR—What progress has there been on the small-scale mammalian cell production
facility? Is any construction imminent? | understand from the annual report that the
construction of the facility was put back a bit because one of the main tenderers was not able
to proceed.

Mr Chesworth—That is correct, but a new tenderer was chosen and an announcement
about the tenderer was made at Bio International Convention in Chicago on 3 May 2010 by the
minister and Premier Bligh.

CHAIR—When is construction expected to take place?

Mr Chesworth—Construction is expected to commence in the next financial year and it is
part of a much larger construction. The Queensand government are making a significant
contribution and the mammalian cell facility is going to be adjacent to Trandational Research
Institute, which is a $300 million plus facility.

CHAIR—Thank you. That concludes outcome 1 discussions. We will begin after the break
with the Office of the Chief Scientist and then outcome 2.

Proceedings suspended from 6.59 pm to 8 pm

CHAIR—We will resume the committee. | welcome the Chief Scientist from the Office of
the Chief Scientist, Professor Sackett. Good evening, Professor Sackett. Do you have an
opening statement that you would like to make?

Prof. Sackett—No. | do not have an opening statement, thank you.
CHAIR—We might start with questions.
Senator EGGLESTON—I have some questions. Professor, were you consulted by the

government prior to its announcement on 27 April that it had postponed its planned
introduction of an ETS?

Prof. Sackett—You are asking me if | was consulted prior to that policy decision? No, |
was not.

Senator EGGLESTON—Thank you very much. In the media release you released after
the announcement, you were quoted as saying the following:

Reluctance of nations around the world to implement mechanisms that recognise the cost of
greenhouse gas emissions will increase the effort required to manage and adapt to the impacts of climate
change, according to the country’s top independent science adviser.

Which was you. It continues:

Delays in the reduction of emissions means that the amount of CO2 in the atmosphere will continue
to increase and to continue to compound the greenhouse effect. If no action is taken, this will eventually
lead us to a dangerous climate change situation.

Given that that was your press release, since the government’s announcement, have you had
discussions with Senator Carr or other government officials about the postponement of the
introduction of the ETS?

Prof. Sackett—No, | have not.
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Senator EGGL ESTON—I would obviously draw from that conclusion perhaps you would
be a little disappointed that that had happened, though?

Prof. Sackett—My role as Chief Scientist is to advise on the science that may underpin
policy but not to have policy discussions, so | would not have expected in fact to have had a
discussion around matters of policy with Minister Carr or anyone else in government.

Senator EGGLESTON—You said in your acceptance speech that you wanted to be a
strong and conti nuous advocate of evidence based decision making. Now nearly two yearsinto
your job, | think it is, do you fed that you have been able to achieve that goal ?

Prof. Sackett—I believe that the Office of the Chief Scientist—that is, me and the good
people that support me—has indeed provided excellent evidence based advice to underpin
policy and in other matters that relate to science and technology for the good of Australia, yes.

Senator EGGLESTON—You also said in August 2009 in your interview on 2UE that:
| have never seen a peer reviewed paper that supports the anti-global warming position.

Do you still hold that view? Have you never seen a peer reviewed paper which takes that point
of view?

Prof. Sackett—I have not seen a recent peer reviewed paper in a mgjor scientific journal
that conclusively shows that the globe is not warming and that the bulk of that is not due to
human activity, no.

Senator EGGLESTON—Thank you. You are very firm in your views, Professor, so we
will leaveit at that.

Senator COLBECK—I want to get a sense of how much in the way of government
funding is allocated to your office for the overall administration.

Prof. Sackett—Thank you. | will refer that matter to the secretary of the department.

Mr Pater son—Senator, the Office of the Chief Scientist is supported by my department.
The overall budget all ocation for 2009-10 is $2.318 million.

Senator COLBECK—Do you have any projections out into the forward years, or do you
make an annual allocation?

Mr Pater son—We make an annual allocation.

Senator COLBECK—Out of your budget when you are actually planning each year's
activities?

Mr Pater son—Correct. We have not finalised all elements of that yet, but it would beinthe
same ballpark in the year ahead.

Senator COLBECK—So that is 2009-10. You have not finalised your 2010-11 budget?

Mr Pater son—Not to date.

Senator COLBECK—So that is taken out of —

Mr Pater son—It is funded from the base appropriation within the department.

Senator COLBECK —So what does that provide? What is the basis of what is provided to
you out of that budget?
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Mr Paterson—About $1.6 million of that is in salaries. About $276,000 is the
administration, travel and all other expenses associated with running PM SEIC.

Senator COLBECK—Out of running what?

Mr Paterson—PMSEIC, the Prime Minister's Science, Engineering and Innovation
Council. That is $276,000. There is $127,000 in travel and a bit over $100,000 in contractors
and support services, and then there are other additional ancillary expenses—support
arrangements for staff and the like.

Senator COLBECK—Can you just go back to the administration for PMSEIC. Is that
$276,000 or $2.7 million?

Mr Pater son—It is $276,000.
Senator COLBECK—So what isthe overall staffing of the office?

Mr Pater son—Thirteen ASL provide support to the Chief Scientist. So the Chief Scientist
is not an employee but is engaged under a deed.

Senator COLBECK —I see.

Mr Pater son—Then the staff, who provide support to the Chief Scientist in the Office of
the Chief Scientist—

Senator COLBECK—So isthat 13 full-time equivalents?

Mr Paterson—It is13 ASL. Soit isan average staffing level of 13 over the year.
Senator COLBECK—And the Chief Scientist comes out of—

Mr Pater son—Isin addition to that.

Senator COLBECK—Isin addition to that.

Mr Paterson—The salary for the Chief Scientist is included in the remuneration number
that | gave you, but the position of Chief Scientist is in addition to the ASL because it is not
counted asASL.

Senator COLBECK—So the funding isin the $1.6 million?

Mr Paterson—The salary or the payment to the Chief Scientist is within that $1.6 million
figure that | mentioned.

Senator COLBECK—And a global budget of $2.318 million?
Mr Pater son—Correct.

Senator COLBECK —So are any of the other elements that are in program 2.3 as per your
organisational chart—the mission based compacts, Questacon and the Square Kilometre
Array—associated with the office?

Mr Pater son—No.
Senator COLBECK—So they are compl etely separate?

Mr Pater son—Questacon is a division of the department. The Square Kilometre Array
activity is a function undertaken by the department. | do not recall the other one you
mentioned, Senator.
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Senator COLBECK—I just want to go back, Professor, to your response to Senator
Eggleston in respect of peer reviewed journal articles supporting the anti global-warming
position. | have been given some examples of articles out of journals that are ranked as
asterisk A, which, as | understand it, are the top tier classification scale on the Australian
Research Council’s official ranked journal list. They include ‘Heat capacity, time constraint
and sensitivity of the earth’s climate system’ in the Journal of Geophysical Research, volume
112, issued 24—

Mr Pater son—Senator, could you just speak up a hit?

Senator COLBECK —Sorry. My apologies. It is by Stephen E. Schwartz. Are you familiar
with that?

Prof. Sackett—There are tens of thousands of articles. | am not familiar with that particular
one.

Senator COLBECK—So if we are going to get down to an argument over individual
articles in individual publications there may be some that could be found that you have not
seen. Do you therefore go back to your response to Senator Eggleston?

Prof. Sackett—There are certainly articles that | have not read or seen. That would be a
true statement.

Senator COLBECK —So by going through this list of examples, the redlity is that (1) you
may not recall them and (2) you may not be aware of them?

Prof. Sackett—That isentirely possible.

Senator COLBECK —I will go through a couple and | will not go through the lot for the
sake of the exercise. There is another one here that was issued again in December 2007
entitled ‘ Quantifying the influence of anthropogenic surface processes and inhomogeneities on
gridded global climate data’. It is in the Journal of Geophysical Research, volume 112. The
authors are Ross R. McKitrick and Patrick J. Michaels. Are you aware of those documents?
There is ‘Very high-devation Mont Blanc glaciated areas not affected by the 20th century
climate change’ in the Journal of Geophysical Research, volume 112, dated 9 May 2007 by C.
Vincent, E. Le Meur, D. Six, M. Funk, M. Hoelzle and S. Preunkert.

Prof. Sackett—I am sorry. Was there a question to which | need—
Senator COLBECK—WEell, are you aware of that paper?

Prof. Sackett—No, | am not aware of these individual papers. | am certainly aware of the
journal in which they were published.

Senator COLBECK—You are obviously quite emphatic in your response to that. You
made a comment on 2UE that you have not seen a peer-reviewed paper that supports the anti
global warming position. That may very well be the case, but you may not have seen papersin
peer-reviewed documents that actually do support that case?

Prof. Sackett—That is entirely possible. Certainly when | have conversations with climate
scientists | ask them to tell me what they fed is the weight of the evidence on all sides of the
argument, and | have not heard from anyone a convincing argument that is backed by peer-
reviewed literature against the evidence that the globe is warming.
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Senator COLBECK—I am not going to make that one way or the other. | am just trying to
assess. So you asked people who you know work in that space?

Prof. Sackett—There are many ways | take advice. That is one way. | read consolidated
reports that are put together. | take advice from the CSIRO and the Bureau of Meteorol ogy.

Senator COL BECK —So, unless someone who has an opinion of a document refers you to
a document, you may not necessarily see that or become aware of that document?

Prof. Sackett—It is entirely possible. But the way the scientific literature works is that
when one puts forward a view one is generally expected to also indicate other evidence that
may align or not align with that particular view. So the scientific publication process itself
actually references not only work that may support it but work that may not in the peer-
reviewed literature. So | am saying that over time it becomes a coherent body of knowledge,
which is not to say that there may not be an article that | am not aware of. | would never make
the claim that | am aware of every article. But the bulk of the evidence through the peer-
review system is very clear in thisregard. If there is a particular article that you are concerned
about, | would be glad to take it on notice.

Senator COLBECK —I am happy to provide you with this list so you can let us know. We
will pass that over to you on notice.

Prof. Sackett—Lovely.
Senator COLBECK —If you could let us know about that.
Prof. Sackett—I would be happy to do that.

Senator PRATT—Professor Sackett, | want to ask you about the preparing a learning
society for the future working group that | believe you have been involved in. | want to know
the significance of the science of learning, including brain function, motivation and the
practice of teaching.

Prof. Sackett—So you are asking about—
Senator PRAT T—About this particular idea and program.

Prof. Sackett—I believe the thing you are referring to is a report that was delivered to the
Prime Minister at the last Prime Minister’s Science, Engineering and Innovation Council
meeting. It was prepared by a group of experts—scientists in the fields of brain function and
cognitive psychology as well as practitioners in education. This very diverse group of people
spent some many months preparing a report for the Prime Minister that indicated, first of all, |
suppose, the good news that we as a society of scientists have learned quite a bit about how
learning proceeds—how it depends, for example, on executive function in the brain; how it
depends on attention span; how it depends on factors in the environment; and how it depends
on neural mirroring between the learner and the teacher. That is good news. The thing that is
perhaps most compelling is that this knowledgeis not in all cases making it into the classroom.
Itis not aprogram; it is simply a recommendation. These bodies are advisory bodies.

The recommendation that was put forward was to consider the creation of science of
learning centres in Australia that would bring scientists together with the practitioners of
learning to speed that knowledge getting into the classroom. Furthermore, the practitioners
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would be able to communicate to the research scientists difficulties and patterns that they see
as they teach that then could form the basis of further study and understanding from the
scientific researchers themselves. So that is the essence of a much fuller report that was
presented to the Prime Minister.

Senator PRATT—Good. | will have to look into it. That would coalesce with other
research that has been done about early childhood and brain development and all that kind of
research that is also happening?

Prof. Sackett—Absolutely. In fact, we had an expert on the group who was in early
childhood development, working even with children as small as a few months old. So the
expert working group spanned people who work in the science of learning all the way from
newborns really to adult learning and training on the job.

Senator PRATT—On a dightly different topic but still, | suppose, on the same train, | am
interested in knowing what research you might be aware of that looks into the psychological
reasons as to why people are either cynical or supportive of certain scientific theories, be they
climate change, or evolution versus intelligent design or our society’s capacity to engage with
scientific ideas and whether people are engaging in a way that is underpinned by real science
or not.

Prof. Sackett—I| am aware that there are those who are discussing such research. | am not
aware of any particular pieces of research, which is not to say that it might not be being done
somewhere. | think this relates to a larger question of, quite frankly, trust and issues of
authority and so forth, which isavery rich topic in psychology and sociol ogy.

Senator PRATT—Thank you.

Senator EGGL ESTON—I would like to ask you another question, if | might.

Prof. Sackett—Surely.

Senator EGGLESTON—This is about the debate in France on the subject of climate
change. | understand that at the instigation of France's science minister, there will be a national
debate in that country later this year on the subject of climate change. This follows the
incredible success of a book by Claude Allegre, who is arguably France's most celebrated
scientist and a former science minister in the government, who has called the global warming

theory into question and who describes the UN'’s intergovernmental panel on climate change
asa‘Mdfialike system that promotes a basel ess myth about climate change.’

Senator CAM ERON—Did Barnaby write that one for you?

Senator EGGLESTON—Wel, no, he did not, actualy. But this debate is occurring. |
wonder if you are following that debate. What implications do you think this French debate on
this subject may have for Australia?

Prof. Sackett—I am not following the debate. | am not aware of implications that it would
have for Australian science.

Senator EGGL ESTON—Since you are something of an international figure, though, and
are in touch with people around the world involved in the climate change debate, isit possible

ECONOMICS



Monday, 31 May 2010 Senate E 149

for you to advise us of how the outcome of the Copenhagen conference has been received
around the world by persons such as yourself in positions in government as science advisers?

Prof. Sackett—The Copenhagen event was largely a meeting of governments, as you
know, to discuss policy. Although individual scientists, as any individual citizen, of course,
may have opinions about such things, they do not really fall in the remit of the duties of the
Chief Scientist.

Senator EGGLESTON—No. Very well. | might have been asking you for a personal
opinion, but there we are. There has been some discussion here today about the state of the
climate report from CSIRO. Are you familiar with that document?

Prof. Sackett—Yes, although not in detail.

Senator CAM ERON—I ask you for your view on some of the conclusions. In chapter 5, it
says.
What it means—

And thisis after the debate about increasing CO2 and temperatures warming. The conclusions
are

Australiawill be hotter in coming decades.
Much of Australiawill be drier in coming decades.

It isvery likely that human activities have caused most of the global warming observed since 1950.
And—
Climate changeisreal.

Now, that is the CSIRO based on their analysis of the department of meteorology reports and
the like. What is your view of that conclusion?

Prof. Sackett—Every one of the conclusions that you have summarised there is in
accordance with the work of other large scientific organisations and individual scientists that |
am aware of around the world.

Senator CAM ERON—Thank you.
[8.27 pm]

CHAIR—Thank you. | believe that is the conclusion of the questions. Thank you for
coming in this evening. | will now ask the outcome 2 officials of the Department of

Innovation, Industry, Science and Research to come to the table. Mr Paterson, are there any
opening statements for this section?

Mr Pater son—No.
CHAIR—We will go straight into questions.

Senator COLBECK—I know we are out of the area, but | received further instructions
over the tea break. | just want to clarify a comment that you made, Mr Paterson, in relation to
an allegation that | made and | think has been made in other circles. It relates to the inclusion
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of specifications for fabric in atender document. Do not get too excited, Minister. | will try to
keep this to the point that Mr Paterson made. | want to clarify your statement, which was quite
emphatic, that the government denied any allegation of a breach of IP in publishing the
specification for a fabric. | want to clarify whether you were talking about in that comment the
camouflage material or whether you were talking about the special flame retardant wool blend
fabric that we were discussing. | just want to clarify the difference between which one we
were talking about. | understand there may be a couple of issues out there and | just want to
make sure | am squared off.

Mr Pater son—Senator Colbeck, there may well be a couple of issues around there. | think
the Hansard will show that | said | recalled that there was a public debate about this issue and
there were some public accusations made. | recalled an emphatic rgjection of having published
any intellectual property in a tender document. | was not specific when | made that comment
earlier today about whether it was the wool garment or whether it was the camouflage textile.
That is because | could not tell you from my recollection whether it was one or the other. |
recall the public debate at the time. | recalled a comment made to the best of my recollection
from the Defence Materiel Organisation which emphatically rejected the accusations that there
had been a breach of intellectual property. But | did not recall the detail and | certainly did not
have a clipping or anything like that. So | was not asserting it was in relation to one or other of
those textile products because | did not recall the context. As you will recall from our earlier
conversation, we were moving around.

Senator COLBECK—It was free flowing.
Mr Pater son—It got into undergarments and all sorts of things, so | do not—

Senator COLBECK—Well, it is still in undergarments, because | understand the special
flame-retardant base material is being used for undergarments.

Mr Pater son—Mine was a recollection. | was trying to assist. As we have said, thisis not
an area that we have responsibility for. The more explicit questions ought to be put to DMO.

Senator COLBECK—Thank you for that. | appreciate that. That iswhy | came back to ask
the question. When | reflected on our conversation, | was not sure either. We can deal with the
specifics of that in Defence later on, as | have promised the minister we will. But in the
context of the portfolio that looks after IP, | think it is an issue that we ought to be on top of in
respect of those particular issues anyway.

Mr Paterson—But it would be fair to say that whilst the portfolio is responsible both for
the registering of intellectual property through IP Australia and promoting research and
devel opment and the development of intellectual property in Australia, individual enforcement
issues are matters for the owners of them. We do not participate or get involved generally in
those interchanges.

Senator COLBECK—Thanks. My curiosity is satisfied.

Senator EGGLESTON—These are some program 2 questions. The department recently
issued a discussion paper on the proposed collaborative research networks—the CRN
program—and invited submissions on the paper by 22 March. Can you give us an update on
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the status of the program and when you are envisaging making available further information
about the specifics of how the program will work?

M s Baly—That discussion paper you refer to elicited a number of submissions, which have
been analysed. We also held face-to-face consultations on that program. We have prepared
program guidelines, which we expect to be released shortly.

Senator EGGLESTON—Thank you. Can you summarise the views and concerns that
were raised through the public submissions?

M s Baly—As you would probably expect, there were a range of views that were expressed
on that program from the different universities. | guess there was probably a majority view,
which was that it was a targeted program and that it should remain a targeted program. It is a
program that is targeted at those universities that are at the less research intensive end of the
spectrum. There was support for that to be the case. That was thought to be appropriate. The
broad policy parameters were largely supported in those consultations.

Senator EGGL ESTON—So what you are saying, in other words, is that this program will
sponsor pure research and scientific research?

M s Baly—The program is designed to foster collaboration between universities that are less
research intensive than others and to develop collaborations with more research intensive
universities as away of building research capacity and building collaborative networks. That is
what the program is intended to do. It is not a competitive research grant program like the
programs that the ARC runs, which do fund basic research. It is designed to foster
collaboration—

Senator EGGL ESTON—Between universities to—

M s Baly—between universities—

Senator EGGL ESTON—To0 promote pure science or—
M s Baly—to build research capacity.

Senator EGGLESTON—-BuUt that sounds like pure science, to me, rather than applied
science, doesit?

MsBaly—Well, it is both pure and applied research.

Senator EGGLESTON—Thank you very much. | also want to ask you about cooperative
research centres and get some overview from you about the current evaluation process for
CRCs. | understand that in Mary O'Kane's review of the CRC program, one of the key
recommendations was that the results should be innovative, of high impact and capable of
being deployed rapidly by the end users to good effect. She also said that the CRCs should be
of high national benefit with significant spillovers. Following on from that, | wonder if you
would like to comment on what sort of benchmarking and eval uations are currently being done
for the CRC program and how you go about assessing if individual CRCs have lived up to
those kind of expectations.

M s Baly—Senator, | might just point out that my other colleagues from the CRC program
were here for outcome 1 and they have gone because the CRC program is actually in outcome
1. So | will do my best to answer the questions as | can, but | may need to take some on natice.
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Senator EGGLESTON—I apologise. | am looking through 2.2, components. But please
go ahead.

M s Baly—As you say, the program was reviewed. Each of the CRCs that is funded enters
into a contractual arrangement with the Commonwealth government. Included within that
contractual agreement is a set of outcome measures. They are regularly monitored. Each CRC
isrequired to put in an annual report and each CRC has a three-year review of its activities. So
they are monitored fairly carefully.

Senator EGGL ESTON—Isthere till alot of competition for CRC funding?
MsBaly—Thereisalot of competition for CRC funding.

Senator EGGL ESTON—So how many have we got at the moment?

M s Baly—There are 48 at the moment.

Senator EGGLESTON—That isalat. | was going to ask you to go through them, but that
istoo many. So perhaps you could provide a list on notice for us.

M s Baly—I could provide that for you.
Senator EGGL ESTON—If you would. Are any of them in agricultural research?

M s Baly—Yes. There are a number in agricultural research. There have been a number over
the years. Are there any particular ones that you are interested in?

Senator EGGLESTON—I know that one of our colleagues, Senator Back, was quite
interested in a hendra virus CRC being set up. | wonder if that has occurred.

Senator Carr—This is on another issue. Hendra virus research is conducted through the
CSIRO.

Senator EGGL ESTON—AI right. | accept that.

Senator Carr—The funding arrangements that were announced last week were $1 million
to fund CSIRO activities. It is not a CRC program.

Senator EGGLESTON—That isfine. | just mention the plan that Senator Back had a year
or so ago. Thank you, Minister, for that information. You will provide that list on notice. The
other program | would like to ask you about is Excellence in Research for Australia. | wonder
what feedback you are getting from universities about the success or otherwise of the
Excellence in Research for Australiainitiative.

Senator Carr—That isan ARC program.

Senator EGGLESTON—WEeI, it is actually listed, | might point out to you, under 2.2 in
this department, Minister.

Senator Carr—It isadministered by the Australian Research Council.

Mr Paterson—I will clarify the issue, Senator. Excellence in Research for Australia is a
program under the ARC. Thereis a small element, which is the AP component of Excellence
in Research for Australia, which is a component piece that has a couple of years of legacy
history to it. But the ERA program is run by the ARC. We had questions in relation to ERA
this morning with the ARC.
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Senator EGGLESTON—AII right. Nevertheless, it was there. | have heard that there is
some disquiet in some university sectors about this program. | was going to ask some
guestions about that. But if thisis not appropriate, | will not.

Mr Pater son—Thanks, Senator.

Senator EGGLESTON—I would like to ask a couple of other questions. The first is about
Commercialisation Australia.

Mr Pater son—That is outcome 1.
Senator Carr—You are doing pretty well there, Senator.

Senator EGGLESTON—WEell, these are the notes | have. Do you know whether or not a
full-time chief executive has been appointed?

Senator Carr—Correct.

Mr Pater son—A full-time chief executive has been appointed and was here earlier today.
Senator EGGL ESTON—What about the SKA program? Does that come under CSIRO?
Senator Carr—It would depend on what part of it.

Senator EGGL ESTON—I wonder what progress is being made towards the achievement
of its actualisation.

Ms Lansdown—We have responsibility for the SKA program at the moment. CSIRO, as
you are probably aware, is building the ASKAP telescope, which is part of the broader SKA
bid in Australia. But we are making considerable progress on the bid. As you would be aware,
we are investing heavily in infrastructure to support that bid within Australia. We are very
actively engaged in the international processes towards decision making with respect to the
site and, in fact, the governance mechanisms for the SKA into the future. We are engaging
quite actively in awareness raising campaigns with both our international colleagues and our
domestic audience. So | am prepared to answer questions in more detail, but there is quite a
range of activity within that SKA bid.

Senator EGGL ESTON—AnNd South Africa remains our main competitor, doesit?

Ms Lansdown—There are only two candidate sites that have been put forward—ourselves
and the Karoo region of South Africa, yes.

Senator EGGL ESTON—Isthere any indication of their relative merits and attractiveness?

Ms Lansdown—There is no doubt that the Australian site offers a superior site for building
the SKA telescope, but there is a process underway at the moment to look at a range of issues
to assess that site. They have to look at issues such as radio quietness and the terrain—whether
you would be able to configure the SKA in the area that has been chosen. There is a process
for looking at the suitability of the two sites and then making scientific recommendations.

Senator EGGL ESTON—When do we expect a recommendati on to be made?

Ms Lansdown—The current timetable says that the site decision will be made in 2012.
Thisis not always a linear process. There are things happening in the process that might speed
that up. At the moment the scientific process is up to looking at the masks for SKA antenna
configurations. That might bring a conclusion to that debate earlier or it may not.
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Senator EGGLESTON—What did you say? The masks? Is that the word you used?

M s L ansdown—There are some areas in the two sites where you cannot put antennas. That
relates to populations, farms and terrain. There is a whole range of issues that mean that you
cannot place an antenna in a particular place. Australia is able, with all the masking done in
our prospective site, to configure the SKA antennas without any difficulty.

Senator EGGL ESTON—That sounds like a positive for us.
MsLansdown—Yes. It isavery good story.

Senator EGGL ESTON—AII right. We will keep monitoring that as it develops, so thank
you very much.

CHAIR—Senator Colbeck, do you have more questions?

Senator COLBECK —Yes, | do. Can you give us a sense of what we have achieved out of
the International Science Linkages program sinceits inception, please?

M s Lansdown—The program has been going for 10 years and has a significant number of
dements, so | guess | might defer to my colleague Mary Finlay to talk about some of those
dements. Some have been in place for longer than others.

Senator COLBECK—Just give us avery general indication.

Ms Lansdown—I think, if the current House of Representatives inquiry is any indication,
most of the submissions to that inquiry suggest that it has been a very successful program. We
have a very broad range of statistics that suggest we have a large number of citations from
projects that have been funded by the ISL program. We have had large numbers of science
exchanges and large numbers of research projects emanating from the initial funding that went
to start exchanges with various countries. Basically we funded 600 projects. We have about
3,000 researchers involved in those projects over about 40 countries, so it is quite a broad-
ranging program.

Senator COLBECK—How many researchers, did you say?

M s Lansdown—There have been 3,000 researchers engaged in the various projects. It isa
little difficult to be precise, but we know there have been over 3,000.

Senator COLBECK—We are broad brush. | understand that. The budget papers suggest
there is no funding for this beyond 2010-11. This falls to you, Minister. Is there a future for
this program beyond 2010-11?

Senator Carr—I have indicated on numerous occasions that | am a strong supporter of the
program. | think, as has been indicated by the officers, the program has a lot to show for itself.
It has been there for 10 years. But the funding does not run out until next year so the
government has not made a decision about its successor.

Senator COLBECK—Okay. That is a fair answer. You mentioned the House of
Representatives inquiry. Isthat specifically into this program?

Ms Lansdown—No. It is into international science engagement more generaly, so it is
quite wide-ranging.
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Senator COLBECK —But some of the elements that have been picked up by this program
and potentially some of the achievements | could find by having a look through the
submissions to that inquiry which would give me some indications?

M s Lansdown—Yes.

Senator COLBECK—I think we might have been through the Science Connections
Program once before. | have a nasty feeling about it. | think | am going to get the same answer
from the minister. Does Questacon’s funding come out of this program?

Prof. Durant—No. Questacon was asked to take responsibility for this administered
programin July last year. So we look after the program.

Senator COLBECK —Again, the budget papers do not have an allocation for this program
beyond 2010-11.

Prof. Durant—That is correct. It is in a similar position to the International Science
Linkages program insofar as thereis another 12 months.

Senator COL BECK—S0 my assumption was correct, Minister?

Senator Carr—And the same answers apply, Senator. It is a very good program. It has
been well evaluated. But the government is yet to make a decision about its successor.

Senator COLBECK —What about elements such as National Science Week, which are
also funded out of that program?

Senator Carr—There are lots and lots of elementstoit.
Senator COLBECK—I amraising one example. They fall within that program?
Prof. Durant—National Science Week is part of the Science Connections Program.

Senator COLBECK—Do the science and innovation ambassadors fall within this part of
the portfolio? | just want to get some sense of the delivery of that € ection commitment.

Prof. Durant—The Science and Engineering Ambassadors scheme does not form part of
the SCOPE program.

Senator COLBECK—What about somewhere within outcome 2 of the department? | am
just going back to your election policy, Minister, which is $5 million allocated for the
innovation ambassador role of the new Innovation Australia board to establish a stronger
innovation ambassador program.

Mr Pater son—Outcome 1.

Senator COLBECK—It is outcome 1. So we have missed. | will put that on notice and
you can provide me with all the glorious data later. Does the Cairns Institute Tropical
Innovation Hub come within this element of the portfolio?

Mr Pater son—Yes, it does, Senator.

Senator COLBECK—You are providing $19.5 million over two years to James Cook
University for the construction of the research facility. Minister, you made that announcement
initially on 9 December last year. Has any work actually commenced on that particular project,
or isit effectively all future allocation?
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Ms Lansdown—Yes, it has. We have signed a contract with JCU for that core $19.5
million. Of course, James Cook University is co-investing $15.8 million themselves. There is
an amount of $8.75 million which is coming through the Super Science research infrastructure
funding. We are also contributing funding from our tropical marine facilities funding, our
terrestrial ecosystems research network funding, our marine observing system funding and our
e-research infrastructure funding. They are all going in to support JCU and the surrounding
facility.

Senator COLBECK—So0 how much do you estimate will actually be attracted in with all
of those contributions? How much is going to be attracted into that in respect of conducted
research?

Ms Lansdown—It is difficult to estimate how much research it will bring in. However,
what it does is co-locate a range of things that will actually enhance the possibilities for
multidisciplinary and collaborative research. So it brings together JCU’s tropical science and
humanities researchers. It co-locates the Reef and Rainforest Research Centre. It enhances the
links between them and AIMS and CSIRO. So it brings together a range of researchers who
have been in disparate locations in order to focus on issues of common interest.

Senator Carr—So thereis atotal investment of $44 million.
Senator COLBECK—Yes. | have that.

Senator Carr—The program itself will create some 200 jobs in its construction. It will
support 125 research staff when completed. So, on top of the $44 million, you could make
projections as to the future grant allocations, but it would be, | think, a fairly abstract concept
at this stage. What you can say is there is $44 million. It is designed to support 200 jobs in its
construction and 125 research staff when it is completed.

Senator COLBECK—So0 we are expecting a construction period of two years. Have we
got a commencement date on that at this stage with the contract signed?

Ms Lansdown—Actually, Senator, | need to correct what | said. We have not actually
signed the contract yet. We are devel oping the contract with JCU at the moment.

Senator COLBECK—So the next question is a bit superfluous in that context, then. The
sum for the research facility is $44 million, with contributions of $19.5 million from the
Commonwealth and $15 million, you said, from—

M s Lansdown—It is $15.8 million from James Cook.

Senator Carr—And $8.75 million for the Super Science funded research infrastructure
projects. The aimisto try to bring together as much as we can in the Cairns region in terms of
tropical social science and humanities research and the co-location of the Reef and Rainforest
Research Centre. The effort is being made there to enhance the links between AIMS, CSIRO
and James Cook and facilitate the development in North Queensland of national collaborative
research infrastructure investments through the Super Science initiative. So it is essentially
attempting to collocate and improve the level of collaboration between existing research
infrastructure in the region.

Mr Paterson—Senator Colbeck, while you are examining other issues, you asked a
guestion in relation to the Innovation Ambassador Program.
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Senator COLBECK—Yes.

Mr Pater son—That was not an el ection commitment of this government but a commitment
made by the former Prime Minister in August 2007.

Senator COLBECK —I did not think it was one of ours.

Mr Paterson—The funding for that program disappeared, if that is the technical term, in
Budget Paper No. 2 in the 2008-09 budget. It was one of the Responsible Economic
Management measures that were announced at the time. So we no longer run the program. It
was a commitment of the former government, and the funding was lost to us in the 2008-09
budget.

Senator COLBECK—Well, as reluctant as | may be, | am reading now from a
www.kevin07.com.au document. | am not sure that it would have been put out by the coalition.
Itisa 2007 policy document.

Senator CAM ERON—Who knows where you are going at times! We do not know who
your leader is anymore.

Senator COLBECK—It is off your website.

Senator Carr—Senator Colbeck, all | can say is that | was not aware that it was one of our
commitments. The secretary has advised it was the previous government’s.

Senator COLBECK—I am here to remind you and | am reading from your policy
document.

Senator Carr—I had something to do with those documents and | do not recall.

Senator COLBECK —It says, ‘A Rudd Labor government’, and | doubt that John Howard
would have written it.

Senator Carr—I| had something to do with those commitments and | do not recall
innovation ambassadors as part of our list of commitments.

Senator COLBECK—It says:
A Rudd Labor Government will make the office of the Chief Scientist a full-time position.

Federal Labor will also use the $5 million currently allocated to the Innovation Ambassador role of the
new Innovation Australia Board to establish a stronger |nnovation Ambassadors program with a broader
remit than that of the Innovation Australia Board.

| am sorry. | am reading from your document. | am happy to tableit. This document has all of
the identifiers of a Labor Party promise. Look, if you have decided to cut it—

Senator CAMERON—There is not a great chance that you or others have tried to—

Senator COLBECK—No. It has been nowhere near me, Senator. | invite you to come
across and verify it.

Senator Carr—Senator Colbeck, all we can say isthat in the 2008 budget it was taken out.
Mr Pater son—The $5 million went.
Senator COLBECK—The $5 miillion was taken out?
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Mr Pater son—Correct.
Senator Carr—But it was not put in by us, either. That is the point.

Senator COLBECK —Well, you made the promise. | did not make the promise. | will take
responsibility for my promises. | do not have a problem with that. But this is your promise,
Minister. You can go back and verify it on the website and we can fight about it another day, if
you like. But | did not make the promise; you did. What you do with that promise we will all
be judged on.

Senator CAM ERON—Can we believe anything you say? Have we got to get it in writing
from you?

Senator COLBECK —I will give it to you in writing, if you like, Senator Cameron, and
you can identify it.

CHAIR—We are doing quite well without this.
Senator CAM ERON—I am only asking.

Senator COLBECK —It has Kevin07 written at the bottom of it. We were all supposed to
believe your campaign promises. Every day we see what happens to those promises.

CHAIR—Do you have a question, Senator Colbeck?

Senator COLBECK—Yes. | will come to some more. If it is a broken promise, it is a
broken promise. We can deal with it in that particular context. | am going to keep you away
from the jellybeans at dinnertime next time, Senator Cameron.

| want to go back through some of the announcements that were made in the funding under
the 2009-10 budget. A significant dollar amount was allocated to a number of projects. There
was $906.9 million over five years to support a number of projects. | want to get a sense of
where we are at in respect of the projects that fall within this part of the portfolio. As | read
through them, | see that some of them actually do not fall in here. Is the national network of
research data storage and collaboration part of what we are doing? There was $97 million
committed to that. Can you tell me where we are at with that project?

Ms Lansdown—It actually has two elements. There is a data storage element to the value
of about $50 million and a collaboration service e ement to the value of $47 million. We are
about to sign the contract for the research collaboration service element. We actually have
essentially 23 contracts that relate to that $901 million this year. We have 17 of them signed.
We anticipate getting the remaining six signed by the end of the year. The data storage contract
will not be signed until the next financial year because there is no funding that relatesto that in
this financial year. We have staged the contract so that if there is funding in this financial year
they are signed first.

Senator COLBECK—So the collaboration infrastructure?
M s Lansdown—Yes. That will be signed in the next couple of weeks.

Senator COLBECK—What collaboration infrastructure is that funding? What does the
$47 million associated with that go to?
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Ms Lansdown—It relates to a whole range of services that the research community uses
around the country—qgrid infrastructure, services to help them to interoperate between each
other, a whole range of services for them to access data at the desktop—it is a range of
different projects. There is also some competitive element to that money which we call the
NeAT projects, where individual discipline areas require research collaboration applications.
They can compete for funding to develop those applications. But the overarching theme is to
try to ensure that all those products and services as they are developed are interoperable and
availableto al the Australian research community.

Senator COLBECK —So what you are trying to do is construct one single framework that
everybody can accessinto or network into?

Ms Lansdown—Yes. | guess at it basic level that is the objective. But there is also a range
of requirements of individual discipline areas where we actually go down to a deeper layer
rather than over thetop. Soit isarange of different things.

Senator COLBECK —Does it incorporate and bring in existing frameworks and networks
so that effectively—

Ms L ansdown—Yes.
Senator COLBECK—To try to build something that is more encompassing?

Ms Lansdown—Yes. There are a number of principles that we employ that include things
like open access for all researchers wherever possible but not to duplicate existing
infrastructure, to take account of what exists and ook at how that might be built upon and built
into a system rather than overbuilding or redesigning.

Senator COLBECK—Similarly, the research data storage is providing a space for a
framework where information is readily accessible and easily researched. It istrying to prevent
duplications or people getting access to issues of similar interest. They can research them and
define what they are doing as far as research is concerned?

Ms Lansdown—Yes. We are undertaking a process of consultation at the moment. We
actually have had a discussion paper out in the sector to seek advice about how we might
arrange the data storage investments. There are probably three different models you could use.
We have received 22 submissions from universities and other ingtitutions that have a strong
interest in data storage. It is likely that we will go with the distributed model. Not every
university needs a mega data store on site, but there are elements like proximity to high-
performance computing, which is important. Where there are concentrations of researchers in
aparticular discipline area is another consideration. So we are working through that process at
the moment. We have ddliberately left that contract so we could spend a little more time doing
some consultation with the sector about what the right model would be for investment.

Senator COLBECK —There are a couple of general questions, but | might put them on
notice.

CHAIR—Thank you.
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Senator CAMERON—Mr Paterson, can you advise me what total employment is in
DIISR?

Mr Pater son—Now or going forward, Senator Cameron?
Senator CAM ERON—Now.

Ms Graham—In terms of employment, the average staffing level for 2009-10 is 1,973.
That is the estimated average staffing leve for thisfinancial year.

Senator CAM ERON—What is the turnover in annual terms?

Mr Pater son—We anticipated that all the general corporate questions were going to be
dealt with during the day and we had only the science and research elements left, Senator. The
peopl e from HR and the like who were here all day departed at dinnertime.

Senator CAM ERON—I am happy for you to take these on notice, if you like.

Mr Schwager—Our separation rateis currently, based on the figures this financial year, 6.8
per cent.

Senator Carr—How many peopl e in the department next year?
M s Graham—We estimate the average staffing level to be 2,288.

Senator CAM ERON—W/ith that turnover, Mr Paterson, you would look at |osing 100-odd
employees each year? It would be about 500 to 600 employees turnover. That is 20-odd per
cent. What is the figure?

Mr Pater son—It is a bit less than 120.

Senator CAM ERON—We need Barnaby!

Mr Pater son—A hit less than 120 over that period.

Senator COLBECK—They are rubbery figures, | would have thought.

Senator CAMERON—They’'re Barnaby’s, not mine! As you are aware, there have been
some proposals for a freeze on recruitment. Given your turnover, what are the implications for
afreeze on recruitment for your department?

Mr Pater son—Any savings measure that is applied to the department has a consequence,
whether it is a freeze of the nature you outline or other efficiency measures. If there are
savings applied to the department, we have to make choices about the activity that is
undertaken and the activity we have to cease. As you are aware, our anticipated ASL going
forward increases in the next financial year. That is predominantly driven off the back of us
taking over, with effect from 1 July, the national trade measurement function, which is a
function traditionally undertaken by the states and territories, and taking over responsibility for
what will be known as the Australian Astronomical Observatory, currently known as the
Anglo-Australian Observatory, at Coonabarabran. So our numbers will vary depending on the
activities we undertake. But if there are savings measures applied to the department, we have
to curtail activity to reflect the reduction in the available appropriation.

Senator CAM ERON—Thanks.
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CHAIR—There being no further questions, that will conclude today’'s discussion. The
committee will suspend until tomorrow morning, when we will begin with the Resources,
Energy and Tourism portfolio.

Committee adjourned at 9.08 pm
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