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Committee met at 09:02 

CHAIR (Senator Seselja):  I declare open this meeting of the Community Affairs 
Legislation Committee. The Senate has referred to the committee the particulars of proposed 
additional expenditure for 2015-16 for the portfolios of Health and Social Services, including 
Human Services. The committee may also examine the annual reports of the departments and 
agencies appearing before it. 

The committee is due to report to the Senate on 1 March 2016 and has fixed 4 April 2016 
as the date for the return of answers to questions taken on notice. Senators are reminded that 
any written questions on notice should be provided to the committee secretariat by close of 
business on 19 February 2016. 
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Under standing order 26 the committee must take all evidence in public session. This 
includes answers to questions taken on notice. I remind all witnesses that, in giving evidence 
to the committee, they are protected by parliamentary privilege. It is unlawful for anyone to 
threaten or disadvantage a witness on account of evidence given to a committee, and such 
action may be treated by the Senate as a contempt. It is also a contempt to give false or 
misleading evidence to a committee. 

The Senate, by resolution in 1999, endorsed the following test of relevance of questions at 
estimates hearings. Any questions going to the operations or financial positions of the 
departments and agencies which are seeking funds in the estimates are relevant questions for 
the purpose of estimates hearings. I remind officers that the Senate has resolved that there are 
no areas in connection with the expenditure of public funds where any person has a discretion 
to withhold details or explanations from the parliament or its committees unless the 
parliament has expressly provided otherwise. 

The Senate has resolved also that an officer of a department of the Commonwealth shall 
not be asked to give opinions on matters of policy, and shall be given reasonable opportunity 
to refer questions asked of the officer to superior officers or to a minister. This resolution 
prohibits only questions asking for opinions on matters of policy, and does not preclude 
questions asking for explanations of policies or factual questions about when and how 
policies were adopted. 

I 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.  

The extract read as follows— 
Public interest immunity claims 
That the Senate— 
(a) notes that ministers and officers have continued to refuse to provide information to Senate 

committees without properly raising claims of public interest immunity as required by past resolutions 
of the Senate; 

(b) reaffirms the principles of past resolutions of the Senate by this order, to provide ministers and 
officers with guidance as to the proper process for raising public interest immunity claims and to 
consolidate those past resolutions of the Senate; 

(c) orders that the following operate as an order of continuing effect: 
 (1) If: 
  (a) a Senate committee, or a senator in the course of proceedings of a committee, requests 

information or a document from a Commonwealth department or agency; and 
  (b) an officer of the department or agency to whom the request is directed believes that it may 

not be in the public interest to disclose the information or document to the committee, the officer shall 
state to the committee the ground on which the officer believes that it may not be in the public interest 
to disclose the information or document to the committee, and specify the harm to the public interest 
that could result from the disclosure of the information or document. 

 (2) If, after receiving the officer's statement under paragraph (1), the committee or the senator 
requests the officer to refer the question of the disclosure of the information or document to a 
responsible minister, the officer shall refer that question to the minister. 

 (3) If a minister, on a reference by an officer under paragraph (2), concludes that it would not be in 
the public interest to disclose the information or document to the committee, the minister shall provide 
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to the committee a statement of the ground for that conclusion, specifying the harm to the public interest 
that could result from the disclosure of the information or document. 

 (4) A minister, in a statement under paragraph (3), shall indicate whether the harm to the public 
interest that could result from the disclosure of the information or document to the committee could 
result only from the publication of the information or document by the committee, or could result, 
equally or in part, from the disclosure of the information or document to the committee as in camera 
evidence. 

 (5) If, after considering a statement by a minister provided under paragraph (3), the committee 
concludes that the statement does not sufficiently justify the withholding of the information or 
document from the committee, the committee shall report the matter to the Senate. 

 (6) A decision by a committee not to report a matter to the Senate under paragraph (5) does not 
prevent a senator from raising the matter in the Senate in accordance with other procedures of the 
Senate. 

 (7) A statement that information or a document is not published, or is confidential, or consists of 
advice to, or internal deliberations of, government, in the absence of specification of the harm to the 
public interest that could result from the disclosure of the information or document, is not a statement 
that meets the requirements of paragraph (1) or (4). 

 (8) If a minister concludes that a statement under paragraph (3) should more appropriately be made 
by the head of an agency, by reason of the independence of that agency from ministerial direction or 
control, the minister shall inform the committee of that conclusion and the reason for that conclusion, 
and shall refer the matter to the head of the agency, who shall then be required to provide a statement in 
accordance with paragraph (3). 

(d) requires the Procedure Committee to review the operation of this order and report to the Senate 
by 20 August 2009. 

(13 May 2009 J.1941) 
(Extract, Senate Standing Orders, pp 124-125) 
Witnesses are specifically reminded that a statement that information or a document is 

confidential, or consists of advice to government, is not a statement that meets the 
requirements of the 2009 order. Instead witnesses are required to provide some specific 
indication of the harm to the public interest that could result from the disclosure of the 
information or the document. 

Department of Health 
[09:05] 

CHAIR:  I welcome Senator Fiona Nash, the Minister for Rural Health, representing the 
Minister for Health, and officers of the Department of Health and the Australian Institute of 
Health and Welfare. Minister, would you like to make an opening statement? 

Senator Nash:  Good morning, Chair, and no, thank you. 
CHAIR:  Thank you. I will now go to questions. Senator Gallagher. 
Senator GALLAGHER:  I have some general questions in this area, and will kick off 

with the report in the West Australian newspaper yesterday. I am not entirely sure what it is 
around, or whether it is around the scope of work, but that is what my questions relate to. Is 
the report in the West Australian correct in terms of the work that it is saying that the health 
department is undertaking? 
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Mr Bowles:  The report in the West Australian in essence is correct, in that the department 
is doing work around contestability of the payments around Medicare and aged care. Some of 
the characterisations in that article and subsequent articles around the outsourcing of 
Medicare writ large are not correct. I just want to make that clear up front. This is about 
looking at contestability around the payment system, which is an outdated system that is 
probably anywhere out to 30 years old and that does need to be revitalised in this modern age. 

Senator GALLAGHER:  Some reports—and I think it may have been in the West 
Australian—said that this work started in 2014; is that right? 

Mr Bowles:  That is correct. There was a request for information—I cannot remember 
exactly when, but I think it was late 2014—where we looked for the provision of medical and 
pharmaceutical benefits claims and payment services. So that is where it all started. That 
request for information went out about then. We have been assessing things. Subsequently a 
new RFQ went out in January this year, to start to look at how we might scope this type of 
work, stressing that obviously we are in an exploratory stage and no decisions have been 
made. In order to think in an innovative way about the future of payment systems in Health, 
we want to have a look at this sort of angle on it. 

Senator GALLAGHER:  Can you let me know what has happened between late 2014 and 
January 2016? That seems to be a long time. 

Mr Bowles:  When we went out in late 2014, it was about trying to understand from 
industry, that commercial sector, what was available. Once we had received that, by 2015, we 
did a whole range of internal thinking about how we might want to do that. With the 
machinery of government changes in the latter part of 2015, where aged care came back, we 
wanted to look at the aged-care payments issues in a similar type of context, because they are 
run in the same way through the Department of Human Services. Basically we just kept 
working through that. This was never a fast-track issue; it was something that we wanted to 
think quite deeply about. We have been thinking deeply about it and we went to the market 
again, as I said, in January this year to select someone to help us think about how we might 
progress this debate, again recognising that that has not been put to government for decision; 
therefore it is not a fait accompli. 

Senator GALLAGHER:  I can understand that it has not gone to the government for a 
decision, but presumably with a piece of work of this size there would be government 
approval for this work to be undertaken. 

Mr Bowles:  That is correct. 
Senator GALLAGHER:  Would that have gone through standard government 

processes— 
Mr Bowles:  Yes, it would have. 
Senator GALLAGHER:  Through the cabinet or the minister through to the cabinet? 
Mr Bowles:  Through the normal processes, through the minister. 
Senator GALLAGHER:  Did that occur back at the 2014 stage? 
Mr Bowles:  I cannot remember exact dates. I would have to take that on notice if you 

want exact dates around some of those things. 
Senator GALLAGHER:  That would be useful. 
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Mr Bowles:  Initially it would have gone through the normal process. There was a decision 
to test the market, we tested the market, and clearly the decision to then go to a request for 
tender goes to the minister and decisions are made through that process. 

Senator GALLAGHER:  In essence, the 2015 period has been about talking with 
industry; it has been continuing the RFI? 

Mr Bowles:  It is more internal to us, trying to work out how we position this and how it 
actually looks. We have to work with the Department of Human Services, who currently run 
the payment system. I might add that the secretary of human services and I talk quite 
regularly about these sorts of issues. This is work that emanates from our department because 
we are the policy department, but we do nothing without working with the Department of 
Human Services on these issues. That is what we were doing through the main part of last 
year. Again, this is not something that we focused on every day of 2015; it was one of the 
projects that we had. As you would be aware, there are quite a few reform activities 
happening in the health space at the moment, so it is just one of those. 

Senator GALLAGHER:  The actual idea to go out for a request for information in late 
2014: where did that idea originate from? There is some mention of it in the Commission of 
Audit. Was it following that? 

Mr Bowles:  It was before my time, I would have to say. 
Senator GALLAGHER:  Was there a direction from the government to pursue that 

recommendation? 
Mr Bowles:  Clearly, governments make the decisions around these sorts of issues. There 

was a decision made to go out in an RFI in that 2014 period—it was Minister Dutton at that 
point in time—and to see what the market would tell us. These things are not unique to what 
we are talking about. We have the HICAPS system in Australia that has been out there for a 
number of years—a very successful payment system. In the US and other places, they have 
payment systems. We are talking about the payment system. We are not talking about any of 
the policy parameters of Medicare; we are not talking about the health provision angles of 
Medicare. We are talking about the payments. As most people who have had a bit to do with 
the payment structures would know, including the doctors that use the system, cheques and 
silly things floating around the system are an inefficient way these days to deal with 
payments, with the new technologies.  

We want to be thinking about those new technologies because we are in the tap-and-go 
thing at the moment. To be frank, the way that technology is moving, tap-and-go will 
probably disappear in a few years time and there will be something new and different again. 
We want to be able to keep pace with technology. People do everything by their phones, their 
iPads or their tablets these days. We are just trying to explore all those options to simplify the 
process for the consumer about how the system is dealt with in that payment context. 

Senator GALLAGHER:  In terms of the work that was done in 2015 internally, as you 
say, was work done on the capacity for government to do this work itself—the scoping of the 
work required? Also, are you costing what it would do for the government to have innovative 
technology available to itself to deliver this? 

Mr Bowles:  As I have said, I have regular sessions with the Secretary of Human Services, 
as do officials in my department with officials in her department. We have not costed to do 
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this internally. The Department of Human Services are doing their own work around costings 
for the welfare payment system that is known as WPIT—I could not tell you what the 
acronym means, but it is about the payment system for welfare. The conversations we have 
had are that it is complex on that side. We need to update the technology around the payments 
for Medicare and aged care. The conclusions that we came to there were that we wanted to 
just test the market to see what availability there is out there. There are systems, even in the 
Australian market, like the HICAPS system—and I am not picking that out for any particular 
reason; it is just one that is quite identifiable in the Australian context. There are different 
ways to look at payments today. So that is the conclusion we have come to at this stage. We 
will use the current processes to further develop this and put that to government for 
government to make a decision. Those decisions will go to some of the very basic issues: do 
we outsource, do we insource, do we do it ourselves, do we do things? If I were to be really 
frank about technology, we are probably not going to be the most innovative in that particular 
space. We are very good at setting up infrastructures and architectures, but there are some 
really innovative ways of approaching some of these things today. We just want to be aware 
of those; we want to think about how we do that. We could get to the end of this process and 
say, 'Yes, that's a great idea, but we can do that.' We might come to the end of this process 
and find, 'That's a great idea; we have no chance of doing that.' We just want to have the 
opportunity to look at all those issues. 

Senator GALLAGHER:  So, in terms of being able to provide all of that information, 
surely having a look at your internal capacity and costing and going through the process of 
assessing that would be part of this work. But I think you said earlier that you have not— 

Mr Bowles:  We have not specifically done this in the context of the Medicare system, but 
Human Services have done a lot of work in the context of the welfare system, and that is a 
significant exercise in its own right, with similar challenges and similar costing issues. So, 
when you add those two together, I think we are talking about something of a massive scale 
that is probably not achievable in the time frames that I would be thinking of. 

Senator GALLAGHER:  Have you been specifically asked not to explore what it would 
mean for this work to be done by government—improving the payment system by 
government? 

Mr Bowles:  I have not had any explicit conversations with anybody that tell me to do one 
thing or another. We are exploring the options in a contestability framework, which is 
government policy, around our payment systems. 

Senator GALLAGHER:  Can you update me on exactly where the project is up to today? 
Mr Bowles:  As I have said, we have just gone out for a request for quotation in January 

this year. We have gone out to a group of consulting firms to be able to assist us with some of 
the work to develop up the proposal. So that is pretty much where we are. 

Senator GALLAGHER:  How have you chosen those firms? 
Mr Bowles:  We have used the Department of Finance standing panel for management 

advisory services. So we have looked at that panel arrangement and we have selected a 
number of firms. We are still to hear back, obviously—we have not got the answers to it. 

Senator GALLAGHER:  Are they the ones that are in the newspaper article? 
Mr Bowles:  I cannot remember. I did not focus on the newspaper too much, I am afraid. 
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Senator GALLAGHER:  Really? 
Mr Bowles:  Yes—funny about that. 
Senator GALLAGHER:  I find that hard to believe, somehow. It was in one of them, but 

it had Deloitte— 
Mr Bowles:  It will be the normal big firms in Australia, and Deloitte will be one of those. 
Senator GALLAGHER:  Maybe in the interests of accuracy, could we have a list of 

those? 
Mr Bowles:  We will take that on notice and give you a list. 
Senator GALLAGHER:  Thank you. Also I would be interested in going back to the 

request for information on the industry organisations that you spoke to at that stage. 
Mr Bowles:  Yes. No worries; I will take that on notice. 
Senator GALLAGHER:  Is it correct that bids to design the business case are due in the 

next fortnight? 
Mr Bowles:  That is probably about right. Yes, that is right. 
Senator GALLAGHER:  So yes, they are. It seems to be pushing along at speed for 

something that kicked off—I am trying to get my dates right—if there was internal discussion 
in 2015, in January. So that has been a four- or five-week process. 

Mr Bowles:  Yes, normal tendering arrangements when we are asking for these types of 
services. We want to get someone on board to work with us. That is not saying that the next 
part of this process will be four or five weeks, because it will not. It will take some time to 
work up the next part of this process. 

Senator GALLAGHER:  Is that all on AusTender? 
Mr Bowles:  It normally would be. I have not specifically checked, but we put these things 

on AusTender. 
Senator GALLAGHER:  I find it a bit hard to navigate AusTender, I have to say. 
Mr Bowles:  Everything goes up on AusTender that is over a certain thing, so I presume it 

is on AusTender, yes. 
Senator GALLAGHER:  So the request for quote— 
Mr Bowles:  will be on AusTender. 
Senator GALLAGHER:  scope of work, would have been on AusTender. I do not know 

whether someone has it. 
Mr Bowles:  No, it may not be, because we got it off a panel arrangement. We got it off 

the Department of Finance panel. But I can give you those on notice—the firms that we went 
to. I think we went for eight firms through the Department of Finance panel. 

Senator GALLAGHER:  I am sorry; I am not fully across the Commonwealth's 
procurement processes, but does that allow a faster process? What is the benefit of going 
through the panel? 

Mr Bowles:  It does allow us to go direct to a group of firms, because these firms have 
been prequalified and all that sort of stuff. So we can go to those panels and request the 
services that we require through that. That is effectively where we are going. 
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Senator GALLAGHER:  But then at some point that has to be a transparent— 
Mr Bowles:  Yes. 
Senator GALLAGHER:  publication of what—the agreement? Mr Cahill, do you have 

something? You are nodding. 
Mr Cahill:  We did send the request for quote to eight companies, as you mentioned. They 

are the companies identified in the media report. 
Senator GALLAGHER:  You did read the paper, then. 
Mr Cahill:  I did read the paper, thank you. The quotation period closes at 2pm this 

Friday. As the Secretary says, there is a standing panel that we have gone to. So it is a select 
group that we have gone to, which we have chosen to give us a good opportunity to engage 
with the sorts of services that we are interested in acquiring. Of course, whatever the outcome 
of that RFQ is would need to be gazetted in the normal way. 

Senator GALLAGHER:  At the moment can we have access to any information about 
what the scope of that request for quote is? 

Mr Bowles:  Not at this stage.  
Senator GALLAGHER:  And that is because of the panel arrangement? 
Mr Bowles:  There are a whole lot of commercial sensitivities and we do not want to put 

ourselves in a difficult situation with commercial arrangements, either. So we will gazette the 
outcome of this and we will be quite open about what is actually being looked at. 

Senator GALLAGHER:  At that point. 
Mr Bowles:  At that point. 
Senator GALLAGHER:  When is that envisaged? 
Mr Cahill:  We expect to probably make a decision on the advisory services by the end of 

February. 
Senator GALLAGHER:  Do you have a budget for it? What is the budget allocation? I do 

not need the specifics, necessarily. 
Mr Cahill:  I do have a budget for the task force, which obviously incorporates the initial 

costs of the consultancy services and the establishment of the task force for this financial year. 
That is funding that has been drawn from within the department, so no initial funding has 
been provided from any other source. 

Senator GALLAGHER:  The budget is? 
Mr Cahill:  It is $5 million. 
Senator GALLAGHER:  That is one year's allocation? 
Mr Cahill:  That is for the balance of the current financial year. 
Senator GALLAGHER:  So the task force was established late last year? 
Mr Cahill:  The task force was established when I started in the department on 11 January. 
Senator GALLAGHER:  That is not an insignificant amount for six months work, 

basically. 
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Mr Cahill:  That is quite right. I have probably been—and the Secretary might say this—
quite generous in my estimate, so it remains to be seen how much it would actually cost. We 
do not have enough information available to us to really be precise about this at this point. 

Senator GALLAGHER:  I understand that we are going to another senator, so just to 
finish for the time being—but I will come back to this—who are the members of the task 
force? 

Mr Cahill:  For the first week that was me, myself and I. I have managed to expand that to 
five people, all officers of the department. I am in the process of recruiting additional 
resources, which I hope to bring on fairly quickly, and they of course will be supplemented by 
the advisory services we have talked about. 

Senator GALLAGHER:  Once your task force is fully operational, how many staff are 
you expecting? 

Mr Cahill:  I am still negotiating that, but it will probably be in the order of 20 people. 
Senator GALLAGHER:  And they are all going to be officers of the Department of 

Health? 
Mr Cahill:  There will be a core group of people, departmental officers. As the task force 

proceeds with its work, they will be supplemented by subject matter experts who will come in 
and out of the task force—and not just from within the department, but from other 
departments, such as the Department of Human Services and the Department Veterans 
Affairs, as we develop the work further. 

Senator GALLAGHER:  Do you have a terms of reference for your task force? 
Mr Cahill:  No, we do not. 
Senator GALLAGHER:  So they have not been established? 
Mr Cahill:  No. 
Senator GALLAGHER:  Why is that? 
Mr Cahill:  We are in the process of doing that. I referred to the numbers in the task force 

to date, so there are a lot of things that we are doing immediately. That is certainly one of the 
tasks: to set some proper governance around the work we are doing, which includes a terms of 
reference for the steering committee that will govern that. 

Senator GALLAGHER:  I might come back to that. 
CHAIR:  Thank you. I will now go to Senator Smith. 
Senator SMITH:  Congratulations, Mr Cahill. Some of us work very hard to get our 

names in The West Australian newspaper— 
Mr Cahill:  That does not include me. 
Senator SMITH:  For all the right reasons. Just by way of background, Mr Cahill, can you 

share with us what your experience is around these sorts of projects? 
Mr Cahill:  I have been a public servant for 40 or more years and I have policy and 

operational background across a wide range of areas in various departments and agencies. I 
have been the chief executive of an agency. I have undertaken significant procurement work 
in my previous experience and also corporate services and governance. 
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Senator SMITH:  Thank you very much. I will start with you, Secretary, if I could. When 
I came into the committee, you were giving some evidence around time lines and you said 
that in 2014 work was being done. Which part of 2014—the first half or the second half? 

Mr Bowles:  The second half. 
Mr Cahill:  It was August 2014. 
Mr Bowles:  It was the second half, yes. There were a whole lot of conversations. I only 

started in October. I think things started around that August period and I really got engaged in 
it after I started. So it was late when we were dealing with the RFI outcomes. 

Mr Cahill:  I can clarify that, if you wish, Secretary. On 8 August, 2014 the then minister 
issued a media statement announcing the expression of interest going forward as part of 
decisions made in the 2014-15 budget. 

Senator SMITH:  Was any work being done prior to that point? Was any work being done 
prior to September 2013 in regard to a project like this? 

Mr Cahill:  We are talking 2014. 
Mr Bowles:  No; talking about the election. I could not say. I was not there, and neither 

was Mr Cahill. There were other people who were responsible for this. I would suggest that 
there would be conversations going for long periods of time around the payments system that 
is run by Human Services. It is probably a question best directed to them because they were 
the ones responsible for that at that particular point in time. 

Senator SMITH:  I would hope that there was a conversation happening in the previous 
government around improving the experience for consumers of Medicare payments—
absolutely. You have talked about the current process being inefficient. Can you elaborate on 
why it is inefficient and how it is inefficient? I have read reports of 600 million transactions. 
Would you characterise it as paper-based or would you characterise it as a digitised process? 

Mr Bowles:  It is a mix of just about anything and everything that you want to think about. 
Senator SMITH:  Is it a mess? 
Mr Bowles:  Medicare has grown to deliver over a million services a day now. So 

significant transactions go through Medicare itself, and then we have aged care on top of that. 
So there is a significant amount of transactional work to make sure that doctors and others are 
paid through this particular system. I do not know the intricacies of the system, other than that 
it is very complex. If you look at the system diagrams of this, you would probably lay it out 
on the floor in the middle here; it is that sort of level of complexity. It is built on technology 
that is now probably 20 to 30 years old. 

Senator SMITH:  So it is inefficient because it is 20 to 30 years old. It is complex, which 
sounds like a technical word; I would probably call it a bit of a mess. Would you characterise 
it as paper based?  

Mr Bowles:  Parts of it are. It is still built on an IT system obviously, but there are paper 
issues, there are cheque issues, there are all sorts of things that still float through the system. 

Senator SMITH:  How would you describe the customer experience at the moment? 
Mr Bowles:  I can only describe my experiences when I go to the doctor. Again, it is 

complex for patients. It is not that obvious sometimes, particularly in the bulk-billing context, 
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what the payment structures are, because a lot of people would not even actually know 
because it is between doctors and Human Services around the payment issues. The feedback 
we get of course is that it is a frustrating system for patients and doctors—and doctors in 
particular, I think. 

Senator SMITH:  I am probably more interested in the patient experience than the doctor 
experience. Mr Cahill, would you elaborate? How would you demonstrate that it is an 
inefficient process at the moment? 

Mr Cahill:  I am just scratching the surface. There is probably not much more that I can 
add to what the secretary has said. But I think that it is just not about the experience currently 
that those using the system have; it is about what happens into the future. So you are talking 
about systems, as has been indicated, that have evolved over probably 30 years. Those 
systems clearly are in need of development; so there is a need for investment in systems 
anyway. This process is really about making sure that, in going forward and making that 
investment, you do so in a way that is very consumer centric, that is user friendly, that is 
flexible, that is agile and that can cope with future policy development in a way that is 
responsive to the community's needs. 

Senator SMITH:  Do you have any information about the timeliness or lack of timeliness 
that customers might be experiencing at the moment, something that in your project would be 
improved upon or would be expected to be improved upon? 

Mr Cahill:  Again, it is early days for me to probably comment too much on that. Clearly, 
going forward, we want to make sure that that experience is much better than the experience 
that people have today. 

Senator SMITH:  I would hope so. It has been characterised as the privatisation of 
Medicare; is that accurate? 

Mr Bowles:  I might take that one. No. It is looking at the commercial possibilities around 
the payment system around Medicare. Talking about the privatisation of Medicare conjures 
up a whole lot of things around privatising the medical services in that, and that is not the 
case. This is about looking at options around the payment systems for Medicare and aged 
care. 

Senator SMITH:  That is right. Specifically, to quote the minister, the project is 
investigating ways to digitise its transaction technology for payments. It is a big stretch to be 
calling it the privatisation of Medicare when—to make sure that I am clear on this—it does 
not go to issues around eligibility or policy? 

Mr Bowles:  No. 
Senator SMITH:  This is an investigation of ways to digitise the transaction or the 

technology for payments. 
Mr Bowles:  That is correct. Just to make it very clear, government policy around 

Medicare and all of those rebate issues such as bulk-billing and all of the things that go to 
make up the entirety of our system is a matter for government. As senators would know, we 
have a whole range of review activity into the MBS around some of the item numbers. We are 
also looking at the whole issue around primary health care through our Primary Health Care 
Advisory Group—all the things that will come to government over time that go to Medicare 
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more broadly. This issue is specifically around the payment mechanism once all of those 
policy decisions are made in the normal course of events by governments of the day. 

Senator SMITH:  Mr Cahill, are you familiar Centrelink's Express Plus application? 
Mr Cahill:  No. 
Senator SMITH:  It has been reported in the press. Your name was not in that article. You 

may not have gone to it; I understand that. It is an application that currently exists in 
Centrelink. It does 68 million transactions. Rather than being accused of having a sneaky 
plan, you could be accused of taking too long if Centrelink is doing these sorts of things 
already. 

Mr Bowles:  I cannot comment on that. 
Senator SMITH:  Finally, I want to go to a comment that John Deeble has made. Are you 

familiar with John Deeble? Do you know who he is? 
Mr Bowles:  Yes. 
Senator SMITH:  Who is John Deeble? 
Mr Bowles:  He did a lot of work in the early days of Medicare—Medibank and worked in 

that in whatever it was—the sixties or seventies. 
Senator SMITH:  John Deeble is reported as saying today—and the article regards him as 

co-authoring proposals in 1968 that were used to form the Hawke government's Medicare and 
before that the Whitlam government's Medibank—that he had no problem with the efforts to 
make payments more consumer friendly and faster. This is a quote from Dr Deeble: 'It won't 
necessarily alter Medicare because it's the structure of Medicare, what money you get for 
what service, that matters, not who does the running of it.' Would you agree with that 
comment, Mr Bowles? 

Mr Bowles:  That is effectively what I have been saying, I think, about the basic tenets 
of— 

Senator SMITH:  It is a very powerful endorsement from the author of modern Medicare. 
Mr Bowles:  I am so glad. 
Senator SMITH:  But it does have a long history. 
Mr Bowles:  Yes. The basic tenets of Medicare are a decision— 
Senator DI NATALE:  Can I just ask: Senator Smith, do you support— 
Senator SMITH:  No. I am on the public record as supporting co-payments. 
Senator DI NATALE:  Dr Deeble does not. 
CHAIR:  Order! Senator Di Natale, as fun as it can be, Senator Smith has the call and 

Senator Smith is asking questions. You will have your turn to ask questions. 
Senator DI NATALE:  Yes. I am just being cheeky. 
Senator SMITH:  That is right. I think the federal Labor health minister proposed co-

payments, but that will be on the record. Mr Cahill, do you support the comments of John 
Deeble? 

Mr Cahill:  I support the secretary's comments about the comments of Dr Deeble. 
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Senator SMITH:  Very, very wise. You will go a long way, Mr Cahill. You have gone a 
long way, Thank you very much, Chair. 

CHAIR:  Thank you, Senator Smith. I will come briefly to Senator Cameron. I know that 
there are some senators who want to ask questions of AIHW and, given that we have an hour 
in this area—I think Senator Simms was one, but he is out of the room now—I will come to 
Senator Cameron for a few minutes. Richard, do you have questions for AIHW or for other 
areas? 

Senator DI NATALE:  I have some questions about the Medicare proposal. I missed some 
of that; so I am assuming that most of them have been asked. But I have just one question on 
that. 

CHAIR:  Senator Di Natale and then I will come to Senator Cameron. 
Senator DI NATALE:  You were saying that your personal experience and the experience 

of some patients is that it can be a little confusing in terms of payments and a bit frustrating. 
How would you say the reimbursement of payments through private health insurance is in 
terms of the experience of patients and perhaps your own experience? Have you ever had to 
deal with that and how would you describe it? 

Mr Bowles:  I am probably a lucky person; I have not had a lot of health-related issues; so 
I have not had to do a lot of that personal stuff myself. 

Senator DI NATALE:  So then your earlier comments probably are not that relevant 
either; is that right? 

Mr Bowles:  I am sorry? 
Senator DI NATALE:  So your earlier comments then probably also apply to that as well? 
Mr Bowles:  I do not agree with that. I still go to the doctor and I still hand over my card 

and I still pay through the normal process that most of us do. What I am saying is that I have 
not had to go to hospital and have surgical activity done on me so that I would need to go 
through my private insurance to deal with those sorts of issues. But there are different 
technologies these days that are available around payments—that is the point that I am 
making—and we want to make sure that we can have a look at those. 

Senator DI NATALE:  I suppose the point that I am making is: would you agree that there 
is also frustration about payments within the private health sector? 

Mr Bowles:  I think there are frustrations; they are not necessarily to do with the process. I 
think we need to separate issues around how some of the policy issues happen in this space 
versus some of the payment issues. What we are talking about here is not trying to unpick 
policy positions around Medicare, private insurance and all that sort of stuff. 

Senator DI NATALE:  I suppose that all I am saying is that there is an assumption here 
that the only way to fix what might be some problems within the sector or within the back-
end operations, if we want to call them that, is to tender those services to a for-profit provider 
and what I am highlighting is that some of those same issues still exist within some of the for-
profit sections of the health sector. So why is there this assumption that simply transferring it 
to a for-profit provider will fix it and why isn't there an acknowledgement that we can do 
something about it without having to tender those services out? 



Page 18 Senate Wednesday, 10 February 2016 

 
COMMUNITY AFFAIRS LEGISLATION COMMITTEE 

Mr Bowles:  First of all, there are no assumptions on anything at this particular point in 
time. There are no decisions to do this in any particular way. We are in the process of 
engaging consultants to help us to have a look at the broader issues of this. I do not think 
anyone could argue that the back-end payment structures of Medicare and the aged care 
systems need to be dealt with; we need to do that. We want to have a look at what might be 
the best way to do that and, as I said—probably before you came in—we could get all the way 
to the end and say, 'We can do that the same or differently and be just as good.' We could get 
to the end of this and say, 'What a great idea, but we've got no chance of doing that,' and we 
might look at a different model of doing that. So I think we have got a long way to go yet 
before a decision is going to be made around: is it truly that? The thing for me is that I want to 
be able to explore options without having to say that we have made a decision that we are 
outsourcing Medicare. I think that is just outrageous. What we are doing is exploring options 
around how to make better use of public money in the delivery of fundamental services to the 
Australian community. That is what our job is and that is what we are trying to do. 

Senator DI NATALE:  It is reassuring to hear that a decision has not been made and that 
there is not just a kneejerk assumption that simply privatising it and putting it in the hands of 
a for-profit provider means that you will get a more efficient service. If that is the starting 
point, I would like to be able to challenge that assumption. You are saying that is not the 
starting point. 

Mr Bowles:  Again, we are just starting on trying to really explore that. We went to a 
request for information in 2014; we got a whole lot of ideas back and we now want to explore 
some of those ideas. At the end of the day, these are decisions for government, but we need to 
give them information. We need to explore options before we actually give them options. 

Senator DI NATALE:  We are talking about sensitive health information. Do you have 
concerns about those privacy issues? 

Mr Bowles:  Clearly I have concerns about the sensitivity of information. 
Senator DI NATALE:  About how they would be dealt with? 
Mr Bowles:  But we would be making sure that those issues were being dealt with. We do 

that every day. We have access and have had access to this data forever, since Medicare has 
been around. 

Senator DI NATALE:  But you have control of it now? 
Mr Bowles:  And we will always have control of that. Just because something is done by 

some other group does not mean that you hand over the keys to the kingdom on everything. I 
think we have got to be really careful about the idea that just doing this will actually give 
everyone's health information to everyone around the world. With the little bit of the media 
that I did read about outsourcing overseas—the immediate assumption is Asia and the 
immediate assumption is India or something—that is just madness at this particular point in 
time. Nobody is suggesting that.  

Senator CAMERON:  Are you accusing me of being mad because I said this morning 
that, if you follow the banks— 

Senator DI NATALE:  Some people might. 
CHAIR:  I not saying that, but I am glad you did. 
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Senator CAMERON:  The Philippines and India are where lots of these transactions go. 
Are you saying that that is not the case? 

Mr Bowles:  I am not talking about what other people have done. We have started a 
process and we are nowhere near that. As the department of health, we are very, very sensitive 
to the data that we hold; we are today, we will be tomorrow and we will be next week and the 
week after. 

Senator GALLAGHER:  Mr Bowles, just following on from that, your frustration is 
noted. I think what would help and what would be useful for the public debate is for Health to 
tell us exactly what the scope of work is. What are your principles, what are you ruling out? 
In the absence of that information, people will speculate and people will look at how these 
systems have worked in other countries and in other organisations and speculation will occur. 
So the more information that could be provided about exactly what Health are looking at—
what is out, what is in—the better. If it is not going overseas, then tell us that now. 

Mr Bowles:  All of the things that I have been talking about tomorrow have been in the 
public domain since 2014 and it has always been around the payments system and the need 
for us to have a look broadly at the current payment system, which has been around for a long 
period of time and which is in need of fixing. There has been no secret of that; it has come up 
multiple times over a long period of time. I do not want to get into this rule in, rule out. What 
I have said is that we want to look at options around payments, but we are very sensitive to 
the need for privacy around patient data; we always are and we always will be. All of those 
things will be built into anything that we do into the future. We are not talking about handing 
over Medicare to anybody; we are talking about exploring options around how we can 
modernise payments that allows us to bring those payments into this current technology era. 

CHAIR:  Senator Cameron. 
Senator CAMERON:  I came in halfway through one of your answers to a question and 

you were talking about paper issues and cheque issues and complexity and about laying things 
out on the floor and having a frustrating system. Can we maybe get back to some focus on 
this? First of all, what is the system that we are talking about? What system are we looking at 
changing? 

Mr Bowles:  Payments. 
Senator CAMERON:  The DHS delivery of payments system. What is the name of that 

system? 
Mr Bowles:  It is the Medicare payments system, from my perspective. I do not get into 

the intricacies of what DHS do and do not do. 
Senator CAMERON:  Mr Cahill, you are the one that I read as in charge of dealing with 

this; surely you know the name of the system. 
Mr Cahill:  I mentioned perhaps before you came into the room that I have been engaged 

for a very short time. 
Senator CAMERON:  You do not know it either. 
Mr Cahill:  I do not know the name of the system. 
Senator CAMERON:  So you are in charge of it and you do not even know the name of 

the system that you are going to privatise. 
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Mr Bowles:  Can I answer this question and reiterate this? We are looking at— 
Senator CAMERON:  It is incredible. 
Mr Bowles:  I am sorry, Senator; did you want to say something? 
Senator CAMERON:  No, I am listening to you. 
Mr Bowles:  I thought you were talking. We are looking at the Medicare payments system. 

If you want to ask specific questions about what the Department of Human Services do, I 
think they are on tomorrow. 

Senator CAMERON:  I know that they are on tomorrow. You do not deliver; you 
determine policy. DHS deliver. But Mr Cahill is looking at alternate delivery systems—aren't 
you, Mr Cahill? 

Mr Bowles:  Mr Cahill started a couple of weeks ago. We are in the process of defining the 
total scope of work here. We have gone to the market to engage consultants. When we 
actually get to that point in time, we can give more information. 

Senator CAMERON:  You have an army of public servants behind you. Is there any one 
of those public servants who can tell the secretary or the service task force leader the name of 
the system that we are about to privatise? Can anyone? 

Mr Bowles:  I am answering questions here. 
Senator CAMERON:  So you cannot answer my question; you do not know. 
Mr Bowles:  I am not going into the issues that relate— 
Senator CAMERON:  I cannot believe that you do not even know the name of the system. 
CHAIR:  Senator Cameron! 
Mr Bowles:  I cannot answer any more on that one. 
Senator CAMERON:  Okay; so you do not. So this system that you do not know the 

name of: is this the system that has the problem with the paper issues, the cheque issues and 
the complexity? Is that the one? 

Mr Bowles:  Again, we are at the very early stages of exploring the Medicare and aged-
care payment systems. We have made no decisions on any part thereof at this particular— 

Senator CAMERON:  So what is Mr Cahill doing? 
Mr Bowles:  Mr Cahill has been engaged to start this process for me and we will work 

with the Department of Human Services on their system's issues. 
Senator CAMERON:  Mr Cahill, how long have you been employed for? 
Mr Cahill:  Since 11 January. 
Senator CAMERON:  So your job is to look at the alternatives to the current payments 

system; is that correct? 
Mr Cahill:  My job is to head up the task force that is charged with doing that task, yes. 
Senator CAMERON:  And you do not know the name of the system that you are tasked to 

privatise or look for alternatives to? 
Mr Cahill:  The secretary has described in the broad way the payment systems that we are 

talking about. 
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Senator CAMERON:  But do you not know the name of the system? 
Mr Cahill:  The particular labels that are attached to the components of that system I do 

not personally know— 
Senator CAMERON:  The particular labels? 
Mr Cahill:  But the description of what they are has been outlined by the secretary. 
Senator CAMERON:  Have you had discussions with the Secretary of the Department of 

Human Services or with any officers from Human Services on this issue? 
Mr Bowles:  I have. 
Senator CAMERON:  I am asking Mr Cahill. Mr Cahill, have you had any? 
Mr Cahill:  I have certainly had discussions with officers of the Department of Human 

Services, yes. 
Senator CAMERON:  How many meetings have you had with them? 
Mr Cahill:  Probably half a dozen at this point since 11 January. 
Senator CAMERON:  Are there minutes of these meetings? 
Mr Cahill:  No. We are establishing a formal governance mechanism around the work, so 

a steering committee is in the process of being established. 
Senator CAMERON:  Are there file notes of the meetings, if there are no minutes? 
Mr Cahill:  There will be a terms of reference for that. The membership will include 

officers from the Department of Human Services and the Department of Veterans' Affairs and 
there will be minutes and records made of those meetings. 

Senator CAMERON:  Okay. Are there file notes of the discussions you have had with 
DHS at this stage? 

Mr Cahill:  No. 
Senator CAMERON:  No file notes? 
Mr Cahill:  I do not have any, no. 
Senator CAMERON:  Why not? 
Mr Cahill:  They have been largely informal discussions about the work coming up. 
Senator CAMERON:  Do you keep a diary? 
Mr Cahill:  As I have said, they have been largely informal meetings, informal 

discussions. 
Senator CAMERON:  Do you keep a diary, I am asking? 
Mr Cahill:  Not of those meetings, no. 
Senator CAMERON:  You do not keep a diary? You have no notes of these meetings? 
Mr Bowles:  I am a bit disturbed about this line of questioning in relation to what internal 

meetings happen between departments in relation to these activities. 
Senator CAMERON:  Mr Martin, you can be as disturbed as you like. This is Senate 

estimates and we are entitled to ask questions. You can get as agitated and as disturbed as you 
like. I am interested in ensuring that we have got a Medicare system that can go into the 
future and is not privatised. So if that disturbs you, bad luck. 
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Mr Bowles:  I am not disturbed at all about that. 
CHAIR:  Order! Senator Cameron. 
Senator CAMERON:  Thank you, Chair. 
CHAIR:  No, I was not giving you the call; I was using your name before going on to 

suggest that we show all witnesses a little more respect. You called Mr Bowles the wrong 
name. We will try and stick to the right name and also— 

Senator CAMERON:  What did I call him? 
CHAIR:  You called him Mr Martin. We will stick to the correct title. But also I must ask 

you to show due respect to our witnesses and allow them to answer the questions. I would ask 
you to do that. 

Senator CAMERON:  I think you have got to earn respect in life. If you set about to do a 
task and you do not even know the name of the system that you are about to change, I do not 
think that deserves much respect in terms of this process. 

CHAIR:  I am suggesting that you will show due respect for the witnesses at the table. 
Senator CAMERON:  Do not lecture me, Chair. 
CHAIR:  I am not lecturing you; I am telling you how proceedings will go forward. 
Senator CAMERON:  Mr Cahill, do you have a business plan that you are looking for on 

this that you are going to move ahead with? 
Mr Cahill:  There will be a business plan, yes. 
Senator CAMERON:  There will be. When you were engaged, what were you engaged to 

do? 
Mr Cahill:  To head up a task force to look at the digital payment services systems. 
Senator CAMERON:  Is this a short-term fixed term contract? 
Mr Cahill:  No. I am an ongoing officer of the Public Service. 
Senator CAMERON:  This is a short-term task, is it? 
Mr Cahill:  It remains to be seen how long it takes. It may be a long time; it may be a short 

time. 
Mr Bowles:  Those questions are probably best directed at me. I am the accountable officer 

here. Mr Cahill was engaged to do this particular task as a task force. In the normal process of 
appointments, he is an ongoing employee of the Public Service and has been, as he 
mentioned, for some 40 years. This task: we do not have a definitive time frame. In my head 
at the time when we were thinking was that it is possibly a two-year type activity until we 
actually understand what is going. But we still need to work this through. We are in the very, 
very early stages where we still have not actually got the outcome of going to market around a 
consultant to assist us in some of these activities. We will continue to develop all of the 
necessary governance structures around this that will give accountability and that will deliver 
an effective payment structure for Medicare and aged-care payments into the future. 

Senator CAMERON:  But there is an effective system in place now, isn't there? 
Mr Bowles:  I challenge the notion of whether it is as effective as it could be. What we are 

doing is exploring— 
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Senator SMITH:  He said it was not effective and inefficient. 
Mr Bowles:  I said 'inefficient'. I said that it was inefficient. But we are looking at what is 

the best way of actually looking at these payment systems into the future. No decisions have 
been made around the wholesale outsourcing, where it goes, who it will go to—any of those 
sorts of issues at this stage. We are in the early stages of this conversation. 

CHAIR:  Senator Cameron, before you proceed, I will just advise you that I will in a 
moment be going to Senator Simms who has been waiting and also to Senator Madigan for 
some short questioning. So I will get you to wrap up at this time before I go to them. We are 
due to finish this area at 10 o'clock. I would like to stick to the times as much as possible. 

Senator CAMERON:  That will not happen. 
CHAIR:  Senator Cameron, I am well aware of the standing orders that I cannot stop 

senators from asking questions beyond the allocated time. I would make the point that this 
committee has agreed in previous estimates and going forward that we would endeavour to 
work to stick towards times. I would just make that point. If you choose to invoke the 
standing order later to extend the time, it will either eat into your colleagues' time or 
necessitate spillovers. I would just make that point. I am very aware of the standing orders, 
but I will get you to wrap up with one more question now and then I will be going to Senator 
Simms. 

Senator CAMERON:  Mr Bowles, are you aware of the Public Service Commission 
capability review of DHS? 

Mr Bowles:  Not specifically. The capability review? 
Senator CAMERON:  You know what a capability review is, don't you? 
Mr Bowles:  I know of capability, yes. 
Senator CAMERON:  They are an important part of accountability— 
Mr Bowles:  Yes. 
Senator CAMERON:  An important part of quality delivery of service. Are you aware 

that the last capability review of the DHS indicated that it was working very effectively in 
terms of complex delivery services? Are you aware of that? 

Mr Bowles:  I do not know the specifics of Human Services outcomes to their capability 
review, but I will say that I agree with you: Human Services do a very good job at what they 
do, despite some of the criticisms that are levelled at them around some of these issues from 
time to time. I am a great supporter of the Department of Human Services and what work they 
actually do. 

Senator CAMERON:  Okay; we do not need to know that. 
Mr Bowles:  That does not mean— 
Senator CAMERON:  I have got limited time and I am trying to deal with some of the 

questions. 
CHAIR:  This is not an overly long answer. He is entitled to answer. 
Mr Bowles:  That does not mean that we do not look at options to make our payment 

systems the best they can be over time. As I have said on a number of occasions, when we get 
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to the end of this, that may be the very answer that we come to; it may not be. That is why we 
are having this process now. 

CHAIR:  Senator Simms. 
Senator CAMERON:  I have not even finished my question. I will put one and one on 

notice. 
CHAIR:  Sure. 
Senator CAMERON:  Are you aware of what is in some areas seen as a $1.5 billion 

investment in the WPIT system? 
Mr Bowles:  I am broadly aware of that. 
Senator CAMERON:  Mr Cahill, are you aware of it? 
Mr Cahill:  Yes, I am. 
Senator CAMERON:  Are the discussions with DHS as to whether— 
CHAIR:  Senator Cameron, is there one question that you want to put on notice? 
Senator CAMERON:  Yes, this is it. Have you, as part of your discussions with DHS, 

looked at whether this massive technological development in DHS could include the 
Medicare payment system? 

Mr Bowles:  I will answer that. We have been talking to DHS through this entire process 
and looking at all sorts of options around payments and the answer is yes, we have always 
looked at whether there are options to add to the WPIT. We are also looking at the broader 
issues of payment systems at the moment; that is what we are doing now. As I have said, we 
are not ruling anything in or out—whether we continue along the same pathway, whether we 
redevelop in Human Services, whether we go to an external market or whether we do 
anything else. That is the work we still have to do before we get to a point where we can say, 
'That is the right outcome for us.' 

Senator CAMERON:  When you come back, Mr Cahill, after the break, would you be in 
a position to advise me what the system is that you are looking at changing, the name of the 
system, the problems with the system and the options that you are looking at? Even let me 
know the name of the system that you are looking at.  

Mr Bowles:  That is the work we are about to do. We are not going to come back and give 
the outcome of work we have not done at this stage. We want to look at what are the best 
options going forward for payments for Medicare and aged-care payments.  

CHAIR:  Senator Simms.  
Senator SIMMS:  My question relates to the LGBTI health alliance. I am happy for the 

department or you to answer it, Minister. The National LGBTI Health Alliance was formed 
on 2 February by the Department of Health. It was not successful in its application for 
ongoing peak health and advisory body program funding, and funding for the organisation 
ceased in December 2015; that is what I am advised. Does the department consider it 
acceptable for an organisation to be informed of a final decision on their funding two months 
after the funding had ceased? Is that usual practice within your department?  

Mr Bowles:  I do not know the specifics. I can take that on notice and get the specifics of 
that for you.  
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Senator SIMMS:  Yes, could you take that on notice?  
Mr Bowles:  That is fine.  
Senator SIMMS:  In terms of a few more questions about this alliance, the National 

LGBTI Health Alliance is the only national organisation providing policy advice to the 
government on LGBTI health issues. The organisation has worked with the government 
across a range of issues, including ensuring equitable outcomes for transgender men who are 
accessing testosterone, improved data collection standards on sex or gender diverse people 
and advising on the implementation of government services. The loss of funding will result in 
gaps with regard to policy advice in this area. Does the department have a plan to deal with 
such critical policy advice now that they have ceased funding to this organisation?  

Mr Bowles:  I might have to take the overarching nature of these questions on notice. Just 
to put things in some sort of context, when we make policy decisions that relate to specific 
groups, we clearly do go to some of those groups. There is not only the association; there is a 
whole range of other activities that we will have a look at in determining what policies there 
might be around an LGBTI type issue. I do not know the specifics of this, so I will take that 
on notice.  

Senator SIMMS:  I appreciate that.  
Mr Bowles:  But we do have an active LGBTI network internally within the department 

itself and we do talk about a range of those issues in those sorts of contexts. That is not really 
answering your question, so I will take the guts of that on notice.  

Senator SIMMS:  I appreciate that. Tell me a little bit about this network. How does that 
work?  

Mr Bowles:  We have a range of networks internally to help us understand our 
organisation and understand our staff. We have an Aboriginal and Torres Strait Islander 
network, a disability network and an LGBTI network. Staff members come together to 
discuss the issues as they relate not only to policy but to how we deal with things in the 
department and the like. That is a very active group in the department.  

Senator SIMMS:  Are they policy experts in that field or are they people of that 
community?  

Mr Bowles:  It is people of that community within the department who come together. I 
meet with them every now and again. I think I have one coming up this week or next week.  

Senator SIMMS:  But what mechanisms do you have in place to consult and engage with 
people outside your workplace, outside the department?  

Mr Bowles:  Again I can take that on notice and give you a broader answer. But when we 
actually look at the policy implications for different groups—and there are multiple groups 
that get affected by some of these things—we will widely consult with different areas around 
specific policy related issues.  

Senator SIMMS:  Who would you consult with if you do not have a funded peak body? 
That is what I am trying to get at.  

Mr Bowles:  I do not know off the top of my head. I will take that on notice and we can 
give you some broader areas. We do not have peak bodies in every single community group 
either.  
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Senator SIMMS:  There are some particular health issues that impact on this community.  
Mr Bowles:  There are. Absolutely, I accept that.  
Senator SIMMS:  If you would take it on notice, that is fine.  
Mr Bowles:  Yes, I will do so.  
Senator SMITH:  The other point is that it is not as if there are other groups doing similar 

work to the LGBTI health alliance.  
Mr Bowles:  No, I accept that, Senator. As I said, I will take it on notice. I just do not 

know the specifics of that one off the top of my head.  
Senator SIMMS:  Thank you.  
CHAIR:  Senator Madigan.  
Senator MADIGAN:  Mr Bowles, I refer the department to AHPRA's website as it 

pertains to physicians and the treatment of Lyme disease. There are a number of doctors who 
treat Lyme-like patients who have had conditions placed on their registration such as 'only 
prescribe medication in accordance with the Australian Therapeutic Guidelines'. No 
Australian doctor can treat Lyme disease or Lyme-like illness in Australia and operate within 
the Australian Therapeutic Guidelines, even for a patient with overseas acquired borreliosis. 
Therefore every Australian doctor prescribing the internationally recommended antibiotic 
treatment for Lyme disease is in contravention of the said guidelines.  

This situation, Mr Bowles, is unsustainable. Thousands of very sick people are sick after a 
tick bite but they improve when prescribed antibiotics. Given that the health minister accepted 
the recommendations of the Independent Review of the National Registration and 
Accreditation Scheme for health professions that AHPRA's responsiveness to consumers 
should be improved, could the department please advise what will be done to address this 
issue?  

Mr Bowles:  I might ask Professor Baggoley or Dr Lum to give you some more detail 
about some of the broader issues because it is a very long and complex question. Professor 
Baggoley, we might start with you.  

Prof. Baggoley:  Thank you for your questions. I am aware you had a long conversation 
with Martin Fletcher, the chief executive of AHPRA, on Monday and covered a whole range 
of areas there. You have asked a lot of questions and I might need to be reminded of one. But 
you raised the point that borreliosis could not be treated under our therapeutic guidelines. Dr 
Lum, our principal medical adviser within the Office of Health Protection, can provide advice 
on that one.  

Dr Lum:  Thank you, Senator Madigan, for the question. In terms of borreliosis—that is 
an infection caused by bacteria of the genus Borrelia—certainly in Australia we are able to 
treat that infection. If you are referring specifically to classical Lyme disease, we certainly do 
see patients with classical Lyme disease who have acquired it overseas. We are definitely able 
to treat that.  

When it comes to the patients who are presenting with chronic debilitating systems, those 
particular patients, if they do have a confirmed infection caused by a Borrelia burgdorferi 
sensu lato, can definitely be treated. For those patients where the diagnosis is either difficult 
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or in dispute, trying to work out what is causing their illness is the nub of what the department 
is trying to do in its work with these particular patients.  

Senator MADIGAN:  At the previous Senate estimates, Dr Lum, I raised my concerns 
that doctors are being targeted and are having restrictions placed on their ability to practise. 
You and Professor Baggoley assured me that this was not the case. Just recently we had a 
doctor in Melbourne, leading up to Christmas, who had conditions placed on his ability to 
practise and treat people that are suffering from chronic disease symptoms. Could you inform 
me where these people are supposed to go when it seems that seven doctors across the country 
to whom these people go to seek treatment have been either knocked out or had conditions 
placed on them that severely restrict them in helping these people? Why is it a crime that 
these doctors are trying to help these people and give them relief?  

Prof. Baggoley:  As Mr Fletcher advised you on Monday, neither AHPRA nor the Medical 
Board are targeting doctors who are treating Lyme disease. I know you have had that 
discussion. When complaints are raised by members of the profession or the public with the 
Medical Board, the Medical Board is obliged to investigate according to its legislation, and to 
take action as is required under its processes.  

Where these investigations have been raised, they have come through from, as I say, 
complaints that have been made. They are not being made de novo by the medical board. 
Doctors who they might hear about that are treating Lyme disease are not being targeted. I 
think, Senator, you are aware of that.  

It is important, though, to come back, to the issue of the patients who are suffering from 
these chronic debilitating illnesses. There is no doubt there is quite a division and certainly a 
weight of opinion on the side of the infectious disease specialists and pathologists in this 
country who say there is not likely to be a unitary cause for their condition. So each patient 
will have to be considered on their own.  

We have contacted our colleagues within the Department of Health and Human Services in 
Victoria, alerting them to this problem. Certainly there are some infectious disease specialists 
who are having patients referred to them. I am not sure how many and what their treatment is 
required to be. We think this is something that the public health system needs to engage with 
because we are really concerned about these patients and their problems, as are you, Senator; I 
respect that.  

Senator MADIGAN:  Professor Baggoley, I appreciate your answer. I note that you 
pointed out to me that I had a meeting with AHPRA, but the said gentleman at AHPRA told 
me that these doctors that have had conditions placed on their ability to practise can refer their 
patients on to other doctors. But they have been to countless doctors. I have visited hundreds 
of people, I might add, Professor Baggoley, in New South Wales, Victoria and Queensland, 
who say they cannot get treatment. The doctors who treat them, and treat them successfully, 
are being knocked out. So who on earth are these doctors supposed to refer them to when 
these people have been to countless specialists and GPs and received no treatment?  

Prof. Baggoley:  I think this gets to the nub of the problem, Senator. When these patients 
refer to our leading infectious diseases specialists in this country, with whom we trust the 
management of all infectious diseases in any other setting, these specialists are still requiring 
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and needing more evidence than we have now that what they are being asked to treat is in fact 
Lyme disease.  

We are working, and we have worked over the last three years, to try to bring these 
together. We cannot get in the middle of that doctor-patient relationship. It is not our role. But 
it is our role to point out to the medical community more broadly that we have patients who 
have real problems, who need care, and we need them to work together to come to a solution 
for these patients with major problems.  

If a leading specialist in infectious diseases has a patient in front of them, looks at all the 
evidence they have and does not believe they have Lyme disease, a Lyme-like illness or 
something that requires intravenous antibiotics for a very long time, we cannot say, 'But you 
must treat that.' We trust them, and we trust them in all other cases.  

It does come back to the fact that there are many patients—and I receive petitions online; I 
receive letters from this doctor's patients in Victoria. You read of patients who have been 
quite unwell and who have been given treatment, which is complex treatment—antibiotics 
intravenously, often over a long period of time, plus other treatment—and who do feel better 
and who do come good. And then they are really concerned that, by not having access to that 
doctor and his treatment regime, they are going to deteriorate—and some believe they already 
have—and that is a problem. But it is going to be solved by bringing people together. As to 
the issue of the specific practices of some of these doctors, which may or may not relate to the 
treatment of Lyme disease, how they treat it or other factors, this is not the place to go into 
that. 

Senator MADIGAN:  Thank you, Professor Baggoley. That still does not answer the 
question for these people who are suffering. If you have not personally visited people, like I 
have, in their homes and spoken to their families, none of what we were told at the previous 
Senate estimates or what you have told me now will deliver any comfort or any solutions for 
these people. The rhetoric and the reality at the coalface don't marry up.  

Prof. Baggoley:  In regard to the way forward for these patients, I am aware that you have 
described some of these patients being treated by other doctors as being treated 'worse than 
mongrel dogs with mange'. That isn't going to help, either. We need to have a 
multidisciplinary approach to these people, get our best brains together— 

Senator MADIGAN:  When is it going to happen, Professor Baggoley? In the meantime 
these people are suffering. Their families are going to hell in a handcart— 

Prof. Baggoley:  I understand that.  
Senator MADIGAN:  and all they're getting is lip service.  
Prof. Baggoley:  What would you have happen, Senator? I realise you ask me the 

questions, but I know that was a question that was asked of you a few days ago.  
Senator MADIGAN:  Professor Baggoley, I am not a GP. I am not a specialist. You are a 

professor. Dr Lum is an expert in his field. But these people are suffering. I cannot ignore 
that. I am asking you what is practically being done to address these people's illness. Rather 
than just telling them to go away and roll up in the corner and die, what is the department 
proposing to do to get some positive outcomes for these people?  
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Prof. Baggoley:  The department, again, does not manage the clinical conditions or the 
clinical treatment of individual patients. We work with, and we have been in contact with, the 
Department of Health and Human Services in Victoria, pointing out precisely the problem 
that you have pointed out. We have been in contact with at least one specialist who also is 
looking for similar help. No-one wants to abandon these people. No-one is saying they should 
be put in a corner to die. But we come back to a fundamental issue—not just in this country 
but around the world—of the treatment of people with chronic symptoms as a result, in many 
cases, of a tick bite. There are some doctors who believe that this is a Lyme-like disease and 
long-term antibiotics are a problem. And we do have this doctor in Victoria who has 
restrictions on his practice. This does present a problem. We are hoping that, through working 
with Victoria and the specialist community there, those people working together will come up 
with an answer.  

Senator MADIGAN:  Thank you Professor Baggoley. Thank you, Chair.  
CHAIR:  Thank you. Senator Lindgren.  
Senator LINDGREN:  Professor Baggoley, I have just read some of the documents 

around Lyme disease as well. When a patient sees a doctor, would they do a process of 
elimination based on blood test results? Or does it present as possibly an autoimmune disease, 
and then they start going through the different tests before they even get to a Lyme disease 
prognosis?  

Prof. Baggoley:  I might ask Dr Lum to comment on this, given that he is a practising 
pathologist as well, but when a patient presents with any condition there is a diagnostic 
process to go through. There is clinical history, there is an examination, there are tests to be 
undertaken. Then there is a process of elimination as you go through. It might be a process of 
treatment and diagnosis, seeing what happens and then coming back to this. Many of these 
patients have symptoms that are quite dissimilar to other patients. It is not as if it is in the 
chronic form of what we are calling a 'chronic debilitating illness'. Many patients don't fit a 
nice pattern. The acute illness of tick-borne Lyme disease, which is seen overseas and when 
people come from overseas back to here, is pretty straightforward. It is a clinical diagnosis—a 
short course treatment of antibiotics and people get better, usually. Dr Lum, you may want to 
add to that.  

Dr Lum:  Thank you, Professor Baggoley. In terms of the presentation of patients—and 
we will start with classical Lyme disease—you are right; where the disease is endemic, you 
have pathognomonic signs, like an Erythema-Migrans rash. Because it is an endemic infection 
in those particular places—which means that it is found commonly and it spreads 
commonly—then a diagnosis just on sight is usually able to be made. That can be reported for 
surveillance purposes and treatment can occur. 

For the patients we are seeing in Australia, where there is no evidence of it being classical 
Lyme disease, they are presenting with a constellation of debilitating, usually chronic, 
symptoms; so for example, chronic fatigue, headaches, sore joints, sore muscles. Some of 
them are experiencing muscle spasms. Others are reporting what they describe as 'cognitive 
fogging' or difficulty with being able to think, with being able to do simple mathematics, et 
cetera. For those particular patients it is difficult. There is a long history in terms of 
investigation for patients with chronic fatigue. More and more is being learned about chronic 
fatigue syndrome as a distinct syndrome. 
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The other important feature with autoimmune disease is that many of these patients also 
present with symptoms that are similar to other chronic diseases. So, for example, many 
patients will have symptoms consistent with motor neurone disease, multiple sclerosis, 
Parkinson's disease. Some patients who are much older and who fit into the definitions for 
dementia—Alzheimer's dementia, particularly—will also have symptoms that may overlap. 
The difficulty is that for many of these patients who have very straightforward diagnoses—
usually made by a consultant neurologist for that particular group of disorders—their 
treatment may be not as straightforward or as easy as they would like. We see this with all 
human beings. Not every treatment that we expect to work will always work; so patients will 
often look to potentially other causes. We live in a day and age where one of the really good 
things about medicine is that people are more informed, more aware, and they can look up 
their diagnosis and ask questions about it. 

The reality is, though, that there are some patients who have been given a firm diagnosis of 
one of these other chronic diseases and who will then also consider that they might have 
another illness. While we do not believe that it is classical Lyme disease, and while the 
diagnosis of chronic Lyme disease is disputed and not agreed upon by the conventional 
mainstream medical profession, many patients believe that that is what they may have. So 
they will seek treatment for that ailment when, in fact, they probably do have the original 
diagnosis. The difficulty is that many patients will also be managed with long-term multiple 
antimicrobials. The problem is, some of those antimicrobials have effects on the human body 
that are not limited to being anti-infective. So they will actually make you feel better. So we 
do understand that there are patients who receive antimicrobials, start to feel better and 
through deductive reasoning believe that they have an infection, when in fact that may not be 
the case.  

Senator LINDGREN:  So if you did a blood test and their anti-inflammatory factors were 
up, your first line of defence would not be then a high dose of antibiotics over a period of 
time? 

Dr Lum:  Anti-inflammatory markers—for example, an erythrocyte sedimentation rate or 
a C-reactive protein—would simply imply that there is some sort of inflammatory process 
going on. It could be due to infection. It could be due to other causes. So, to make a 
conclusion that it is an infection because anti-inflammatory markers are raised is not a 
complete way of making a diagnosis and not really a very good way of managing a patient.  

Senator LINDGREN:  Okay. Thank you. 
CHAIR:  Senator Di Natale.  
Senator DI NATALE:  Just a couple of more general questions. Do you have an update on 

the latest figures for total health expenditure?  
Mr Bowles:  I might get someone.  
Senator DI NATALE:  On another topic, while we are waiting, have you have done any 

work, including any modelling, around increasing the Medicare levy?  
Mr Bowles:  No.  
Senator DI NATALE:  Nothing like that?  
Mr Bowles:  I had to think then what you were talking about—the actual Medicare levy?  
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Senator DI NATALE:  Yes.  
Mr Bowles:  No.  
Senator DI NATALE:  You know that thing that we all pay? 
Mr Bowles:  You got me with that one—but no, we haven't.  
Senator DI NATALE:  That was a little fishing exercise, but you never know—sometimes 

you catch something. I have a few questions around obesity but, given the time, I am happy to 
put those on notice. I am interested in the latest figures on health expenditure.  

Mr Bowles:  Are you talking about— 
Senator DI NATALE:  Total health expenditure.  
Mr Bowles:  Because we have the aged care components.  
Senator POLLEY:  There is not enough for aged care; I just put that on the record.  
Mr Bowles:  No worries, Senator. It is a total of around $85.1 billion, including aged care 

and sport: so $68.7  billion on health, $16.1 billion on aged care— 
Senator DI NATALE:  What year are the figures for? What year are we talking about?  
Mr Bowles:  It is 2015-16, our current year as at MYEFO: so 68.7 on health; 16.1 on aged 

care and 0.3 on sport. That makes a total of 85.1.  
Senator DI NATALE:  How does that track compared to the previous year?  
Mr Bowles:  It is an increase of 4.7 per cent. I do not have the specific figure, but it is an 

increase of 4.7 per cent.  
Senator DI NATALE:  What are the components that increased?  
Mr Bowles:  They were 4.6 in health, and 5.9 in aged care, and a decrease of 15 in sport.  
Senator DI NATALE:  Do we know what that increase is attributed to in health? What are 

the biggest components?  
Mr Bowles:  Hospital payments went up by about 6 per cent roughly, off the top of my 

head.  
Senator DI NATALE:  This is despite the fact that there were changes— 
Mr Bowles:  There are no changes in place at all at this point, until the 2017-18 year.  
Senator DI NATALE:  Yes, you are right, sorry.  
Mr Bowles:  Someone might have the exact figure, but it is around the 6 per cent for 

hospitals. Medicare is still growing; I think it is around the 4 per cent still. So overall it comes 
up to that 4.6 per cent.  

Senator GALLAGHER:  Is that broken down into what is contributing to those increases, 
like the Commonwealth expenditure— 

Mr Bowles:  These are our figures.  
Senator GALLAGHER:  They are—not total?  
Mr Bowles:  No, not total. So if I look at the total figure, roughly around $155 billion is 

spent on health care. It is probably up a bit at the moment. But a rough percentage is: 
Commonwealth, 41 per cent; states 27 per cent, and the private sector in the broad is about 32 
per cent—just to give you a broad perspective.  
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Senator DI NATALE:  So that $150 billion I had was 2013-14.  
Mr Bowles:  Yes, that is probably about right.  
Senator DI NATALE:  That is the most up-to-date?  
Mr Bowles:  I don't have any further one. We do?  
Mr Cormack:  No, that is the AIHW.  
Senator DI NATALE:  The most recent figures?  
Mr Cormack:  The $154.6 billion is the AIHW health expenditure Australia report 2013-

14. That is the most up-to-date on that basis.  
Senator DI NATALE:  Good; thanks.  
CHAIR:  I am conscious that we are about a half hour over time. Senator Gallagher, did 

you have some more in this outcome?  
Senator GALLAGHER:  Yes, I do. I have some questions around the flexible funds. At 

last October's estimates it wasn't entirely clear where all the changes and reductions in 
expenditure were going to flow through. I have gone back and had a look at the questions on 
notice and your evidence, Mr Bowles. Can you update the committee now?  

Mr Bowles:  I could probably do that on notice, Senator, to give you an updated answer to 
specifics. I think I gave you a table on notice— 

Senator GALLAGHER:  There was a table, yes.  
Mr Bowles:  around the flexible funds. I can give you that on notice, if you like. When we 

deal with all the ins and the outs, I think the total has roughly gone from about 12.3 down to 
about 11.8 in total numbers. But I will give you that on notice. 

Senator GALLAGHER:  That is good. You will take that on notice. I still have some 
questions that hopefully you can answer here. Do the 16 flexible funds remain?  

Mr Bowles:  I do not want to sound evasive. What we said last time was that we were in 
the middle of reviewing all of the funds. We are looking at a new outcome structure for the 
future, which I cannot obviously talk about because that is in the context of the upcoming 
budget rounds. What we are looking at is: is there a way we can look at health expenditure to 
make it more obvious in an outcome structure perspective? As we sit today, all of the funds 
still exist. There is no intention to get rid of the outcomes within those areas, other than to 
realign them over time. We will look at that. That is probably a good question for the May 
estimates, because we will have it in the context of the budget then.  

Senator GALLAGHER:  There are changes afoot?  
Mr Bowles:  Only into the structure, not what it is.  
Senator GALLAGHER:  Where you have, say, chronic disease, health protection, 

workforce, rather than having specific streams for those grants, what you will be looking for 
is outcomes as set presumably by the department about what you want to see in workforce? 

Mr Bowles:  Yes, exactly.  
Senator GALLAGHER:  So you would want to see a reduction, say, in the prevalence of 

diabetes? 
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Mr Bowles:  Yes. It will be something along those lines, trying to get a better alignment. If 
you have a look at our outcome strategy, we have 11 outcomes. It is reasonably complex to 
know even where to go to ask a question sometimes. We are trying to simplify that to make it 
a bit easier. But in the context of the flexible funds and the broader health expenditure, what 
we want to do is streamline the outcomes and then look at what are the program activities that 
are funded and how do we actually deal with it in that sort of context.  

Senator GALLAGHER:  Have the cuts that were announced and were subject to 
discussion in October's estimates and probably the May one, I imagine, been allocated? That 
is the $500 million in cuts to the flexible funds. 

Mr Bowles:  That is correct.  
Senator GALLAGHER:  On top of the original indexation freeze, that is about 

$697million. Have they been allocated across those funds and, if so, how?  
Mr Bowles:  That is the table I am talking about. I can give you that table.   
Senator GALLAGHER:  You do not have that information now? Considering this has 

been the subject of—  
Mr Bowles:  I do not know if I have got it in that form is the issue, right down to the 

individual component, but there was the $197 million and then there was the $596 million 
figure that were the flexible funds. 

Senator GALLAGHER:  That is $596 million out of the $962.8 million cut?  
Mr Bowles:  That is right. That is that 11.8 over the forward estimates figure that I gave 

you. But there will be some ons and offs as well in that sort of context as we streamline some 
of the different programs through there.  

Senator GALLAGHER:  Ons and offs?  
Mr Bowles:  Yes.  
Senator GALLAGHER:  That is a term I know well. So you cannot give me a table today 

that just in a global sense has the savings that have been allocated across the 16 different 
funds?  

Mr Bowles:  I will see if I can get that for you before the day is out.  
Senator GALLAGHER:  That would be really great. It may become clear from this table 

that you are able to provide me—but were those cuts distributed consistently? What was the 
process to apply the cuts? Were there funds that were less of a priority than others?  

Mr Bowles:  For starters, two of them were immediately discounted. Indigenous and 
medical indemnity were excluded initially. So only 14 of the 16 were affected. Then we really 
did take a look at each of the programs and the funds and looked at what they were doing. 
Therefore, it was not a uniform 'let's just cut down the line'. We wanted to understand what 
was appropriate and what was not. We have gone down that activity. That is why it is a little 
complex because at the end of the day we have these funds but behind that there are 
thousands of activities that go into this. That is why it is a little complex sometimes.  

Senator GALLAGHER:  Have the organisations that have relied on this funding—I think 
again this came up in last estimates—been advised now of what that looks like?  

Mr Bowles:  I think everything is out there now, isn't it?  
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Ms Cosson:  Where we had contracts with organisations, they have remained while we 
have gone through this process. Where we are going out to market or whether we are looking 
at extensions, then we are connecting with those relevant organisations.  

Senator GALLAGHER:  Do they have funding secured until 30 June and then these cuts 
come in? 

Mr Bowles:  I think in that context it will depend.  
Senator GALLAGHER:  Some have multi arrangements?  
Mr Bowles:  Yes. Some will have multiyears. They will go out for another two, three, or 

four years in some cases probably. Some will actually finish because they are terminating 
programs, for want of a better term. And some will be renewed. That is a process that goes on 
every single year.  

Senator GALLAGHER:  Have those that will have funding terminating or running out, 
expiring, whatever you want to call it, at 30 June, been advised of that?   

Ms Cosson:  They will be aware of that within their contract arrangements. They will see 
when their contract is expiring. They will be aware and we will be in discussions with them at 
the next—  

Senator GALLAGHER:  Saying there is no money for this?  
Ms Cosson:  That is right.  
Senator GALLAGHER:  Are you able to give me any idea of how many organisations 

will be affected by that and where they come from, what they are doing?  
Ms Cosson:  I am certainly aware of the number of contracts that are ceasing on 30 June. I 

do not have a list of the organisations that will be affected.  
Senator GALLAGHER:  Whatever you can provide me with will be really useful. I 

understand there has been a decision not to fund the Women's Health Network and Arthritis 
Australia. Can you confirm that?  

Ms Cosson:  I will need to take that on notice.  
Senator GALLAGHER:  Could you maybe come back on that? I am sure there is 

somebody related to that in the room.  
Mr Bowles:  If we have the information on that, it might come up in one of the outcomes 

later with the relevant policy person and we can raise it then.  
Senator GALLAGHER:  I will try to remind myself when that happens.  
Mr Bowles:  We will even try to remind you.  
Senator GALLAGHER:  That is very helpful.  
Mr Bowles:  We will try to get it into the outcome.  
Senator GALLAGHER:  That is very helpful. Following on from this, there seems to be a 

health peaks fund that has been announced or is being established. I am trying to understand 
where that fits into the flexible funds. It seems to be a new fund. Is it?  

Mr Bowles:  No. I think it has always been around.  
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Ms Cosson:  We did consolidate a few activities into a peak body fund. We ran a process 
where we did send out an approach to market to gain interest in this new peak body fund 
arrangement. Yes, that has been announced.  

Senator GALLAGHER:  You said you have consolidated into a health peak arrangement; 
so it is a new fund?  

Ms Cosson:  I would need to get some advice from one of my colleagues. My 
understanding is we had a look at what was out there actually delivering those services to 
consolidate how that service would be delivered in the future.   

Senator GALLAGHER:  So across the flexible funds you have looked at where those 
funds were being used to fund peak organisations and you have pulled them out?  

Ms Cosson:  That is my understanding but someone might be able to correct me if I am 
wrong.  

Mr Bowles:  That is correct; yes.  
Mr Cormack:  Yes, we have completed a funding round for the Health Peak and Advisory 

Bodies programme funding, which is a reconfiguration of a different range of funds. We have 
completed an approach to the market. We have executed funding agreements with a number 
of those organisations. We are still negotiating final agreements with another 10. Obviously 
there were a number of applicants for that fund who did not succeed in getting funding under 
that round.  

Senator GALLAGHER:  This funding has come from the other flexible funds? 
Mr Cormack:  That is right.  
Senator GALLAGHER:  Across all 16 of them? 
Mr Cormack:  I will need to take on notice the precise sourcing of the former 16 and how 

it translates into this. That is the source of funds. We have completed a round within the new 
fund, which is the Health Peak and Advisory Bodies programme fund.  

Senator GALLAGHER:  What was the budget for the health peaks, the global?  
Mr Cormack:  I need to take that on notice. I can give you some idea of some of the 

funding outcomes for individuals. 
Senator GALLAGHER:  I think everyone got the same amount of money, didn't they?  
Mr Cormack:  No. There was some reasonable variation amongst the applicants.  
Senator GALLAGHER:  Was there? 
Mr Cormack:  If you like I can run through those that we have got executed funding 

agreements with.  
Senator GALLAGHER:  Yes.  
Mr Cormack:  I will get the figure on the total amount of funds while I am going through 

that. Just going through the names that we have got funding agreements with, Allergy and 
Anaphylaxis Australia got $704,000 over four years; Asthma Australia, $767,000; the 
Australian Federation of AIDS organisations, $1.283 million; Consumers Health Forum of 
Australia, $1.283 million; Continence Foundation of Australia, $1.283 million; the 
Haemophilia Foundation, $657,000; Lifeline Australia, $612,000; Macular Disease 
Foundation Australia, $1.283 million; Mental Health Australia, $1.8 million; the Metabolic 
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Dietary Disorders Association, $604,000; the National Association of People Living with 
HIV/AIDS, $1.283 million; and the Public Health Association of Australia, $1.283 million. 
The total committed is $23.7 million from 2015-16 through to 2018-19.  

Senator GALLAGHER:  The $1.283 million regularly pops up.  
Mr Cormack:  Yes. There was certainly a methodology applied. As I indicated to you, not 

all funds have received the same.  
Senator GALLAGHER:  You have 10 more to come, did you say?  
Mr Cormack:  Yes.  
Senator GALLAGHER:  Why haven't they been finalised?  
Mr Cormack:  We go through a process with each of the organisations where, obviously, 

we notify them they have been successful. We then go through the process of negotiating a 
final amount with them. So it is really just a contract finalisation process. Obviously some 
may have the need to provide additional information, get their board sorted out, just the 
normal sort of contractual things.  

Senator GALLAGHER:  Most of those were finalised in December, were they; is that 
right?  

Mr Cormack:  The round was completed last year and they were certainly notified 
towards the end of last year. We are just now hoping to get all of the contracts sorted out by 
March.  

Senator GALLAGHER:  Going back to Mr Bowles's point around the work you are 
doing to become more outcomes focused, is that why you pulled the health peaks out? 
Perhaps this is a better question: the health peaks funding round, or whatever it was—I think 
you had a different name for it.  

Mr Cormack:  I will ask the secretary to deal with that.  
Mr Bowles:  I think it is trying to get better clarity around where the funding is going 

rather than mixing that in the middle of all the delivery funding, if you like. We want to 
understand what are the different components of funding that we deliver out there. As you 
probably appreciate, there are a lot of people out there that talk on behalf of different parts of 
the community that have nothing to do with part of the community sometimes. So what we 
want to be able to do is focus on who are the peaks that we fund to do broad consultation and 
broad activities for their particular area. That is really why we are doing it, just trying to 
clarify that.  

Senator GALLAGHER:  So that $23.7 million has come from a range of the other 16 
funds, which you will confirm for me at some point today? 

Mr Bowles:  Yes.  
CHAIR:  Senator Gallagher, sorry to interrupt but we are pushing up against morning tea. 

I want to get an indication whether you are close to finishing in this area or not. 
Senator GALLAGHER:  I am close to finishing in this area but I do have other questions 

in a general sense.  
CHAIR:  In the portfolio?  
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Senator GALLAGHER:  In the whole of portfolio, yes. If I can get through those then we 
can sweep through the other questions.  

CHAIR:  If you have got a little way to go with whole of portfolio then I suggest we will 
break unless there are just one or two quick ones.  

Senator GALLAGHER:  I will finish up on these, the funds.  
CHAIR:  Sure.  
Senator GALLAGHER:  If I could also get today how many of those peaks were 

unsuccessful? 
Mr Bowles:  That could be difficult as well because when you go to the market all sorts of 

new things get created as well. We just do not want to necessarily do that. We can take on 
notice who the peaks are that may have been funded in the past that did not get funding. We 
could do it that way.  

Senator GALLAGHER:  Yes, that would be good.  
Mr Bowles:  We can take that on notice. As you would appreciate, I think we got over 100 

applications.  
Mr Cormack:  There were certainly a lot.  
Mr Bowles:  There were a lot more applications, but from groups that we had not really 

heard of before.  
Mr Cormack:  Just to add further confusion to this: some of these individual organisations 

are also receiving funding from other funding pools, a number of which have a number of 
years to run.  

Senator GALLAGHER:  But they might have lost their peak funding status through this?  
Mr Cormack:  That is right, yes.  
Senator GALLAGHER:  If I could get that, that would be good. Also, just in a general 

sense—I am sure you have got it in a format that is available—a list of organisations expiring 
on 30 June?  

Mr Bowles:  We can take that on notice. Again, this is the complexity of these funds. 
Some will expire and get new funding, some will expire because it has come to a natural 
conclusion and some will expire because the priorities change. It is a bit complex trying to 
come up with the specific answer to that. We will take it on notice.  

Senator GALLAGHER:  As helpful as you could be. I did go back through the last 
questions. It referred me to other pages in the budget paper and I went there and the answer 
was not there.  

Mr Bowles:  The answers are probably there. They are very, very complex issues, 
unfortunately.  

Senator GALLAGHER:  Not in the format that it was asked for. As helpful as you can 
be. Then in terms of the next changes to the flexible funds, in terms of becoming more 
outcomes focused, we will see that in the budget?  

Mr Bowles:  In May, yes.  
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Senator MOORE:  All of the peak funds that you announced at the end of last year are all 
four years?  

Mr Cormack:  Three years.  
Senator MOORE:  They are all three years. They all have secure funding for three years?  
Mr Cormack:  That is right.  
Senator MOORE:  Thank you.  
Mr Cormack:  If I can just correct my answer. It is three years and the balance of this 

financial year. So it is actually 3½ years. My apologies for that.  
Senator GALLAGHER:  You said it was over four financial years.  
Mr Cormack:  It is over four financial years.  
Senator MOORE:  So it is three full financial years and the rest of the year.  
Mr Cormack:  That is right.  

Proceedings suspended from 10:47 to 11:05  
CHAIR:  We will recommence. Senator Gallagher.  
Senator GALLAGHER:  Finally on the flexible funds, was the $23.7 million that was the 

global budget for the health peaks' funding a reduction from the funding that was provided to 
health peaks from the various funds? Is that information available?  

Ms Cosson:  I can confirm that the funding that went towards the peaks was taken from 
three other flexible funds. Existing in those funds there were secretariat type functions, and 
we had applied the save to those before we actually consolidated the funds. So a save in that 
figure has already been applied.  

Senator GALLAGHER:  Are you able to tell me what the global budget for health peaks 
was—I am not necessarily after individual peaks—which takes it to what it is now, at $23.7 
million?  

Mr Cormack:  If I could clarify, the $23.7 million is what is committed. There are still 
some uncommitted funds.  

Senator GALLAGHER:  Okay. So the global budget— 
Mr Cormack:  $31.24 million.  
Senator GALLAGHER:  Thank you.  
Mr Cormack:  So there is still some to be committed. The $23.7 million is the— 
Senator GALLAGHER:  Allocated; the ones that you have signed and sealed.  
Mr Cormack:  That is correct; yes.  
Senator GALLAGHER:  With that $31 million—that changes my question—what was it 

prior to that? I am trying to understand what savings have been made to health peak funding.  
Ms Cosson:  I might have to take that on notice because we have taken the funding from a 

range of different flexible funds to consolidate. I do not know whether we had clear line of 
sight of the total amount that was provided to peaks before we did this work. That was why it 
was important to do this body of work. I will have a look to see if we can.  
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Senator GALLAGHER:  Thank you. I have a few questions around the MYEFO 
document and the savings outlined there that build upon the savings in the budget. There is a 
line item that shows a save of $146 million over four years through the redesigning of 24 
health programs to operate more efficiently. I have not been able to find any more information 
on what those 24 programs are and how they are affected.  

Mr Bowles:  We are still working through the implications of the $146 million over the 
forward estimates, because it only came out in MYEFO. 

Senator GALLAGHER:  December, yes.  
Mr Bowles:  We are going through that process at the moment. It goes to the broad 

programs across the department—things like immunisation, community pharmacy. It is the 
things within the broad programs of the department that do not fit flexible funds. We do 
things like medical indemnity, broadly hearing services, e-health, health information, research 
capacity and quality, health infrastructure, blood and organ, and things like that. While there 
are activities happening out there in some of the portfolio agencies, there are activities that 
happen within the department around some of those as well. That is what it applies to. We are 
currently working through that for the forward estimates. We will probably be in a better 
position at the next estimates to give you a clearer picture. What I will try and do for that is to 
have a table, similar to that for the flexible funds that we gave you in answer to a question on 
notice, that gives you a bit of an understanding of how that breakup will happen.  

Senator GALLAGHER:  That would be useful. Looking at how these things are done, I 
would expect that you would know what those 24 health programs are. You would have had 
to provide something, presumably, to Treasury and you would have said, 'These are the 24'— 

Mr Bowles:  Well— 
Senator GALLAGHER:  It is very specific in the MYEFO, that is all. It does not say, 

'We're finding a save of 146 over four across.' It says 'by redesigning 24 health programs'. 
Treasury would not know that, so you must have come to them and said, 'We can redesign'— 

Mr Bowles:  I can give you the programs. What I can't give you is what the $146 million 
means to those programs at that stage.  

Senator GALLAGHER:  Okay, what you are attributing to each program?  
Mr Bowles:  Yes.  
Senator GALLAGHER:  You have not decided that?  
Mr Bowles:  No. That is the work we are doing now.  
Senator GALLAGHER:  In order to volunteer the 24 programs or to come forward with 

the 24 programs, I am sure everyone was asked to find savings. You have come forward with 
24 individual programs. You must have had an idea of what was reasonable within those 24 
programs, to actually come up with a $146 million global target.  

Mr Bowles:  We understand across the 24 programs that that equates roughly to about a 
five per cent issue across the programs. It is like what we did with the flexible funds. We then 
have a look at each of those 24. So we will not uniformly apply a percentage cut across any 
single program. If we do that we might disadvantage some of them. Then we have a good 
look at what happens.  
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'Volunteering' is an interesting word. I would have to redefine it in the dictionary to come 
up with that. That is the process that came up with the $146 million. It comes literally from 
looking at the entirety of the program. We then go away and work out how to best allocate 
that across the 24. I can give you on notice, or I can give you later on, a list of those 24 and 
what they would be. At the next estimates we could try and give you a table that shows how 
that $146 million is applied over the— 

Senator GALLAGHER:  Later, or on notice—next estimates, because you reckon those 
decisions will not be taken— 

Mr Bowles:  That is right.  
Senator GALLAGHER:  I might have further questions on that once I see the programs. 

It is hard in isolation to— 
Mr Bowles:  In essence, the 24 programs go right across the current 10 health and sport 

related programs; not the 11th, which is aged care. So it goes across all of those 10 items that 
we deal with in our current 10 outcomes structure.  

Senator GALLAGHER:  If you could provide me with that list, I might then have further 
questions which would come from that.  

Mr Bowles:  All right.  
Senator GALLAGHER:  I might wait to see the list and then I will come back to that 

issue. There is one more area that I want to touch on in whole of portfolio. It flows on from 
MYEFO—the pathology and diagnostic imaging cuts that were announced. I want to 
understand this a bit more and the history of the issue. Did the department consult with the 
pathology and diagnostic sector prior to those cuts being announced?  

Mr Bowles:  Not specifically on those cuts; no.  
Senator GALLAGHER:  But you consulted with them less specifically on— 
Mr Bowles:  We consult broadly on a range of things. But in budget related matters, as has 

been the case forever, we do not go into the specifics of those sorts of things. We provide 
information and advice to the minister. The minister, and then the government, obviously, 
make the decisions about what happens there.  

Senator GALLAGHER:  Did you do a piece of work or was some work done on pursuing 
savings in this area that informs that advice that would then go to budget cabinet?  

Mr Bowles:  Yes. We provide advice to our minister, who obviously then deals with that 
in the context of government decisions. The whole nature of budget repair is in the 
government's dialogue, if you like. We have to contribute to that, like anyone else, and we 
look at what are the things that we spend money on that probably give the least benefit in the 
overall context. We have to make some of those decisions. This issue here is not about 
changing Medicare rebates, which is in some of the media that you see on that. This is about 
the bulk-billing incentives around diagnostic imaging and pathology. 

Senator GALLAGHER:  So you would have done some work internally— 
Mr Bowles:  Internally.  
Senator GALLAGHER:  So internally, not via consultants— 
Mr Bowles:  No, internally.  
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Senator GALLAGHER:  around the incentives. And that would have shown up a flag to 
you that there is an issue with the incentives— 

Mr Bowles:  We have to constantly look at where we spend money and where we believe 
it is giving the biggest impact.  

Senator GALLAGHER:  I get that.  
Mr Bowles:  If you look at pathology, where bulk-billing rates literally moved not much 

over a period of time, even though money was there for bulk-billing incentives, we have to 
give analysis to government, and governments make decisions, as to whether that is the most 
appropriate way to spend money? Or if there is a budget imperative, is this a way to add to 
budget repair?  

Senator GALLAGHER:  So with the save that was put up, what was your understanding 
of the impact that that saving would have on bulk-billing rates?  

Mr Bowles:  I can get someone to maybe give a little bit more detail but, overarching, we 
do not believe that there will be a significant impact.  

Senator GALLAGHER:  I think I have heard you or others say that.  
Mr Bowles:  Yes.  
Senator GALLAGHER:  What informs your belief? 
Mr Bowles:  If we have a look at other issues that have been floating through the health 

system, like the rebate freezes and things like that, the view was that that would have a 
significant impact on bulk-billing rates. In fact, it hasn't. There has been no discernible change 
in bulk-billing rates. I suppose it is more about looking at the data over time: do we actually 
see things? Sometimes what you see is a dip and then recovery. That is generally what you 
see in these things. If you look at bulk-billing rates over recent history, they still slowly climb. 
They are not actually decreasing, despite some of the doom and gloom predictions on some of 
these sorts of things.  

Senator GALLAGHER:  So is that work that the department did though, to predict— 
Mr Bowles:  We constantly look at these things—I might be able to get Mr Stuart to talk in 

more detail—but recognising that this will be advice to government, as opposed to something 
that is broadly available. We have been understanding the policy implications for a long 
period of time and watching what happens in different policy tweaks, if you like, around 
different things on bulk-billing. That is why I mentioned the predictions around the freeze that 
it would drop. Well, it hasn't; it has maintained. If you look at things like pathology, even 
with the injection of incentive money, bulk-billing rates have stayed relatively the same over 
time. Mr Stuart, do you want to add anything to that?  

Mr Stuart:  I guess our understanding is that bulk-billing rates tend to be driven in a 
significant degree by work force supply and by competition. Pathology and diagnostics are 
both highly competitive sectors with good supply in the marketplace. In particular, in 
pathology the bulk-billing rates, if you don't include the in-hospital services, have been in the 
high 90 per cents for a considerable period of time. There was no discernible effect at the time 
the bulk-billing incentive was implemented. We, therefore, don't see the likelihood of any 
significant movement in the bulk-billing rate from the removal of what is actually a relatively 
minor payment in the grand scheme of things for pathology.  
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Senator GALLAGHER:  What I am trying to understand is the level, the depth of 
understanding, of the work that was done to understand all of the implications of this save as 
it went to government. I hear what you are saying. I hear what the providers are saying. I 
understand some of that background. They are saying it will have an effect; that some 
operators will potentially close. I think they have gone as far as saying that. It will certainly 
increase out-of-pocket expenses for patients. There has to be somewhere in between. I guess 
the department is saying there is going to be no impact—you just remove the $650 million 
and the world will stay the same.  

Mr Bowles:  Given that this was announced at MYEFO, we have done the work to provide 
advice to government. Government makes decisions and then private providers of this will 
make their own commercial decisions around what they do. So I do not think we can really 
come up with a definitive answer to say that we're right, they're right, we're wrong, they're 
wrong, or whatever. The issue is, if you look at other sectors where these things have been 
done, there has been no discernible difference in what has happened to bulk-billing rates. Our 
assessment and the work that we have done and the advice that we have given the minister, 
and therefore the government, is that we don't see a really significant change to bulk-billing 
rates in this space. As Mr Stuart said, with things like pathology, it is about the bulk-billing 
incentive, not the rebate amount. That is a completely different set of issues. Unfortunately, 
the two have got conflated now, and that is not what has actually happened here.  

Senator GALLAGHER:  In terms of the impact of these changes, are you expecting there 
to be a difference in regional areas compared to metropolitan areas? I think you touched on 
work force and competition before.  

Mr Stuart:  We are not expecting major differences between metro and rural. We have no 
basis for expecting such a marked difference. In rural areas, the mainstay of diagnostic 
processes is often the public hospital, as opposed to private provision for referral. They are 
traditionally highly likely to be provided free of charge to the patient.  

Mr Bowles:  If you look at out-of-hospital pathology, running at 98 per cent, it means it is 
pretty good across all sectors of the community; otherwise you would see significant 
variations in that. Even if you include in-hospital activity, it is still around 87-odd per cent.  

Senator GALLAGHER:  In terms of pathology, the diagnostic imaging industry has 
voiced their concerns post this announcement. Has the department met with them to 
understand the issues they have concerns about?  

Mr Stuart:  Yes, we have, and we are doing so. I have had a couple of discussions already 
and a couple more in the diary.  

Mr Bowles:  As have I; I have some in the diary as well.  
Senator GALLAGHER:  So you are actively engaging on the issues they are raising 

around potential closures, out-of-pocket expenses for patients—those issues?  
Mr Stuart:  Yes, we are in discussion with them.  
Senator GALLAGHER:  Does it link in any way to the MBS review? Are they linking?  
Mr Stuart:  The organisations are raising that issue but we think that that is misunderstood 

or mistaken.  
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Mr Bowles:  There are two separate issues here. One is around bulk-billing incentives. We 
will look at the broader issues of MBS items. That is up and down. That is not always a 
downward trajectory. I think both pathology and diagnostic imaging groups and clinicians 
more broadly are actively engaged in the MBS review process. Professor Robinson is actively 
talking with all of those groups all of the time. They are separate tracks. It is like a lot of these 
things—some things might be underdone from a rebate perspective, but there are things that 
are probably overdone from a rebate perspective. That is a separate process.  

Senator GALLAGHER:  I understand. It has come up in another inquiry—about the 
adequacy of the rebates to begin with— 

Mr Bowles:  That is right, and that is getting dealt with now.  
Senator GALLAGHER:  and the viability of the providers going forward.  
Mr Bowles:  The adequacy of rebates is in relation to certain things—not in all things 

diagnostic and all things pathology. Some are overdone as well. So there is all that sort of 
stuff that goes in. These two industries are very heavily reliant on technology and, as 
technologies change things become faster, and therefore sometimes cheaper, but sometimes 
more expensive.  

Senator GALLAGHER:  Potentially cheaper, yes.  
Mr Bowles:  Potentially. All of that plays out. We have seen that in a range of fields that 

are highly dependent on technology at the moment. The more quickly you can do some of 
these things, the cheaper it becomes or the more throughput you get, which means the more 
revenue, and things like that.  

Senator GALLAGHER:  Understood. In terms of the meetings that you have had with the 
industry, what feedback are they providing you with?  

Mr Stuart:  The feedback I am getting is probably consistent with what they are saying in 
the public arena. We are pointing out why we have significant reason to doubt that the things 
they are saying will come to pass. One of the very difficult issues that always confronts 
government departments in these circumstances is divining the line between what people say 
in terms of the private interest versus the public interest.  

Senator MOORE:  A very dangerous track to go down—that argument.  
Mr Stuart:  I think that is one of the things we always need to do. The interesting 

construction of the MBS is that essentially we use the MBS to underpin affordability for the 
consumer through a flow of funding to providers who are in the end at liberty to set their own 
fees. Too high and there are inflationary impacts, too low and there are other impacts. We 
don't have direct insight into the businesses and business models of these organisations. The 
issue, as the Secretary outlined, is that the minister is in a process of constantly looking for 
where beneficial new investment can be made, but also where there is lower value investment 
with less bang for the buck that needs to be brought forward.  

Senator GALLAGHER:  Changes to the incentives have to be tabled; is that right?  
Mr Bowles:  That is correct.  
Senator GALLAGHER:  Have they been tabled?  
Mr Bowles:  No.  
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Senator GALLAGHER:  When will they be tabled?  
Mr Stuart:  We are in a discussion with the minister's office about the options for putting 

forward the required regulations. We are just working through that at the moment. This is 
both for pathology and for diagnostic imaging. This is an issue that needs to come forward 
through disallowable instruments. So we are in discussion about the options for that at the 
moment.  

Senator GALLAGHER:  The options for timing?  
Mr Stuart:  Yes.  
Senator GALLAGHER:  Or the options about how you proceed with a disallowable 

instrument?  
Mr Bowles:  That is not our call; that is the minister's call.  
Senator GALLAGHER:  No, I wouldn't have thought so. Around timing.  
Mr Bowles:  Timing.  
Senator GALLAGHER:  The changes are due to take effect from 1 July; is that right?  
Mr Bowles:  Yes; that is right.  
Senator GALLAGHER:  It would need to sit before the parliament for a certain amount 

of time?  
Mr Bowles:  That is right.  
Senator GALLAGHER:  One would imagine it has to be relatively soon. 
Mr Bowles:  Again, that is a decision for the minister.  
Senator GALLAGHER:  A decision for the minister—okay. Presumably it is going to 

have some impacts. Even though the changes have been foreshadowed, there will be some 
changes that providers have to adopt by that time as well; is that right? They won't have seen 
the detail.  

Mr Bowles:  They would have seen the detail in the context that it is removing the bulk-
billing incentive. So they will understand what that means. I am sure they will be doing their 
own economic and business modelling.  

Senator GALLAGHER:  I am trying to work out the amount of time the providers will 
have to adopt the changes that proceed through the parliament, presuming that they do.  

Mr Bowles:  This is a payment direct to a provider. It doesn't go via a patient or anything 
like that. It is for bulk-billing. It is an incentive structure, not to do with a payment structure 
per se.  

Mr Stuart:  There have not been any issues of that nature raised with me. My 
understanding is that this is a payment that is being made that would simply cease being 
made. There is not a claim involved specifically or the need for software changes on behalf of 
the industry. 

Senator GALLAGHER:  So you would not be aware of any costs that would be required 
to administer the changes by the industry providers other than the loss of the money?  

Mr Stuart:  Not to implement the change in itself, no.  
Senator GALLAGHER:  To administer the changes, yes.  
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Mr Stuart:  That is right.  
Senator GALLAGHER:  I think I have seen the claim that the potential is for pathologists 

not to bulk-bill for a pap test. What do you say to that? Would that result in women having to 
pay the full cost up front?  

Mr Bowles:  That will be a decision individual companies, I suppose, will make. Let us be 
clear. The tests are done and then the pathologists do their work. What we are talking about 
here is taking away the incentive for bulk-billing. We are not changing the rebate for pap tests 
in this specific case. If there is a broader issue around whether the rebate is appropriate for 
that, that is an issue in the medical benefits review process that we will look at in the context 
of the work that we will do in that particular space. This is one of the ones that have been 
characterised as the rebate having been changed. It has not. It is the bulk-billing incentive to 
do that. 

Senator GALLAGHER:  To bulk-bill? 
Mr Bowles:  To bulk-bill. If a provider decides to not bulk-bill, yes, of course there is a 

cost to an individual patient. But then what is the driver for some of those business decisions 
is something that is beyond our control, but I do not know specifically what the incentive is. 
We are talking about it being in the $1 to $3-type mark. We are not talking about dramatic 
shifts in the actual rebate itself.  

The broader question might be in that context: is the rebate appropriate? That is not up for 
us at the moment. That is something that the NBS review will have a look at at some stage.  

Senator GALLAGHER:  What is the Medicare rebate for a pap test now? Do you know?  
Ms Jolly:  Currently the Medicare rebate for a sitology item for pap smear is the NBS fee, 

which is $19.45. There is also a patient episode initiation amount which goes to the collection 
of the specimen, and that is $8.20.  

Senator GALLAGHER:  Has the department tried to understand if pathologists did not 
bulk-bill what the out-of-pocket cost would be for a patient?  

Mr Bowles:  I think it will depend on the business model of the pathologist potentially if 
the rebates are around that $19 and $8. Let us not forget that tests can still be done by the 
doctor under Medicare, under the normal process. This is only the testing of the activity, if 
you like. It depends on the business model, I think. I stand to be corrected, but it will be 
dependent on the business model of the pathology group around how they deal with the 
particular testing in these particular cases. If there is a view that the $19 and the $8 and all 
that stuff is not appropriate, as I said, that will come up later. The issue at stake here is the 
amount that is currently paid as an incentive directly to pathologists to bulk-bill in that 
component of a pap smear test.  

Senator GALLAGHER:  I think I got all that.  
Mr Bowles:  It is complex because you have got your doctor bit which happens through 

Medicare still, you have the pathology bit which is subject to bulk-billing in the majority of 
the cases now, definitely in the majority of cases. If you are looking at in and out of hospital, 
you are talking 87½ per cent. If you are talking about out of hospital, you are talking about 98 
per cent of the time. If in fact there were decisions by pathologists to change that, we could 
not determine what price they might put on that because that would depend on their business 
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model through poor return and a range of other decisions that they would have to make if they 
wanted to do that. But again, we are talking about the incentive. Again, I do not know the 
specific incentive payment for these things which goes directly to a pathologist, but it is in 
that $1 to $3 range.  

Senator GALLAGHER:  It might be useful for the committee to understand what the 
incentive is. 

Mr Bowles:  We will see if we can find out.  
Senator GALLAGHER:  I guess ultimately at the end of the day what we do not want is a 

situation where women, through this change, through this savings, are discouraged from 
undertaking this test because of the importance of it. 

Mr Bowles:  Absolutely.  
Senator GALLAGHER:  You already have issues with the human papillomavirus 

immunisation program that is changing people's belief about the importance of this test. That 
is the issue for us. If this means that women are going to have greater out-of-pocket expenses 
and are actually discouraged from proceeding with it, then that is not the outcome that I 
would imagine the health department wants.  

Mr Bowles:  No. That is exactly right. That is exactly why we have the NBS reviews 
looking at the broader issues. That is why we are only looking here specifically at the bulk-
billing incentives, because the rates have not changed in this particular context in any 
discernible way over a long period of time, even with the significant amounts of money that 
go into incentives across this sector.  

The government also introduced different testing arrangements into the NBS. I think that 
was last year. The human papillomavirus test went from— 

Ms Jolly:  The immunisation arrangements.  
Mr Bowles:  Yes, the new testing arrangements. Sorry. The new testing arrangements do 

not come in until 2017. But that also takes it out from two years to five years. Over time all 
these things are changing.  

Senator GALLAGHER:  Women all over the country will be happy with that, don't 
worry.  

Mr Bowles:  I am sure.  
Senator GALLAGHER:  I think there has been a suggestion from the Australian 

Diagnostic Imaging Association that the rules be changed to allow patients to pay only the 
gap up front. Have you been talking, through the meetings and through the options, about 
going to the minister to consider that?  

Mr Stuart:  I have had a discussion with ADIA about that particular issue. The consumers 
tend to not favour that, perhaps ironically. On the one hand if you were to implement such— 

Senator GALLAGHER:  The consumers, did you say?  
Mr Stuart:  Yes.  
Senator GALLAGHER:  So through the Consumers Health Forum? 
Mr Stuart:  Yes.  
Senator GALLAGHER:  Or through the peaks?  
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Mr Stuart:  Yes; perhaps ironically. On the one hand there is an opportunity for people to 
pay only the gap and walk away with no more to pay. That would seem to be potentially 
beneficial. On the other hand, there is a feeling that allowing such a process to occur removes 
the incentive towards bulk-billing, which is a simpler financial transaction for the company. 
And it would potentially be inflationary in terms of the amount being charged to patients. Just 
to give you an example, if I go to my GP in Canberra I pay about $75, of which about half is 
the rebate and about half is an out-of-pocket cost. If we allow direct billing with a co-payment 
I might be charged $45 by the doctor with the same rebate. I feel as though I am better off but 
in fact I am an extra $10 out of pocket. 

So the consumer arguments become quite interesting around this issue between the 
convenience of leaving the surgery with no more to pay versus the potential inflationary 
impact of such a measure. That discussion has gone round and round for a number of years 
without really finding a clear resolution.  

Senator GALLAGHER:  I am finally going back to the disallowable instrument. You 
would need to have it in parliament. How many days can it sit in the parliament?  

Mr Stuart:  Fifteen days.  
Senator GALLAGHER:  Fifteen sitting days; that is three, four sitting weeks.  
Mr Bowles:  Potentially, yes.  
Senator GALLAGHER:  My guess is that you are running out of time for that, aren't you? 

I just cannot see how, necessarily, you can make that timetable unless, I guess, you bring it on 
for debate.  

Mr Bowles:  Again, that is a matter for government. We will provide advice around those 
sorts of things but ultimately government and the minister are responsible in that particular 
domain.  

Senator GALLAGHER:  But from your point of view the work is done, the disallowable 
instrument is ready to go?  

Mr Bowles:  We are talking through all of the options now with the minister's office and 
we are ready to put that in.  

Senator GALLAGHER:  But what are the options?  
Mr Bowles:  It is a regulation, isn't it, and it has to go in as a regulation which is 

disallowable. Therefore it has to sit there. And it is about the schedule of items around this 
bulk-billing.  

Senator GALLAGHER:  What is in and what is out is being discussed?  
Mr Bowles:  No. It is the bulk-billing incentive that is out. But you have to make the 

schedule of all of those items. That is the issue. We then send that into parliament and there is 
15 days for disallowance from that moment on.  

Senator GALLAGHER:  All right.  
CHAIR:  Have we exhausted questions for whole of government?  
Senator GALLAGHER:  If there is no-one else, I had a couple on that final matter of the 

Medicare task force.  
CHAIR:  Senator Gallagher.  
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Senator GALLAGHER:  Mr Bowles, I think you said that when you were looking at the 
duration of the task force you thought it would be in the order, in a general sense, of around a 
two-year activity.  

Mr Bowles:  That is correct.  
Senator GALLAGHER:  I note that all of the media reports—and I know you do not 

always believe what you read in the media—are indicating that this is proceeding for the 
budget this year. I am just wondering how you reconcile that with the two-year timetable.  

Mr Bowles:  I am not aware of what is in the media. But some things will go to budget this 
year probably and some things will go to budget next year.  

Senator GALLAGHER:  From the task force?  
Mr Bowles:  From the task force. The task force is doing things in tranches. They have 

provided their report to the minister. She will consider that. We will take some things forward 
to budget but they are onto this. I think they have already started their second tranche, haven't 
they, or are just about to?  

Mr Stuart:  Yes.  
Mr Bowles:  Just about to.  
Senator GALLAGHER:  The second tranche? 
Mr Stuart:  Appointing clinical committees now.  
Senator GALLAGHER:  Sorry?  
Mr Bowles:  They are appointing their clinical committees now for the second tranche of 

activities. There will be a third tranche at a future point. But we are looking at this going into 
next year as well.  

Senator GALLAGHER:  I have not heard about the tranches, that is all. What are the 
tranches of work? What we were told earlier was that there is not a terms of reference, the 
scope of work is to be determined but staff are coming on board. Are we talking about 
different task forces?  

Mr Bowles:  Yes.  
Senator GALLAGHER:  Sorry, I had finished on those things.  
Mr Bowles:  Let me recalibrate. I thought you were talking about the MBS task force.  
Senator GALLAGHER:  No.  
Mr Bowles:  Sorry.  
Senator GALLAGHER:  I had moved. I had finished that and I had moved on without 

advising you, it appears.  
Mr Bowles:  Can you ask that question again? Sorry.  
Senator GALLAGHER:  The media report talks about this proceeding to the budget this 

year. I am wondering how that aligns with your view about a two-year activity. 
Mr Bowles:  I am not going to go along with anything the media says about what may be 

in or out of the budget, to start with. But we will look at the activities that we need to 
undertake in the task force. We think it is probably around that two-year time frame. We will 
make further determinations once we have got the consultants on board and built the 
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governance and business plans around that. I think the media referenced that they put money 
in the budget for some trials or something like that. I cannot remember exactly what it says. 

Senator GALLAGHER:  There is a proof of— 
Mr Bowles:  Proof of concept or something or other?  
Senator GALLAGHER:  Yes. It confirms that there is a proof of concept to be trialled for 

next year.  
Mr Bowles:  I am not going to go into confirming or denying what might or might not be 

in any budget at any point of time. What I am saying to you is that we have internally funded 
the task force to do this activity around the payments system. Despite what you read in the 
media about the outsourcing of Medicare and that I am telling porkies about all sorts of 
things, we are looking quite specifically at the contestability around the payment systems for 
Medicare and aged care only. It is not anything to do with the broader issues of Medicare. 
And as is normal process, you would not talk about what is in next year's budget or in the 
May budget, basically. 

Senator GALLAGHER:  I am just trying to get an understanding really of how 
progressed the work is. From the evidence this morning it would appear that, from the task 
force's point of view, it is early days. 

Mr Bowles:  Very early days. 
Senator GALLAGHER:  And that proceeding for a budget timetable would seem like a 

very large task for a staff of 20. 
Mr Bowles:  Yes. I think you could take it from me that, while I will not confirm what is 

in or out of a budget, we will not be starting this in May this year to outsource anything. We 
have to do the work. We have not done the work and no decision has been made by 
government as to which way we might go in this particular space. While there might be 
something in the budget that relates to proof of concepts, I do not know; we have not really 
got that far. Even if we do want to do proof of concepts, we may look at that in a completely 
different way. We have not made those decisions. We have not even got there. We are in the 
very early days, and you will not see a new provider starting after the budget this year. 

Senator GALLAGHER:  Is there a proof of concept? 
Mr Bowles:  Again, we are in the early days. We will look to a whole range of things. In 

the normal course of events, you would probably look at a proof of concept. We do not know 
yet. We want to actually do some more work on that. That is why we have gone to the market. 

Senator GALLAGHER:  So you will not deny or confirm the existence of a proof of 
concept; is that where we have got to? 

Mr Bowles:  That is pretty much it. Again, if we want to be  truly innovative in our 
thinking about the future, given all of the technology changes that are going on out there, we 
should not be in this situation of ruling in or ruling out, because that will just stifle our ability 
to do that. What we are about is trying to come up with what is the best way, from a 
convenience and cost perspective, for the Australian community more broadly around our 
payment systems. That is really what we are on about. 

Senator GALLAGHER:  Can you identify how many staff are in scope of this work? 
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Mr Bowles:  No, not at this point. It is far too early and, again, that will be a conversation 
over a longer period of time, both with me and the secretary of Human Services. 

Senator GALLAGHER:  In terms of the decision point to proceed with this work—I 
think you confirmed earlier that it is a decision of the executive to proceed with the work—
you referenced, I think, inefficiencies and frustration with the current system. Has there been 
an evaluation done of the current system to identify the failings or the shortcomings or the 
projected, I guess, future proofing of the current system? 

Mr Bowles:  I think I referenced the inefficiencies and the complexity and age of the 
system and the need for us to actually look at what the future might hold. If you want to talk 
anything about the specifics of the current system, that is probably a question best asked of 
the secretary of Human Services because she knows intimately the details of this system. If 
we go again to what is the specific name of this, there is not really a specific name. We are 
talking about Medicare payments and aged-care payments. The number of Human Services 
systems that come together to do all of these things is astronomical. I referenced a systems 
diagram that would probably fit in this bit in the middle here; it is literally multiple systems 
talking to each other, multiple facets of Human Services activities that go into what I describe 
as Medicare and aged-care payment systems. It is that sort of thing that we are looking at. It is 
a 30-year-old system that has built up piecemeal, I suppose, over time, depending on different 
things, and it is becoming very difficult to make policy tweaks nowadays because of the age 
of the system and the architecture it is on because it is old and cumbersome. We have all of 
these new things that are happening in payments today that we need to contemplate in how we 
take this forward. 

Senator GALLAGHER:  Again, from experience, I would say that if a department came 
to a minister you would have to identify what the problem was. To identify what the problem 
was you would have to have gone through a piece of work that says, 'This is the problem we 
are trying to solve by embarking on this agenda.' 

Mr Bowles:  Yes. 
Senator GALLAGHER:  If that is the case, what did that say and is that information 

available? 
Mr Bowles:  That is a question best asked of Human Services because they are the ones 

who are actually responsible for the current system. I am not trying to be evasive, but it is not 
under my control, if you like. 

Senator GALLAGHER:  So the Department of Human Services was actually the one that 
would brief the executive on the work that needed to be done. Then it has been Health; this is 
your component of the work. 

Mr Bowles:  Effectively that is how it works. We are working together. I personally have 
had a number of meetings and conversations with the secretary of Human Services. We are 
aligned on our view about what actually needs to happen here: that it is an old system and it 
does need revamping. What is the best way to revamp this going forward? Is it the piece of 
work that we are now doing? While I have the policy coverage in Health, I will be working 
very closely with Human Services on this and, as I think Mr Cahill mentioned earlier, once 
we get into the nitty-gritty of understanding some of these things, we will have people from 
Human Services and Veterans' Affairs who are also engaged in payments. 
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Senator GALLAGHER:  But is this a problem that Health identified and have briefed 
their minister about the problem, or has it been captured in work that has been done in Human 
Services for which Health now have a role? 

Mr Bowles:  It is probably a mix of all things, but ultimately it is Human Services who 
have an issue. Ultimately they will have to replace their payment systems at some stage. 
Therefore, they talk to us and we both brief our ministers about different parts of this issue. 
But what we are now doing is coming together to say, 'This is what we want to look at or a 
way we want to look at this to get an outcome into the longer term.' 

Senator GALLAGHER:  But it was not Health's idea to pursue it? 
Mr Bowles:  Again, I would not say it was our idea or their idea. I think it is our collective 

idea that we need to look at this in this way. As I have said, the secretary of Human Services 
and I are pretty aligned on our view on this. 

Senator GALLAGHER:  In terms of, again, patient feedback, people who use the 
Medicare payments system, I think you alluded earlier to frustration from all feedback. What 
is the source of that? Is there a survey that you do, or is that a Human Services issue as well? 

Mr Bowles:  It mainly will be that Human Services have more detail, but it is not only— 
Senator GALLAGHER:  What about the doctors? 
Mr Bowles:  Yes. I was going to say that it is not patients who are the main users; it is 

actually the doctors. Again, Human Services is probably a good one to ask on that because 
they are the ones with the staff and they are the ones with the interactions. 

Senator GALLAGHER:  Through the customer satisfaction— 
Mr Bowles:  That is right. 
Senator GALLAGHER:  You do not do any customer satisfaction? 
Mr Bowles:  Not specifically on that, no. 
Senator GALLAGHER:  So you would not have any document— 
Mr Bowles:  No. 
Senator GALLAGHER:  or survey that says anything? 
Mr Bowles:  None that I am aware of. 
Senator GALLAGHER:  What about the AMA? Have they been included in the loop on 

this through the task force's work, considering that they would be key stakeholders? 
Mr Bowles:  Ultimately they will, but we have to actually start the work before we bring 

them into it. 
Senator GALLAGHER:  So they have not been briefed on it? 
Mr Bowles:  Not on the specifics, as far as I am aware. 
Senator GALLAGHER:  Thank you. 
CHAIR:  Senator Brown, do you have questions in this area? 
Senator CAROL BROWN:  Yes; I hope they are in this area. 
CHAIR:  Go for it, Senator Brown. 
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Senator CAROL BROWN:  Thank you. I just wanted to follow up on a question from 
Senator Gallagher about the regulations that have to be introduced into the Senate. I am not 
quite clear on what the rules are surrounding the placing of disallowance instruments in the 
Senate. Is it possible that we could come to 1 July and the regulations have not been 
introduced and the system proceeds, or do we actually have to have the regulations in the 
Senate? 

Mr Stuart:  My understanding—I stand to be corrected—is that they must be in the Senate 
before 1 July. 

Senator CAROL BROWN:  But that does not necessarily have to be the whole 15 sitting 
days before. 

Mr Stuart:  That is technically correct. 
Senator CAROL BROWN:  So they could be in the last sitting days, which would be 

somewhere in May. 
Mr Bowles:  I think you probably should ask the Senate for the specifics of that because 

we are not experts in that space; but I think you are right where you are. 
Senator CAROL BROWN:  You could actually put them in on the last sitting day and we 

would go over into August and they would still be sitting there and the new regime would be 
operating. 

Mr Bowles:  Maybe that is technically correct, but I think that is a huge assumption that 
anyone would even try to do that. 

Senator CAROL BROWN:  I am asking about the guidelines; I am not asking whether 
that is what you are going to do, because you have indicated that that is not an issue for you. 

Mr Bowles:  No, we are not trying to do that. 
Senator CAROL BROWN:  But that is correct. 
Mr Bowles:  Again, I do not want to confirm that because I am not an expert in how the 

Senate operates. 
Senator CAROL BROWN:  There have been a lot of health regulations put in the Senate. 

I am sure Mr Stuart would know. The answer— 
Mr Bowles:  I do not think he is an expert either, to be honest. 
Mr Stuart:  No, we are not an expert, but we do advise on issues and dates and, yes, my 

understanding is that that is technically correct. 
Senator GALLAGHER:  I am sure that a House of Representatives minister would not be 

an expert on Senate procedure, Chair, but that is not a reflection on ministers. I am sure that 
the minister would know the answer to that. 

Senator Nash:  Not on that particular process. Senator Brown, you know as well as I do 
that some of these processes are very complicated. 

Senator CAROL BROWN:  Anyway, we have got the answer. The answer is yes. 
Mr Bowles:  The only caveat I would put on that is that you should confirm that with the 

Clerk of the Senate because they are the true experts as opposed to us. We can give you our 
view on what we think that is, which we have. But if you want to be absolutely sure, confirm 
that with the Clerk of the Senate. 
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Senator CAROL BROWN:  I have some questions about government responses— 
CHAIR:  Government responses? Yes, this would be the place. 
Senator CAROL BROWN:  to a community affairs committee report. Can I ask those 

here? 
CHAIR:  I think that would probably be appropriate. 
Senator CAROL BROWN:  They are pretty quick. 
Senator SIEWERT:  In that case, I have some too. 
CHAIR:  Just before you proceed, Senator Brown, I would point out to senators that we 

are a fair way over the allocated time—in fact, about an hour or more—but proceed. 
Senator CAROL BROWN:  I want to know where we are at with the government 

responses into the out-of-pocket costs in Australia in relation to the speech pathology 
community affairs report. 

Mr Bowles:  I do not know specifically. I might have to take that on notice, unless 
someone is jumping up immediately to answer that. 

Senator CAROL BROWN:  It is a question that has been asked reasonably regularly in 
this estimates committee. 

Mr Bowles:  Are you saying that we answered it in the last estimates? 
Senator CAROL BROWN:  The minister at the table did say 'shortly' about a year ago. I 

do not want to really put her on the spot again, but I would like to know in terms of speech 
pathology. 

Senator Nash:  My understanding is that it is still under consideration, but I will take that 
on notice for you. 

Senator CAROL BROWN:  Has the department put a response together? Let us talk 
about speech pathology. 

Dr Southern:  Yes, the department has pulled together a draft whole-of-government 
response to the report. 

Senator CAROL BROWN:  To the speech pathology report? 
Dr Southern:  Yes. This is the Senate inquiry into the prevalence of different types of 

speech and language communication disorders and speech pathology services—just to make 
sure that I am at the right one? 

Senator CAROL BROWN:  You are absolutely correct. 
Dr Southern:  Thank you. 
Senator CAROL BROWN:  That was 2014. When was that draft response put together? 
Dr Southern:  I do not have the specific date here. We would have started working on it as 

soon as the report was tabled. My understanding is that a number of recommendations of the 
report actually address issues which are most appropriately dealt with at the state and territory 
level, so there has been correspondence and consultation with our state and territory 
colleagues. Indeed, the minister has written to the relevant state and territory health ministers 
and other government portfolio ministers who have responsibilities in this area as well. So it 
is one that covers different levels of government but also different government departments. 
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We have sought those responses and I think a couple of those are still outstanding from the 
states and territories. 

Senator CAROL BROWN:  So you are saying that the draft responses are not finalised? 
Dr Southern:  That is correct, yes. 
Senator CAROL BROWN:  In answer to a question on notice back in June, there was an 

indication that they are currently being considered by government. 
Dr Southern:  That is correct. We have been engaging with the minister's offices about the 

response briefing on the need to consult with state and territory colleagues and developing 
that correspondence. Now we are awaiting responses from some of the jurisdictions so that 
we can finalise it. 

Senator CAROL BROWN:  In terms of the speech pathology report, how many drafts 
have you put together? 

Dr Southern:  I would have to take that on notice. The process would be iterative as we 
are getting responses and developing the particular responses to the recommendations. But 
that would be an iterative process as we are receiving the feedback from the parties that we 
have been consulting with. 

Senator CAROL BROWN:  When did you start the process in regard to getting 
feedback? 

Dr Southern:  Within government, I believe it would have started very shortly after we 
had received the report, when it was tabled. As I say, that process has been iterative since 
then. 

Senator CAROL BROWN:  Have the draft responses been to the minister? 
Dr Southern:  In the context of preparing the correspondence for the minister to send to 

other portfolio ministers at the Commonwealth level and state and territory health ministers, 
the proposed draft responses to date, I believe, were provided as part of that briefing. I would 
have to double-check that. 

Senator CAROL BROWN:  Those proposed responses have gone through a number of 
redrafts; is that what you are saying? 

Dr Southern:  Yes. That would be the normal process within government in preparing a 
response to a Senate committee report. 

Senator CAROL BROWN:  Are those redrafts based on your consultations with other 
states and territories or with the minister's office? 

Dr Southern:  We have had some responses from some of the states and territories and we 
have had officials' level consultation with portfolio colleagues where the recommendations go 
to their responsibilities. Talking about it in terms of the number of drafts you go through, I 
would describe it more as a kind of iterative process as you develop up the proposed response. 
At a point in time, there will be a draft, but that will change as we get feedback. 

Senator CAROL BROWN:  I am more interested in whether the redrafts have been on 
direction from the minister's office. Since we had some belief that the speech pathology 
response would occur shortly, and it has now been nearly 12 months since that response that 
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we received, could you please provide us, on notice, with a list of who you have been 
consulting with in terms of the government's response? 

Dr Southern:  Certainly. 
Senator CAROL BROWN:  There are the same questions regarding Out-of-pocket costs 

as well. 
Dr Southern:  I am not familiar with that particular report. 
Senator CAROL BROWN:  Out-of-pocket costs in Australian healthcare, presented on 

22 August 2014. 
Mr Bowles:  We can take that on notice as well. 
Senator MOORE:  We know that a number of recommendations needed a whole-of-

government response, because that was the way it worked. You said you had received 
responses from some of the jurisdictions. Is it possible to know from whom you have not 
received a response? Who has not answered? 

Dr Southern:  I would have to take that on notice. I do not have those details here. 
Senator MOORE:  But we can get that information. In the response that you have already 

agreed to give, you can give us that detail? 
Dr Southern:  Yes. 
Senator SIEWERT:  Firstly, do you give them a deadline or a time line in which to 

respond? Secondly, in the past I seem to recall that you have published responses that do not 
have all the state responses included. Are you setting a deadline by which you are just going 
to publish and then you can virtually name and shame those jurisdictions that have not 
responded? There is a hell of a lot of work that goes into those committee reports, both from 
ourselves and, most importantly, from the community, the witnesses and people who care 
very much about this issue. They are literally hanging out for the government's response. 

Dr Southern:  I do not have the correspondence in front of me. It certainly would have 
indicated a time frame within which we were looking for responses. The normal practice 
would be that if, come that deadline, we had not received all the responses, the department 
would be engaging with our counterparts to try and speed up a response, where we are still 
looking for it, and that is underway at the moment. 

Senator SIEWERT:  Surely, the deadline that you gave them would not have been 
virtually 18 months, which is where we are at now? 

Dr Southern:  No, I suspect not. As I say, I do not have the correspondence in front of me. 
Senator CAROL BROWN:  Can we add to the list that we are inquiring about? You can 

come back with information on all three of them. The other one that we are interested in is the 
Care and management of younger and older Australians living with dementia and 
behavioural and psychiatric symptoms of dementia, tabled on 26  March 2014. 

Mr Bowles:  We will take it on notice. 
Senator CAROL BROWN:  I would like answers to the questions that we have been 

asking about, too—across all three. 
Mr Bowles:  Yes. 
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Senator CAROL BROWN:  I have a question about Medicare service centres closing; is 
that in this area? 

Mr Bowles:  Human Services. 
Senator CAROL BROWN:  Okay. So the decision about closing Medicare offices is 

entirely up to Human Services? 
Mr Bowles:  Human Services. Thankfully, I do not have to deal with that one. 
CHAIR:  That is all the questions we have on whole of portfolio. 

Australian Institute of Health and Welfare 
[12:07] 

Senator MOORE:  I have a couple of questions about AIHW and reports that have been 
produced, and also a clarification around where AIHW fits on the range of committees—not 
all of the committees. I will not go through all of them, but there are a couple that cross over 
with other areas of interest. Your last annual report clarified the situation that income had 
been reduced on two levels, both from clients and from the standard government input. There 
was a graph which I found very useful. In terms of the process it said that the revenue split in 
2014-15 was appropriation 31.5 per cent and client 66.4 per cent. Is that the ongoing trend? 

Mr Kettle:  The appropriation share of our revenue has been at around the 30 per cent 
mark for some time and we are predicting that it will be the same for this financial year. 

Senator MOORE:  And the clients in that time were 66.4 per cent? 
Mr Kettle:  Yes. That has been approximately the same for several years. 
Senator MOORE:  There was a graph that showed the historical process, which again puts 

it into context. How far ahead does the current ongoing grant from the government go and 
how much is it? 

Mr Kettle:  As a result of the mid-year economic and fiscal outlook, our appropriation will 
increase next year because some money is being transferred to the AIHW from the National 
Health Performance Authority. That will increase our appropriation next year by 
approximately $11 million, and that will be ongoing. 

Senator MOORE:  And the only increase is the transfer of funding from the previous 
organisation? 

Mr Kettle:  That is the only adjustment, yes. 
Senator MOORE:  Your current funding into the out years: how far ahead does it go? 
Mr Kettle:  In the budget papers, it goes out four years of the forward estimates. Our 

current appropriation is ongoing beyond that. 
Senator MOORE:  That will stay at what level? 
Mr Kettle:  It will stay at approximately the same level, subject to efficiency dividends 

and— 
Senator MOORE:  How much is that? 
Mr Kettle:  With the extra money that is coming in, it will be approximately $26 million 

to $27 million a year. 
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Senator MOORE:  In terms of the graph that was in the annual report, it is at just about 
the same level since around 2010-11—that seemed to be the way the graph read—and now, in 
next year's annual report, there will just be that increase with the change of process. In terms 
of staffing, in the annual report there had been a slight decrease in staffing from previous 
years. Was that because of the efficiency dividend? Was that one element of the cause? I am 
sure there are a whole lot of things in terms of your discussion, but the efficiency dividend 
had some role to play in that. 

Mr Kettle:  As you have mentioned, we have a range of funding. It would be fair to say 
that our staff numbers are affected both by the efficiency dividend and by the amount of 
external revenue that we receive. 

Senator MOORE:  Can you tell me the efficiency dividend cost for your agency?  
Mr Kettle:  It varies from year to year. It is the same as for all the other departments. 
Senator MOORE:  I am looking for the quantum for your organisation. You are a 

relatively small organisation. The impact of the efficiency dividend on percentage goes across 
everybody, but I am looking at the particular impact on your agency. 

Mr Kettle:  Last year I believe it was around $300,000. 
Senator MOORE:  In terms of two of your recent publications, one was on domestic 

violence and homelessness, which I know are Senator Gallagher's areas, and they would be 
under the families' one. One of the other areas is that you are linked with a committee that 
does work on adoption. Can you tell me what the role of AIHW is in the field of adoption? 

Mr Kettle:  I may have to take that on notice or perhaps my colleague can answer it. 
Ms Hargreaves:  We collate national statistics on adoptions and work with states and 

territories to collate that information and report it on an annual basis. 
Senator MOORE:  I am interested in interdepartmental work in terms of the issue around 

adoptions, in that necessarily DSS has the major responsibility and, for international ones, 
they have come from Attorney-General's to DSS. I want to see whether there is an 
interdepartmental group on which AIHW works with other areas on the issue of adoption. 

Ms Hargreaves:  We will have to take that on notice. 
Senator MOORE:  That will be fine. 
Senator SIEWERT:  Do you look at permanent care, where there are orders for 

permanent care, rather than adoption, through to 18? Do you include that in that work? 
Ms Hargreaves:  I will take that on notice as well. 
Senator MOORE:  In some earlier reports, you look at the whole area of out-of-home 

care. Community affairs has a long history of working in this space; you see where AIHW 
fits. Can you clarify something for me? With the funding element, the ongoing funding is 
from the government in terms of collecting data and different focus areas, particularly around 
the committees. When you have income from clients, do those clients include other areas of 
government? Is DSS a paying client; is Human Services a paying client? 

Mr Kettle:  That is correct. The great majority of that other income comes from 
government, both Commonwealth and state and territory governments. 
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Senator MOORE:  Can we get a list of the clients from last year; is that possible? The 
annual report pages that I was looking at did not show that. I am asking about that area of 
domestic violence and family violence support, who funded that one, and also particularly 
regarding the interest around adoptions and out-of-home care. 

Mr Kettle:  We can provide details of funding for those projects and a breakdown of our 
client funding by client for the last financial year. We can do that on notice. 

Senator MOORE:  That would be good. I am sure that I should have been able to find 
this, but I want to know what your regular ongoing publications are, because a range of very 
useful documents come out from the organisation. From my understanding, there are two or 
three things that you do all the time that are a regular publication process. I compare your 
work to AIFS, which is working in the same space. What are the core documents that AIHW 
produce annually, and is that out of the ongoing expectation of funding? Is that one of the 
reasons that you get core funding year in and year out? 

Mr Kettle:  We can certainly produce that. 
Senator MOORE:  Thank you very much. Thank you, Chair. 
Senator CAROL BROWN:  There was an article in today's Canberra Times about a 

report—which I do not think has actually been released—about child protection and youth 
justice. 

Mr Kettle:  I am not sure whether that has been released yet or not. 
Senator CAROL BROWN:  I do not think it has been released yet; I want to know when 

we can expect it to be released. 
Mr Kettle:  I will find that out for you. 
Senator CAROL BROWN:  Okay. 
Senator MOORE:  But it is yours. 
Mr Kettle:  Yes, it is definitely ours. 
Senator CAROL BROWN:  Yes, that is what it says here. I will ask this question and you 

can answer it for me now or give it to me later; that is fine. Which datasets does this research 
utilise? 

Ms Hargreaves:  Both the child protection work and the youth justice work that we do are 
collations of datasets from state and territory service providers and state and territory agencies 
who are responsible for those areas. 

Senator CAROL BROWN:  The work that you have done on this report: was that 
research that was undertaken for another organisation, or was it self-initiated? 

Ms Hargreaves:  I think we would have to check on that. I have not seen the article in the 
newspaper and I am not exactly sure what it is referring to. 

Senator CAROL BROWN:  On notice then, can you provide me with any other research 
that you are currently undertaking on any of the child protection issues? 

Ms Hargreaves:  We can certainly provide an outline of the work that we do in those areas 
and the funding sources for the work too. 

Senator CAROL BROWN:  Thank you. 
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Senator MOORE:  I am interested in issues around the mothers and babies publications 
and the workers you have working under the Australian Institute of Health and Welfare's 
National Maternity Data Development Project. What is the status of that project? 

Ms Hargreaves:  In general terms, a wide range of work is going on to develop better 
indicators of maternal health care and health status. If you want details, it might be better if 
we take that on notice and provide an outline for you. 

Senator MOORE:  Australia's mothers and babies 2013 was a publication. Do you have 
an annual publication of that nature? I know that you collect specific data; we rely on you for 
information on maternal deaths across the country. I would like some more information about 
how that is done, as well. Is the general publication 'mothers and babies' an annual report? 

Ms Hargreaves:  Generally speaking, it is an annual report, using data collated from states 
and territories on an annual basis. 

Senator MOORE:  What does 'generally' mean in that case? Does it come out every year? 
Ms Hargreaves:  It comes out every year. It is just that the timing is not always exactly the 

same each year. 
Senator MOORE:  Fine. So, on notice, can I get some information about that particular 

area, more than what is available on the website? 
Ms Hargreaves:  Yes, certainly. 
Senator MOORE:  Thank you very much.  

[12:19] 
CHAIR:  We will now briefly—for 10 minutes—before lunch move on to outcome 3, 

access to medical and dental services. We will start with dental, with Senator Di Natale. 
Senator DI NATALE:  Can I have an update on the funding for additional services in 

state public dental clinics? Where is that at the moment? 
Mr Bowles:  I will ask Mr Cormack to give you a fulsome answer, but basically we are in 

negotiations with the states and territories at the moment around final arrangements for dental 
for the outgoing years of the forward estimates. In this particular year, we extended the 
agreement with $155 million to states and territories in that context and the Child Dental 
Benefits Schedule continued to operate this year. We said at the last estimates that we would 
be dealing with the states and territories in that context and we are still finalising that. 

Senator DI NATALE:  So this year is a holding pattern. Though we have had that 
significant cut— 

Mr Bowles:  What significant cut? 
Senator DI NATALE:  There was a significant commitment made to fund public dental 

services this year which was deferred until this coming year, the subsequent year. It is before 
your time, Mr Bowles. 

Mr Bowles:  I would say it is before my time, because the funding has not reduced per se. 
Senator DI NATALE:  If you do not pay it for a year, it is reduced. 
Mr Bowles:  Sorry? 
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Senator DI NATALE:  If you do not pay it in the year that you are supposed to, it has 
effectively been reduced. 

Mr Bowles:  If it was a commitment from a long time ago that never came to pass, that 
might be correct. But the funding for dental services to the states and territories is through the 
NPA process, with 155 for this year. 

Senator DI NATALE:  Yes; I am aware of that. 
Mr Bowles:  It has been the same for a while. 
Senator DI NATALE:  That is right; and it was supposed to have been increased this year 

and it was not. But we have gone over that territory before. Let us talk about the negotiations 
that are under way at the moment. What can you tell me about those negotiations? 

Mr Bowles:  Ultimately that is advice that we will give to the minister about what is an 
appropriate dental program going forward. We have been in conversations with the states and 
territories in relation to that. 

Senator DI NATALE:  Have you signed any agreements yet with any of the states and 
territories? 

Mr Bowles:  No. 
Senator DI NATALE:  What is the funding envelope for next year for the states and 

territories? 
Mr Bowles:  Again that is a decision of government. 
Senator DI NATALE:  Again, there was a commitment made and projected over the 

forward estimates. Are you going to comply with that commitment? There was supposed to 
be $1.3 billion for around, I think, 1½ million additional services. Can you tell me what the 
funding envelope is for next year? 

Mr Bowles:  No, that will be a decision for government. That was a commitment, I think, 
even from the former government initially. 

Senator DI NATALE:  It was. 
Mr Bowles:  Our arrangements have been that we are dealing with the states and territories 

in the context of a new agreement for dental services going forward from 2016-17. 
Senator DI NATALE:  What has been projected in the most recent projections for funding 

next year's state public dental through the NPA? 
Mr Bowles:  I think, effectively, in the budget papers, that has been a figure withheld 

based on the outcome of the negotiations with the states and territories.  
Senator DI NATALE:  Nothing in MYEFO? 
Mr Bowles:  No. So we have got the 155, that is in all of the figures for this year, plus the 

Child Dental Benefits Schedule— 
Senator DI NATALE:  which was supposed to be, again, $1.3 billion, just to remind us of 

that fact. Yes? 
Mr Bowles:  We are currently, as I have said, negotiating with the states and territories 

around the ongoing nature of the dental program. 
Senator DI NATALE:  When will that decision be made? 
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Mr Bowles:  Ultimately, it has to be before 1 July, but it will be a decision of government. 
Senator DI NATALE:  Will it be announced in the budget? 
Mr Bowles:  Again it is a decision of government, but clearly we are going to have to be in 

that sort of territory. 
Senator DI NATALE:  In terms of the negotiations, are you close to signing on to 

anything with any of the state parties? 
Mr Bowles:  I do not want to measure how close or how far away, but there have been 

positive conversations with the states and territories. 
Senator DI NATALE:  Will that include a capital works program and workforce grants? 
Mr Bowles:  Again, I cannot go into the details of what is a decision of government. 
Senator DI NATALE:  I do not think I am going to get very far with this. Let us talk 

about waiting lists. Do you have any data on waiting lists? 
Mr Cormack:  Yes, we can give you some waiting list data from the last NPA; we are just 

getting that for you now. Perhaps you have another question while we are finding it. 
Senator DI NATALE:  Okay; if you can pull that up. In the meantime, you have 

mentioned the CDBS, the Child Dental Benefits Schedule. How much of that was spent last 
year and how does that compare with the year to date? 

Mr Cormack:  Last year, $312.8 million was expended and year to date this year is $165.4 
million. 

Senator DI NATALE:  So $165.4 million? 
Mr Cormack:  Yes. That is year to date. 
Senator DI NATALE:  The end of September. How does that compare to the end of 

September last year? 
Mr Cormack:  I do not have that in front of me, but I have a 2014-15 figure of $312.8 

million, which is the full year. So that seems to be roughly about the same. 
Senator DI NATALE:  I am just thinking about what the projected cost of that was in the 

previous budget—in fact, when it was introduced. I need to go back. I do not know whether 
you have access to that information, but that strikes me as being much, much lower than what 
the projected spend was going to be. 

Mr Cormack:  Yes, certainly.  
Senator DI NATALE:  Much lower, of an order of magnitude with probably a zero left 

off it. 
Mr Cormack:  It is certainly significantly less than the budget estimate. 
Senator DI NATALE:  Yes. I thought it was 2.7 over the forward estimates, with that 

number tracking up. Perhaps you have access to that information. 
Mr Cormack:  Yes. The budget allocation for 2014-15 is $424.6 million and the outcome 

was $312.8  million. 
Senator DI NATALE:  What accounts for that significant underspend? 
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Mr Cormack:  It is still a relatively new program, and I guess basically the estimate was 
that it would build up a little bit higher and more quickly than it has, but it is a relatively new 
program. 

Senator DI NATALE:  So word of mouth, you think? People do not know it is there?  
Mr Cormack:  I would not want to speculate. I think the other thing that we need to also 

recognise is that, certainly in the years leading up to 2014-15, there has been very 
significantly good access to dental services across the board for kids. So, even prior to the 
introduction of the CDBS, certainly the state public services are of good quality and have 
relatively low waiting times. Also, people choose to go to a private dentist and pay out of 
their own pocket, as they have done for many years, or use their private health insurance to 
cover part of the cost of that. So it is not surprising that it would take a while to build up to 
that original estimate because there does seem to be pretty good access across the board to 
dental services for kids. 

Senator DI NATALE:  Can we go back to the waiting list data? 
Mr Booth:  The information I have regarding the average waiting time for general 

treatment under the previous NPA—if we use June 2012 as a baseline—was 18.93 months. If 
we then look at the final period of that NPA, as at March 2015, it had gone down to 12.36 
months. This is average waiting times for general treatment for adults, so it excludes 
children—as Mr Cormack said, there are no serious waiting times there. We are awaiting the 
most recent information on waiting times under the recently signed NPA; we are expecting 
that to come in about the end of February. 

Senator DI NATALE:  To what do you attribute the decrease over that period? 
Mr Cormack:  Essentially there was an increase in effort by both the Commonwealth and 

the states. The Commonwealth is part of a National Partnership Agreement, so there was a 
funding element there. The state and territory governments all overachieved on their targets. 
That agreement had a national target to treat an additional 400,000 public dental patients. 
With that being achieved, you would certainly expect over time for those waiting lists to go 
down. 

Senator DI NATALE:  That was with that initial injection. 
Mr Cormack:  Yes. 
Senator DI NATALE:  Do you have any indication? You are saying February is the next 

lot of data you are waiting for? 
Mr Cormack:  Yes, it is. 
Senator DI NATALE:  Is there any indication about whether those waiting lists are 

blowing out? 
Mr Cormack:  We probably need to take that on notice rather than speculate because also 

currently there is an interim agreement in place which is specifically focused on adult 
programs—that is the $155 million—and that is a target of another 176,000 people. So it is 
moving around. But certainly the level of Commonwealth commitment in this current one-
year agreement period is at the high point of previous funding commitments by the 
Commonwealth and states. 

CHAIR:  We will to have break there.  
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Proceedings suspended from 12:31 to 13:32 
CHAIR:  We will recommence. We are continuing with outcome 3 and we will now move 

to some questions from program 3.1. I will go to Senator Gallagher. 
Senator GALLAGHER:  I have some questions around the Medicare Benefits Schedule 

Review. Shall I just work through them? 
Mr Bowles:  Yes, fire away. 
Senator GALLAGHER:  How many times has the MBS Review Taskforce met? 
Mr Bowles:  We will just find our place. 
Senator GALLAGHER:  Thank you. 
Ms Cahill:  The taskforce has had six meetings during the course of 2015 and it has a 

teleconference scheduled on Friday. 
Senator GALLAGHER:  Do you have an update on the budget and what has been spent 

on the review to date? 
Ms Jolly:  Approximately $1.5 million in departmental and $500,000 in administered 

funds have been used as at 8 February. 
Senator GALLAGHER:  Is that scheduled to be finalised or finished this financial year? 
Mr Bowles:  No. That is the one I said before. 
Senator GALLAGHER:  We are back to this other one? 
Mr Bowles:  Two years, yes. 
Senator GALLAGHER:  Two years? 
Mr Bowles:  Yes. 
Senator GALLAGHER:  This is where we were confused last time, because both the 

taskforce for the Medicare payments privatisation or commercialisation and this one has two 
years work ahead of it. 

Mr Bowles:  That is right, and we will make decisions when we get down towards the end 
of this one as to whether we need to keep going or whether that is enough. 

Senator GALLAGHER:  Whether it is an ongoing thing? 
Mr Bowles:  That is right. If you remember earlier I mentioned that we will do this in 

tranches of activity. 
Senator GALLAGHER:  Yes, three tranches so far? 
Mr Bowles:  We are on to the second now, but we could do quite a number more. 
Senator GALLAGHER:  So, you are having to provide an annual budget allocation for 

this taskforce, then, if it is over two years? 
Mr Bowles:  We have two years of funding initially. We have the two years of funding. 
Senator GALLAGHER:  With an annual budget of—roughly? 
Mr Bowles:  Some $34 million over two years. 
Ms Jolly:  Yes, but that includes the work of the taskforce and also the work of MSAC. 
Mr Bowles:  That is right, yes; the Medical Services Advisory Committee as well. 



Page 64 Senate Wednesday, 10 February 2016 

 
COMMUNITY AFFAIRS LEGISLATION COMMITTEE 

Senator GALLAGHER:  So, there is $34 million allocated over two years but expended 
to date has been $2 million across that? 

Ms Jolly:  Yes. 
Mr Bowles:  That is on the MBS review. It is not on the MSAC side of it. I think we would 

have to take the MSAC side of it on notice. 
Mr Stuart:  We have a broader funding envelope. 
Senator GALLAGHER:  So, the $34 million includes both? 
Mr Bowles:  Yes. 
Senator GALLAGHER:  But you have given me the funding just for the taskforce? 
Mr Bowles:  That is right. 
Senator GALLAGHER:  Is the MSAC side of it the more expensive side? 
Ms Jolly:  Some of the funding will go towards reviews. Because the MBS taskforce is 

starting its process, some of those review costs will kick in shortly. 
Senator GALLAGHER:  So, the taskforce has subcommittees; is that right? Could you 

tell me how many subcommittees there are? Is it public who is on the taskforce and who is on 
subcommittees? 

Mr Bowles:  It is not necessarily a subcommittee issue. It is more of the committees on the 
clinical activity. That is how it works. Ms Cahill might be able to tell us what was in tranche 1 
versus tranche 2, for instance. 

Ms Cahill:  Yes. During 2015 a number of committees were established and appointed. 
They included clinical committees on diagnostic imaging; ear, nose and throat surgery; 
gastroenterology; obstetrics; pathology and thoracic medicine. The taskforce has also 
appointed a committee to look at the principles and rules applying across Medicare. The 
membership of all of those committees has been published, as has the membership of the 
taskforce itself. 

Senator GALLAGHER:  Is that all on your website? 
Ms Cahill:  Yes. 
Senator GALLAGHER:  Just for my information, this being my first health estimates, 

they are not subcommittees? They are committees of the taskforce? Are those committees all 
drawn from taskforce membership or are you pulling people in from outside? 

Ms Cahill:  No. Most of the membership of those committees is drawn from outside the 
taskforce. Generally we have at least one taskforce member who is also involved in those 
committees, but the membership is really mostly derived from outside and the chairs of those 
committees, of all the clinical committees, are drawn from outside the taskforce. The only one 
chaired by a taskforce member is the principles and rules committee. 

Senator GALLAGHER:  You tell me that all of those people, the list of the committees 
and the individuals on them, are all public on the website? 

Ms Cahill:  Yes. 
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Senator GALLAGHER:  Thank you.  I will not ask some of these questions; I can find 
out for myself. What remuneration arrangements are in place for the members of the 
committees? Do they get a per diem or a sitting fee or are they volunteers to the cause? 

Ms Cahill:  They get sitting fees. 
Senator GALLAGHER:  Is that is determined by the rem tribunal? 
Ms Jolly:  Yes. 
Senator GALLAGHER:  At what rate? 
Ms Jolly:  Typically for the taskforce members it is set at $768 per day, and $393 per day 

for a clinical committee member. 
Mr Bowles:  As you would appreciate, some of these people are doing this for pretty much 

nothing in the context of their normal pay, if you like. 
Senator GALLAGHER:  So, there is an element of for the love of it? 
Mr Bowles:  For the love of it, yes. 
Senator GALLAGHER:  Do your officers support the work? 
Mr Bowles:  Yes, they do. 
Senator GALLAGHER:  As a secretariat? 
Mr Bowles:  That is correct. Ms Cahill has been one of the major people trying to support 

the committee. 
Senator GALLAGHER:  What is the process for the committees? Do they provide advice 

to the taskforce and through the taskforce it will come to government? Or do the committees 
have other communication arrangements? 

Mr Bowles:  No, it is through the taskforce. 
Senator GALLAGHER:  So, all the committee work will go to the taskforce? 
Mr Bowles:  That is correct. 
Senator GALLAGHER:  And from the taskforce to the government, that way or to you, 

Mr Bowles? 
Mr Stuart:  To the minister. 
Mr Bowles:  Effectively to the minister for the government. 
Senator GALLAGHER:  So, the taskforce reports directly to the minister? 
Mr Bowles:  Yes, that is right.  Formally, yes, and I attend taskforce meetings 

occasionally. I talk with the chair, Professor Robinson, all the time, and things like that. 
Senator GALLAGHER:  Presumably with their minimum two-year work program they 

have been asked to prioritise areas of work for this first— 
Mr Bowles:  Yes, that is correct. We have prioritised, and that is also the nature of the 

tranches of activity that we are doing through these clinical committees. We will prioritise in 
that order, but within committees they will prioritise the things that are of high order need to 
have a look at first and then we will come back and deal with others later if there is a need. 

Senator GALLAGHER:  Just remind one. Has tranche 1 been done? 
Mr Bowles:  No. 
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Senator GALLAGHER:  Can you just explain to me what that is focused on? 
Ms Cahill:  I mentioned the clinical committees that were included in tranche 1. They are 

the ones that I just provided. They are all at various stages of working through that. Basically, 
each was allocated a number of Medicare items that they were asked to look at and consider 
which ones required more extensive review and what that review activity might look like. 
Some of those committees are nearly done, where there had a relatively small number of 
items and the issues were quite clear from their perspective. Others, we expect, like pathology 
and diagnostic imaging, where there is a large number of items and significant amounts of 
complexity, will take quite a bit longer before they are concluded. 

Senator GALLAGHER:  Who chose the items that went to the committees? Was that the 
taskforce? 

Ms Cahill:  Yes, the taskforce with assistance from the department. The aim really is to 
make sure that between all the clinical committees that will be established by the end of the 
process every Medicare item has been allocated somewhere. 

Senator GALLAGHER:  That is a lot of work. So, you had a bit of a priority list of item 
numbers, is that right, that you wanted seen to first? 

Mr Stuart:  This is more about selecting, for the first tranche, a range of topic areas that 
would help the taskforce learn about its processes in an effective way. Some that were really 
perhaps low hanging fruit and some that perhaps were quite different so that the taskforce 
could develop its game early in the piece. 

Mr Bowles:  It is effectively a mixture of advice from clinicians looking at the data of 
what is happening and really trying to prove the methodology that is being used by the 
clinical groups and the taskforce. 

Senator GALLAGHER:  I am looking at a list of obsolete items. Is that the one under 
tranche 1? You have a list of item numbers under diagnostic imaging, ENT, gastro, obstetrics 
and thoracics. 

Ms Cahill:  That is a small part of the work that has been done by those various clinical 
committees. One of the things that they were asked by the taskforce to do early in their 
process was to look through the list of items that had been allocated to them and identify any 
items that they believed, on the basis of their clinical expert opinion, were potentially 
obsolete. That work was then drawn together by the department and went out for public 
consultation in December. 

Senator GALLAGHER:  I am after the list. Is there a list somewhere of items that the 
committees are looking at? 

Ms Cahill:  In fact, in the consultation paper that discussed those obsolete items it did 
identify in there the list of item numbers that each clinical committee is responsible for. That 
was provided in that documentation. We can also provide it to you separately. 

Senator GALLAGHER:  So, separate to the obsolete items? 
Ms Cahill:  Yes. A number of items were identified as obsolete, but in the background 

material in those papers it also identified the full suite of items for which each of those 
clinical committees was responsible. 

Senator GALLAGHER:  I think I have that now. Are there seven committees? 
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Ms Cahill:  Yes. Six clinical committees and the principles and rules committee that was 
established last year. 

Senator GALLAGHER:  How many of those are expected to finalise advice by the end of 
this financial year? 

Ms Cahill:  By the end of this financial year I think we would be fairly hopeful that ear, 
nose and throat, gastroenterology and thoracic medicine would all be completed. 

Senator GALLAGHER:  They are the more straightforward ones, are they, in terms of 
the work? 

Ms Cahill:  Yes. 
Senator GALLAGHER:  I think I asked earlier about the way advice has been provided 

to government. It seems that the taskforce is the key body. Has the taskforce met with the 
minister during the course of this review? 

Mr Bowles:  Yes. 
Senator GALLAGHER:  Do you know how many times? 
Ms Cahill:  The minister attended the first meeting of the taskforce and she has had a 

number of meetings with Professor Robinson. We would have to take on notice if you wanted 
more details. 

Senator GALLAGHER:  That is good. If you could, that would be fine. In terms of the 23 
items that are being removed from the MBS, did that align through this taskforce process? 

Mr Stuart:  Can I just step in there quickly? 
Senator GALLAGHER:  Yes. 
Mr Stuart:  They are not yet being removed. They are out for consultation at the moment 

from the taskforce. They have put forward the list of 23 and they are just going out one more 
time into the public arena. 

Senator GALLAGHER:  So, it hasn't been agreed to remove them? 
Mr Stuart:  No.  
Senator GALLAGHER:  The taskforce has identified them as items that could be 

removed? 
Mr Stuart:  Yes, and they are out for consultation now for wider input before being 

advised to the minister. 
Senator GALLAGHER:  But in order to get the consultation process done that would 

have gone to government for tick-off prior to that happening? 
Ms Cahill:  Not really. It was approved by the taskforce. 
Senator GALLAGHER:  So, the taskforce unilaterally went out for consultation? 
Mr Bowles:  It is an independent taskforce appointed by the minister. The minister is 

interested in the taskforce's views. Ultimately they will go out and be consulted again and 
ultimately government makes decisions. It is trying to be totally independent of the clinical 
outcomes that are found through the process. 

Senator GALLAGHER:  So, the government was not provided with the heads up that we 
are going out to— 



Page 68 Senate Wednesday, 10 February 2016 

 
COMMUNITY AFFAIRS LEGISLATION COMMITTEE 

Mr Bowles:  We would have told the minister what we were doing. 
Senator GALLAGHER:  But you did not seek the approval of the minister for the 23 

items? 
Mr Bowles:  No. 
Senator GALLAGHER:  I do not know whether other people have questions on that 

review. 
CHAIR:  I am sorry? 
Senator GALLAGHER:  I am just asking whether anyone has questions on the review, 

because I have finished my questions on the MBS review. 
CHAIR:  Are there any other questions on the review?  No.  Did you want to move on to 

other areas? 
Senator GALLAGHER:  I do not know whether this continues to be the right place, but 

would the Medicare safety net cuts come under this one as well?  
Mr Bowles:  Yes. 
Senator GALLAGHER:  This is around the safety net cuts, which were looking to 

achieve savings of $270 million. There have been quite a few different pieces of legislation 
dealing with savings in Medicare or what this committee deals with, but these ones were put 
through the House but then did not go through the Senate. I need an update, basically. 

Mr Stuart:  The minister had discussions with colleagues around the parliament at that 
time and decided to pause the safety net consideration while the government develops its 
broader healthier Medicare and primary care reform packages. 

Senator GALLAGHER:  So, they paused it? 
Mr Stuart:  It became clear there was not, at that time, significantly wide enough support 

for the measures in that form, and the minister has decided to look at it again later in a wider 
reform context. 

Senator GALLAGHER:  So, we would not be expecting to see that legislation return as 
presented in 2015? 

Mr Stuart:  I could not exactly say. I could not rule it out, but the minister wanted to look 
at those issues in the wider reform context. 

Senator GALLAGHER:  So, the minister has paused this legislation? 
Mr Stuart:  Yes. 
Senator GALLAGHER:  It has stopped and so we will not be expecting to see it. If it is 

paused or stopped, are the savings that were being sought still in the budget? 
Mr Bowles:  That is right. 
Senator GALLAGHER:  And they have flowed through in the MYEFO? 
Mr Stuart:  They would be still in the budget until a decision is made to remove it or do 

something like that. But I think as the minister has said a number of times now it stays on the 
books until either it or an alternative can be found. 
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Senator GALLAGHER:  It seems like the government is trying to have a bit both ways. It 
is still making the budget look better, but it is not actually being proceeded with in any formal 
sense. 

Mr Stuart:  It also has not been decided to be abandoned at this point. 
Mr Bowles:  And this process has been the same process forever. 
Senator GALLAGHER:  So, when you are updating Treasury for their figures to flow 

through the MYEFO, they would be wanting to know if anything has changed. The legislation 
has been pulled. It is not going to be reintroduced for the foreseeable future, and yet you see 
no reason to say those savings should be withdrawn, if the only way they can be realised is 
through that legislation? 

Mr Bowles:  No, because the minister could come up with alternative options around the 
savings. What has been said—and this is no different from any other year and it has been 
going on forever—is that until a measure is taken totally off the table and nothing replaces it, 
then you would actually make the adjustment. But the minister has been quite open in saying 
that, while this is paused the savings per se do not come off the table, because we will look 
for alternatives or we might introduce that at some future point in time. 

Mr Stuart:  The budgetary issues are captured in the budget process in that as there is 
delay in implementation of the measure then there are estimates variations from time to time 
capturing the impact of that delay. 

Senator GALLAGHER:  Is it identified as a risk or anything? Do you have to identify it 
as something that might not be able to be delivered, as a risk to the budget or Treasury? 
Certainly in the ACT government, if you had a saving allocated that you were not going to 
deliver you would have to say, 'There's a risk', and it would be identified in the formal 
paperwork. 

Mr Bowles:  Unless there are alternatives delivered. 
Senator GALLAGHER:  So, your job, regardless of which way you do it, you have a 

savings of $270 million that will be attributed to your agency regardless of whether this 
legislation gets through? 

Mr Bowles:  At this stage until there is a further decision on this particular thing. 
Senator GALLAGHER:  When is that expected? Now it is being linked into the broader 

healthier Medicare primary healthcare reform. 
Mr Bowles:  Yes. 
Senator GALLAGHER:  Is that title a piece of work? 
Mr Stuart:  Two separate— 
Senator GALLAGHER:  So, there is a piece of work called healthier— 
Mr Stuart:  —but linked pieces of work. 
Mr Bowles:  There is the work of the Primary Healthcare Advisory Group and there is the 

work of the Medical Benefit Schedule Taskforce. 
Senator GALLAGHER:  I think the word was Healthier Medicare. 
Mr Stuart:  Healthier Medicare was an umbrella term for the three initiatives 18 months or 

so ago. 
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Senator GALLAGHER:  But that is still the umbrella that this would fall under? 
Mr Bowles:  That is right. 
Senator GALLAGHER:  And the primary healthcare review. I am trying to find out when 

this will come back. When will we know what is happening? 
Mr Stuart:  That is really subject to the minister's decision. Whether it comes back in the 

same or in a different form or becomes a part of a larger set of considerations is really a 
matter for the minister's decision. I do not think we can be more clear than that other than 
what she has said in the public arena. 

Senator GALLAGHER:  Which is? 
Mr Stuart:  Paused while the government develops its broader healthier Medicare and 

primary healthcare reform packages. 
Senator GALLAGHER:  And there is no date on those, an end date or an expected day? 
Mr Bowles:  Not at this stage. 
Senator GALLAGHER:  So, you have not been asked through the budget process to work 

out where you are going to get this $270 million from? 
Mr Bowles:  I cannot comment on what might be happening in the context of the budget, 

but the minister is considering a whole range of activities around Primary Healthcare 
Advisory Group and the like. 

Senator GALLAGHER:  I think that is probably as far as I can go on that. You are good 
at being helpful but not providing a lot of information. 

Mr Stuart:  We are subject to decisions made elsewhere. 
Senator GALLAGHER:  Is it a performance measure? 
Mr Bowles:  Definitely not. We are trying to be helpful, but there are certain things that 

are before government and it is very difficult to pre-empt what might come from that. 
Senator GALLAGHER:  I understand that. Senator Lambie would like 15 minutes. 
ACTING CHAIR (Senator Lindgren):  In outcome 3? 
Senator GALLAGHER:  Yes. 
Senator LAMBIE:  The Tasmanian public health system is in crisis and Tasmanians on 

average are dying two years before mainland Australians. We have the longest public health 
waiting lists and people are dying unnecessarily waiting for lifesaving operations in 
Tasmania. Recently because of a shortage of beds a 95-year-old grandmother was forced to 
lie on the floor of an accident and emergency department for four hours vomiting while being 
cared for by her son. We have a Liberal state government that wants to effectively close 
hospital beds in northwest of Tasmania and put people into ambulances and send them to 
Launceston. 

ACTING CHAIR:  That is outcome 4. Would you like to come back? That is acute care. 
We are still on outcome 3.  

Senator LAMBIE:  I have a mixture. 
Senator CAROL BROWN:  If they are to do with hospitals I think they are in outcome 4. 
ACTING CHAIR:  This is relating to access to medical and dental services. 
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Mr Bowles:  So, anything on the MBS and things like that. 
Senator LAMBIE:  This is on Medicare as well? 
Mr Bowles:  Medicare, yes. 
Senator LAMBIE:  That is what I am leading into. We have a Liberal state government 

that wants to effectively close hospital beds in northwest of Tasmania and put people into 
ambulances and send them to Launceston hospitals, which are already operating at 100 per 
cent capacity. On top of those tragedies, we now have the federal government that gave $25 
million to the Liberal state government, which chose not to spend it for months. Now the 
Liberal federal government wants to cut Medicare bulkbilling and women's cancer health 
check funding by $650 million. For the record, I will remind this Liberal government that I 
will not be voting for any legislation or the legislation while these unfair Medicare health cuts 
are still part of their policy. The bottom line is these Liberal Medicare cuts will cause more 
deaths in Tasmanian women from cancer and place more pressure on an exhausted public 
health system. Firstly, can the department tell the Senate the amount of money that was spent 
on modelling to calculate the impact of the $650 million cut to Medicare or mortality rates for 
people suffering from preventable diseases like cancer and diabetes? 

Mr Bowles:  Let me start by making this very clear. We had this conversation a little 
earlier, but I will go over it again. The changes to the pathology and diagnostic imaging 
arrangements are about ceasing incentive payments for bulkbilling rates. It is not in any way, 
shape or form about cutting rebates for activities under pathology or diagnostic imaging. The 
$650 million figure that you refer to relates to incentive payments paid to pathologists and 
diagnostic imaging people to improve bulkbilling rates. There has been no discernible change 
in bulkbilling rates even though that funding has been there. The government's decision was 
not to pay incentives to increase bulkbilling rates when they are not increasing. That is the 
context of the $650 million. It is not about stopping funding for activities for patients. It is 
about a payment to pathologists and diagnostic imaging personnel. 

Senator LAMBIE:  I am asking you: have you done any modelling? 
Mr Bowles:  We have not done any modelling on stopping things for patients like that, 

because that is not what we are doing. We do work around providing advice to government 
about ways either to spend money or where we think the value for money is not necessarily 
there. This is all done internally within the department. We have a look at the different 
expenditure items that we have. If I just pick on pathology for one second. The out-of-hospital 
bulkbilling rates are about 98 per cent at the moment. Both in hospital and out-of-hospital 
rates are around 87 per cent. They have not changed even though we have been paying 
incentives to do that. 

Senator LAMBIE:  I understand all of this. I just simply wanted to know if you have done 
any modelling. My concern is how many extra Tasmanians will die from cancer and diabetes 
because the government wants to make it harder to obtain women's pap smears and diabetes 
tests. According to you, you have not done any modelling. 

Mr Bowles:  I have just said we have not done anything of the sort in relation to stopping 
those sorts of services for patients. 
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Senator LAMBIE:  Have you done any modelling on the impact or the cost to the health 
system of those people that will miss their test for cancer diagnosis or defer their pap smears 
until they can afford it? Has there been any modelling done on that? 

Mr Bowles:  As I said, there has been no discernible change in bulkbilling rates. We do not 
believe there will be any change in those people accessing those services. 

Senator LAMBIE:  You have done no modelling on that? 
Mr Bowles:  The department works on and provides advice to government all of the time 

on the impacts of these services. 
Senator LAMBIE:  But you have not done any modelling. Yes or no? 
Mr Bowles:  That is not what I— 
Senator LAMBIE:  There is no modelling done on the $650 million? 
Mr Bowles:  That is not what I said. I have answered that question a number of different 

ways. 
Senator LAMBIE:  Have any pathology rebates been indexed for the last 20 years? 
Mr Bowles:  I do not have the exact figure, but there has not been a lot of indexation over 

time. 
Senator LAMBIE:  Could you provide me with the index rate from the last 20 years, if I 

put that on notice? 
Mr Stuart:  Yes, we can confirm that. 
Mr Bowles:  We can confirm that. 
Senator LAMBIE:  What communication did the department have with the pathology 

sector on the impacts of the proposed loss of the bulkbilling incentive? 
Mr Bowles:  I have said that we did not consult the groups about those changes. 
Senator LAMBIE:  So, they did not consult the groups? 
Mr Bowles:  We consult all the time, but we did not consult specifically on these particular 

changes. 
Senator LAMBIE:  Can you tell me why you did not bother to consult with these groups 

on these proposals? 
Mr Bowles:  In the context of budget related changes that is basically the policy of the 

government and the policy of all governments previously. 
Mr Stuart:  It is not the usual practice to consult about budget measures, and in fact public 

servants are generally prohibited from doing so. 
Senator LAMBIE:  Therefore, how do you know the impact that will have if you are not 

consulting with the people that— 
Mr Bowles:  We consult broadly around a whole lot of impacts all of the time. We then do 

the analysis and provide advice to the minister based on the analysis that has been undertaken.  
Senator LAMBIE:  The minister has said that the bulkbilling incentive had not worked, 

but is it not factual to say that the incentive did work and that in areas like the whole of 
Tasmania, which I represent, bulkbilling in the region rose significantly in the period since the 
incentive was introduced? 
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Mr Stuart:  Are we talking about pathology or diagnostics? 
Senator LAMBIE:  Both. You have to say that in this case the incentive worked for the 

bulkbilling incentive.  
Mr Stuart:  There are two separate issues. In relation to pathology, with the introduction 

of the bulkbilling incentives pathology bulkbilling rates did not really change. They have 
basically been flat for a very long time at very high levels of bulkbilling. In relation to 
diagnostics, the picture is slightly different. The bulkbilling rate for diagnostics has been 
increasing gradually over about a 15-year period. At least over a 10-year period.  

When we look at the trajectory of that upward increase, where the bulkbilling incentive 
was introduced there is no kink in curve. In fact, from that point, if anything, the bulkbilling 
rate increase starts to tail off a little bit. The question is: did it move the dial? We cannot see 
that it moved the dial.  

Senator LAMBIE:  What about people with diabetes? Is it not true to say there are 
currently 1.7 million people in Australia with some form of diabetes? Is it not true that these 
people living with diabetes have to have quarterly blood tests to monitor the stability of their 
disease? 

Mr Bowles:  I cannot confirm the numbers exactly, but that sounds about right.  
Mr Stuart:  Could I just add to an answer we gave previously with regard to pathology? 

The items is not indexed are for about 20 years—in fact, not since November 1998. So, it is 
not exactly 20 years. It is a little less than that. I would go on to say that the issue in both 
pathology and diagnostics is that they are very high volume, technologically driven activities, 
and so the higher the volumes and the more used people get to delivering particular 
techniques the less expensive it is to deliver them. That is the broad justification for a long 
freeze in the rebate.  

Senator LAMBIE:  I just want to go back to the tests about diabetes. Is it true that people 
with diabetes have to have quarterly blood tests to monitor the stability of their disease? 

Mr Bowles:  It will depend on the patients. We could not go into that. There would be a 
range of different options around that.  

Senator LAMBIE:  For HbA1c monitoring tests, HbA14cc being the blood test that 
indicates how well their disease is going. Four HbA1c tests are required in an annual episode 
of care for these patients. Is that correct? 

Mr Bowles:  We might see if someone can answer that. We will see if we can get someone 
to the table who might be able to answer specifically. I am not going to contest that these 
people need regular blood tests.  

Senator LAMBIE:  Based on the AMA schedule of fees, this would mean upfront costs of 
more than $400 per person and patient out-of-pocket costs after claiming a Medicare rebate of 
between $100 and $270 per annum.  

Mr Stuart:  The AMA schedule of fees is not a schedule commonly charged in this sector. 
It is a schedule put out by the AMA. It is not something that the department has a lot of touch 
on or interest in. The industry does not generally actually implement it.  

Mr Bowles:  If we are talking about pathology, the out-of-hospital bulkbilling rates are 
about 98 per cent. We do not see significant out-of-pockets in that sort of context.  
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Senator LAMBIE:  The industry goes higher than the AMA. Is that correct? 
Mr Bowles:  No. If we are talking about pathology, what we are saying is that the out-of-

hospital pathology bulkbills currently at around 98 per cent. That means 98 per cent of 
patients who go to pathology, who will get pathology done, are bulkbilled, meaning they do 
not pay anything extra irrespective of what the AMA rates might be or individual charging 
practices of particular groups.  

Senator LAMBIE:  When I say to you the AMA schedule of fees—and this would mean 
the upfront costs of more than $400 per patient—are you telling me the patient will not be out 
of pocket for costs after claiming between $180 and $270 per annum back?  

Mr Bowles:  Not in the current context. If 98 per cent of those patients are bulkbilled they 
will be paying nothing.  

Senator LAMBIE:  Is that just for pathology? 
Mr Bowles:  That is for pathology.  
Senator LAMBIE:  What does the government's modelling tell us about the number of 

people who will not get tests if they have to pay for them and are not bulkbilled? 
Mr Bowles:  Again, the analysis that we have applied, based on activity patterns across a 

whole range of different areas where incentives and other things are used, has not seen a 
discernible change in the bulkbilling rates. Therefore, we are not necessarily predicting any 
significant change in bulkbilling rates. Therefore, there will not be significant increases in 
costs to patients.  

Senator LAMBIE:  Do government cuts not mean they will not be bulkbilled, though? 
Mr Bowles:  Not necessarily. It is a very high volume competitive industry that is based on 

technology and technology improvements. I used an example this morning where we talked 
about the freeze in indexation in other areas that has seen no change in bulkbilling rates as 
well.  

Sometimes what you see when you look at these things is a blip where people stop doing 
things and all of a sudden it is back, because of competition in the marketplace and the 
amount of activity in this space, remembering Medicare services over a million people a day 
these days. We do not see any discernible change in the bulkbilling rates at this stage.  

Senator LAMBIE:  What would be the impact or cost to the health system for these 
people that miss their tests for cancer diagnosis or defer their pap smear until they can afford 
it? 

Mr Stuart:  We are in hypothetical land.  
Mr Bowles:  We do not accept the basis of the question at this point, because the analysis 

that we have done would say there will be no discernible change in those bulkbilling rates.  
Senator LAMBIE:  Your hypothetical is that you are telling me not necessarily. What I 

am saying is that if you take the 'not' out and it is 'necessarily', where do we go to from there? 
Mr Bowles:  We do not accept that as a premise.  
Mr Stuart:  It might be helpful if I say something I said earlier in the hearing. The 

approach we have to keeping healthcare costs affordable through Medicare is that the 
government makes a contribution towards people's costs of care. It is healthcare providers that 
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set their fees. What the government is trying to do through Medicare, irrespective of what 
government is in power, is provide appropriate funding so that people's costs of care will be 
manageable whether through the rebate or through the safety net.  

Essentially we do not control the charging behaviour of private businesses that are involved 
in delivering health services. We think this is a highly competitive sector with a long history 
of bulkbilling. It functions on the basis of volume and turnover. We do not see a need for 
significant change to bulkbilling rates or practices.  

Senator LAMBIE:  Mr Stuart, you have not consulted or modelled. Your answers that you 
are giving me are guesses.  

Mr Bowles:  That is not correct.  
Senator LAMBIE:  You are anticipating those answers without any modelling or 

consulting.  
Mr Bowles:  Again, that is not correct.  
Senator LAMBIE:  You have not consulted and you have no modelling.  
Mr Bowles:  I said we did not talk to the groups prior to the announcement of the budget 

changes. That does not mean we do not talk to these groups on a regular basis. It does not 
mean we do not do the analysis on the changing patterns of practice across all of these areas 
that we deal with all of the time. The advice we provide to the minister is based on all of that 
work that we do. It is not correct to say that. I do not use the word 'modelling', I use the word 
'analysis'. We analyse a whole lot of things.  

Senator LAMBIE:  Okay.  
Mr Bowles:  We do that all of the time, and the advice we provide to ministers and 

governments of all persuasions is based on that analysis of the activity patterns over long 
periods.  

Senator LAMBIE:  Would you be able to table those documents and that advice?  
Mr Bowles:  No; it is advice to government.  
Senator GALLAGHER:  Are you not in a position to table it? Not the advice around that 

analysis, just the analysis you have done?  
Mr Bowles:  No. It goes to the makeup of advice to governments.  
Senator GALLAGHER:  Could you pull out the figures that you have done without 

actually saying what you told the minister about those figures? 
Mr Bowles:  That is difficult. It would create all sorts of other problems.  
Senator GALLAGHER:  I think the issue we are struggling with here is that there is a 

reduction of $650 million, and the answer we are getting back from the department is that you 
expect no change to occur because of that withdrawal of $650 million. From my point of 
view, I am struggling to accept that there would be no change from withdrawing $650 
million.  

Mr Bowles:  We are talking about something that has just happened and so we cannot 
prove it one way or the other at the end of the day. It is based on the advice and the analysis 
that we might do.  

Senator GALLAGHER:  We will not see.  
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Mr Bowles:  It has not happened yet.  
Senator LAMBIE:  If we do not want to do this friendly, we can make an order for the 

production of documents and get those documents. I am sure we will have the numbers. I am 
giving you a free ride here to take that to start with. I am playing the friendly thing. Otherwise 
I will just put in that order for production of documents. That is where I am heading for here.  

Mr Bowles:  I am trying to give you the advice around what we are actually seeing. I am 
being very open with this. If I talk about the MBS indexation issue, which was always talked 
about in the context of the freeze and what the impacts are. What we have actually seen is that 
the bulkbilling rate is still marginally going up, even with all of the issues around freezes and 
the like.  

When we do the analysis of different movements in different things—and what we are 
talking about in this particular case is the bulkbilling incentive payment, not the bulkbilling 
rates themselves—what we are saying is that we have seen no evidence that would suggest 
the bulkbilling rates will change.  

Senator GALLAGHER:  But the incentive payment was to increase or maintain 
bulkbilling rates.  

Mr Bowles:  It was to increase it. Sorry, increase or maintain.  
Senator GALLAGHER:  It is not just about increasing. I know the evidence from 

officials today has been about no noticeable increase. An equal motivator behind that 
incentive payment was to maintain bulkbilling rates. An acknowledgement that you wanted to 
maintain it. I cannot accept the department just saying that because it did not noticeably 
increase bulkbilling rates then it was not needed anymore, when one of the motivations was to 
maintain bulkbilling rates, which it has.  

Mr Stuart:  It is more about looking for bang for the buck in the health system. Are these 
payments among the areas where there is significant expenditure without direct health 
outcomes, and looking for areas like that when the government wants to spend significant 
new funds on things like hepatitis C medicines and things of that kind. As a little bit of 
additional perspective, you mentioned the number $600 million. In the pathology area, the 
bulkbilling incentives account for about 4.5 per cent of total Medicare pathology spending. 
Just as a sense of scale. 

Senator DI NATALE:  That is still a five per cent reduction to a business. The only way 
in which it can be conceived of that you are not going to see a drop in bulkbilling rates is if 
you are seeing that five per cent going straight into the pockets of pathologists and that they 
can absorb those costs. There is no other way to understand it except through that prism, is 
there? Unless I am missing something. I am reading between the lines of what you just said. 
You are taking $650 million, which is five per cent of the income of a— 

Mr Stuart:  It is 4.5 per cent.  
Senator DI NATALE:  You are saying there is going to be no change to bulkbilling rates. 

The assumption that underpins that is that that is money that is going into the pockets of 
pathologists and therefore they can absorb it because it is cream on the top, if you like. I am 
just trying to cut through all of this. There is no other conceivable way of understanding that it 
will not— 
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Mr Bowles:  I think that is a colourful way of describing what we have said.  
Senator DI NATALE:  Is it accurate? 
Mr Bowles:  I would not put it in that sort of context. Government is faced with decisions 

all the time about where to spend money.  
Senator DI NATALE:  Yes, I know. I understand that.  
Mr Bowles:  That is where we are.  
Senator DI NATALE:  Yes. You gave the example of indexation and the fact that 

bulkbilling has not changed as a result of changes to indexation. The big difference with 
indexation is that it is a slow creep. It is not a sudden hit taking $650 million out of the 
pockets of pathology providers. I think the analogy does not follow. I would be interested to 
see what indexation will do to bulkbilling rates if we project into the future and take five per 
cent off the income of GPs at some point down the track. Let's park that one. Just to be clear, 
you have looked at bulkbilling rates. You are assuming there will be no change to bulkbilling 
rates? Is that right? I missed the start of the conversation.  

Mr Stuart:  We have not said categorically there will be no change. We do not see the 
kind of significant changes that are being talked about.  

Senator DI NATALE:  Let us just be clear and unpack it all. Your version of 'significant' 
and my view of 'significant' may be very different. What are we talking about here? Are we 
talking about a per cent or two? What is 'significant' to you? 

Mr Stuart:  The department does not see a need for the pathology bulkbilling rate to move 
very much at all. It has been at 98 per cent for out-of-hospital MBS for a long time before and 
after the payment of this incentive.  

Senator DI NATALE:  Yes, but you couple that with the freeze in indexation. This is a 
top-up to that. These impacts are cumulative.  

Mr Stuart:  There are other things going on at the same time. I might just mention a 
couple of them. This does not all just happen in an otherwise steady state market. The number 
of patients has increased from 11.5 million to 12.8 million per year in the last five years. The 
number of services delivered has increased from 109 million to 129 million during the same 
five-year period.  

Senator DI NATALE:  Is that not based on population growth? What do you attribute that 
to? 

Mr Stuart:  Population growth is a part of that.  
Mr Bowles:  It will not answer all of it.  
Mr Stuart:  Not to that extent. The benefit paid has increased from $2.1 billion to $2.55 

billion over that period. The average benefit paid per patient has risen from $183 to $199 in 
that period. That is not adjusted for inflation.  

Senator DI NATALE:  Could that reflect a change in the sorts of tests that are being 
done? Are more expensive tests being done? 

Mr Stuart:  Exactly.  
Senator DI NATALE:  Why does that follow on? It may cost more to do that test and 

therefore the reimbursement reflects the costs. The way you have presented that it sounds like 
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patients are getting more money for the same service. It just might be a shift in the sort of 
profile of service mix.  

Mr Stuart:  That is right. There is a shift in the mix towards more expensive services.  
Senator DI NATALE:  Again, that does not seem to me to be addressing that broader 

issue. If the argument is that those costs are reflected by the fact that the changes in what is 
being delivered cost more to deliver— 

Mr Stuart:  What I am saying overall is this is a high volume business in which volumes 
are growing significantly. It is also a high technology business in which the higher the— 

Senator SMITH:  The costs should be falling, should they not? 
Mr Stuart:  Costs do fall in this area. That is why they have been able to sustain a frozen 

rebate system for a significant period.  
Senator LAMBIE:  So, you have done no modelling. We have established that. The 

pathologists will be out of pocket by close to five per cent. Is that correct? What guarantee 
can you give me that that five per cent is not going to be passed on to the consumer to pick up 
that cost? What safeguard do you have that the consumer is not picking up that cost?  

We all know what happened with the GP co-payment when you said you were going to put 
a $6 or $7 GP co-payment on, and the doctors said they would pass those costs straight on to 
the consumer. That got flipped straight out. What is the difference between that and your $7 
co-payment that was introduced last year? 

Mr Stuart:  The secretary was moving towards talking about what actually did happen 
with general practice. There are a lot of very similar themes here, and I think you are right to 
draw it out. What we hear from the concerned businesses involved is that they will either go 
backwards or they will take it out of patients, that they will stop bulkbilling, people will be 
queuing at public hospitals, people will be going without, people will be getting sick and so 
on. Yes, it is exactly the same set of lines that are being run.  

Senator LAMBIE:  Yes, but you would not know that, because you have done no 
modelling.  

Mr Stuart:  What have seen in the general practice area— 
CHAIR:  Allow Mr Stuart to answer, please, Senator Lambie.  
Senator LAMBIE:  I would, but he is misleading.  
Mr Stuart:  What have seen in the general practice area is that bulkbilling rates are 

continuing to rise in general practice in line with the previous trend.  
Senator LAMBIE:  Can you give me a guarantee that no extra Australians will die 

because of the $650 million worth of cuts? 
Mr Bowles:  We are not going to get into— 
Senator LAMBIE:  No, because you have done no modelling.  
Mr Bowles:  Again, I have answered this question to you a number of times now. You 

have used the word 'model'. I use the word 'analysis'. We do significant analysis.  
Senator LAMBIE:  If you produce those documents to us we will not have to go over and 

over this thing. You do not want to do that for whatever reason.  
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Mr Bowles:  Because it is about advice to government.  
Senator LAMBIE:  No, it is because you are hiding something. That is what it looks like. 

Let's be honest.  
CHAIR:  Senator Lambie, Mr Bowles has now answered this question several times. I am 

not sure it is going to be productive to pursue this. You have made your views known. Mr 
Bowles has made it very clear what the position of officials is on this particular advice. I 
would ask you to perhaps move on to other areas.  

Senator LAMBIE:  I have one more question. Senator Nash provided a response to my 
question without notice on behalf of the Health Minister, Sussan Ley. This response reached 
my office yesterday and in it the Health Minister urges patients to contact a number of 
providers to compare costs prior to receiving a service. In fact, it seems to me that Health 
Minister Ley's policy solely depends on business competition within the pathology sector. My 
question to the minister is this: how does the government expect patients in rural and regional 
areas of Australia, like Tasmania, to shop for the best price for their cancer, diabetes checks 
and other medical tests when there is no competition or scope for competition in rural and 
regional Australia? 

Senator Nash:  Firstly, just to reiterate the comments from Mr Stuart—which I think are 
very important—with the actual example we have around the freeze on the indexation issue 
for those Medicare payments. There was concern at the time when that freeze was continued 
that that would have an impact on bulkbilling rates; that they would drop. Indeed, as Mr 
Stuart has indicated to you, those rates are still increasing in spite of those concerns at the 
time. We have a concrete example of concerns around reduction of bulkbilling rates that 
turned out not to be the case.  

In relation to this funding arrangement, as I indicated to you in the Senate, the government 
does need to make some difficult decisions about budget repair and about making sure we are 
managing the economy well. In relation to this particular issue, the money that was being 
spent as the incentive to increase the bulkbilling rates was not increasing the bulkbilling rates. 
Over the period of time—and there was nearly half a billion dollars that was spent on this—
the rate from pathology for bulkbilling rates went from 86.3 per cent to 87.6 per cent—a 1.3 
per cent increase.  

Others might have a different view, but the government does not believe that that is 
appropriate use of taxpayers' funding in an economic climate that is very difficult. In relation 
to your question about rural and regional Australia—and I understand it as well as anybody in 
this building—coming back to Mr Stuart's original comments, the analysis that has been done, 
even if you do not take competition necessarily as part of that, indicates that the bulkbilling 
rates will not be reflected in the actual changes to practice. That is not expected.  

Senator LAMBIE:  Let me get this right. What you are saying to me— 
CHAIR:  We will have to wrap it up here.  
Senator LAMBIE:  Sorry, just one more question. Because there is no competition or 

scope for competition in rural and regional Australia, that is not going to make them any 
worse off? Is that what the Nationals are trying to tell me right here? Fair go.  

Senator Nash:  What I am telling you is that the individual per item payment—and I stand 
to be corrected; these are rough figures—to the pathology providers themselves is around $1 
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to $3 per pathology item. That is $1 to $3. As I have indicated to you, analysis has been done.  
There has been a lot of scaremongering around this. But I come back also to the fact that the 
government has to make decisions about spending taxpayers' dollars wisely and we do not 
believe that a half-a-billion-dollar outlay for a one per cent increase in bulkbilling rates where 
we are seeing those payments go direct to the providers is appropriate use of taxpayers' 
funding.  

Senator LAMBIE:  Would you be happy to produce those documents, Minister? Or do I 
have to do a production of documents and we have to play the game? We would all like to see 
that and we would like to analyse it ourselves; that is why we are senators.  

Senator Nash:  I do not have those documents that you are referring to. You are referring 
to the ones about analysis— 

Senator LAMBIE:  I am talking about the analysis, I am talking about what Mr Bowles 
what talking about.  

Senator Nash:   I do not have those. I cannot provide them to you. I do not have those 
documents.  

CHAIR:  I think we have gone over this and you have had a pretty decent chunk of time, 
Senator Lambie. I will wrap that up. I will move to other senators. Senator Moore with a 
follow-up question and then I will be looking to go to Senator Di Natale.  

Senator MOORE:  You gave us some very detailed analysis of the data and the growth in 
services and so on. Can that be actually refined to show what services and tests are done? 

Mr Stuart:  To be broken down by kinds of tests? 
Senator MOORE:  Yes.  
Mr Stuart:  To the extent that the expenditure of the rebate reflects different kinds of tests.  
Senator MOORE:  If you take that on notice and see.  
Mr Stuart:  There is the confounding issue of the coning, which I think we probably 

talked about the year before.  
Senator MOORE:  The very confounding issue of the coning, yes.  
Senator DI NATALE:  What is the coning? 
Senator MOORE:  I was not going to open it. You actually opened it, Mr Stuart.  
Mr Stuart:  With that qualification, I would be very happy to take the question on notice.  
Senator DI NATALE:  Coding or coning? 
Mr Stuart:  Coning.  
Senator MOORE:  Coning.  
Senator DI NATALE:  The department is getting up to activities I had never thought were 

possible.  
Senator MOORE:  It makes my head spin.  
Mr Stuart:  Just in brief, as a result of— 
Senator MOORE:  If we could just get from you as much as we can. One of the issues has 

been what kinds of tests people are having. Everyone is raising whether some of the particular 
health tests that we have actively encouraged people to have would be caught up in this 
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process. As much data on that would be very useful, and then you can give me a page on what 
'coning' means and how it works. That would be very good.  

CHAIR:  I would just remind senators that we are about an hour and a half past where we 
were meant to be in terms of Outcome 5, which we were due to start at 11:55. I would draw 
that to the attention of senators as they are framing their questions, because there is a lot to get 
through later on this evening. Senator Di Natale.  

Senator DI NATALE:  I have one more follow-up question, which is more a question of 
the mechanics of how this change would occur. Is the Medicare Benefits Schedule changed 
through regulation? 

Mr Bowles:  Yes.  
Senator DI NATALE:  Is it a regulatory change through— 
Mr Bowles:  Yes.  
Senator DI NATALE:  I am thinking about what may happen in a future parliament. Is the 

whole schedule tabled? Is that what happens? 
Mr Stuart:  Not necessarily. It is a decision of the minister as to whether changes like this 

are separated out from the whole pathology and DI tables or whether they are included in 
those tables. 

Senator DI NATALE:  So, it could be done separately or together? 
Mr Stuart:  Or together, yes. 
Mr Bowles:  We talked a bit this morning about the disallowable instrument. 
Senator DI NATALE:  Yes. That is what I was getting at. I think that is it. Someone will 

be proven right at some point in time. 
Mr Bowles:  That is right. 
Senator DI NATALE:  We will look forward to having these conversations saying you 

were right. 
Mr Bowles:  I cannot wait. 
Senator DI NATALE:  Or there will be some tough questioning I think in a little bit of 

time. 
Mr Bowles:  Yes, I think so. 
CHAIR:  Senator Gallagher has some questions for Office of Hearing Services. 
Senator GALLAGHER:  Yes. There is a changing of the guard. I have a few questions in 

relation to the complaints statistics published by the Office of Hearing Services. Can you 
provide some details on the issues that were raised in the complaints from providers and 
members of the public? 

Ms Duffy:  I will just find that information. There are a number of categories that we 
classify the complaints under, both for client complaints and provider complaints. It might be 
easier if I provide that broken down on notice, but we received 22 client complaints in the last 
quarter, October to December 2015. The majority of those were around client expectations 
about the level of service not being met. So, clients having an expectation before they went in 
to receive the service and for whatever reason that was not delivered. It was mostly around 
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the hearing device not restoring their hearing. Many people think that because they have a 
hearing device it will restore their hearing like glasses, and that is not the case. 

In terms of the provider complaints for the last quarter, we received 10, and the majority of 
those were around advertising and marketing. 

Senator GALLAGHER:  By non— 
Ms Duffy:  They were complaints lodged by hearing service providers. 
Senator GALLAGHER:  About other people? 
Ms Duffy:  Other providers. 
Senator GALLAGHER:  About colleagues? 
Ms Duffy:  Yes. 
Senator GALLAGHER:  All of those 10? 
Ms Duffy:  No, the majority of them. 
Senator GALLAGHER:  The majority. 
Ms Duffy:  It is very competitive. 
Senator GALLAGHER:  I can see it is a cutthroat business. 
Ms Duffy:  It is. 
Senator GALLAGHER:  Watch out. Can you update the committee on the current status 

of the proposed privatisation of Australian Hearing? 
Ms Duffy:  The scoping study? 
Senator GALLAGHER:  Yes. 
Ms Duffy:  The details of the scoping study and any consideration is the responsibility of 

the Finance minister and we understand that there has been no decision as yet. 
Senator GALLAGHER:  But were you involved? 
Ms Duffy:  Yes, the department was involved. 
Senator GALLAGHER:  To what degree? Can you just explain briefly the role? 
Ms Duffy:  Yes. We were involved in a number of ways. We had some input through the 

steering committee. We had a member on the steering committee and we also provided data 
and information to PricewaterhouseCoopers, who were the consultants undertaking the 
scoping study. We also provided some contact details of who the consultants wished to talk to 
as part of their consultation process. 

Senator GALLAGHER:  But from your point of view, your work in that has finished? 
Ms Duffy:  Yes. 
Senator GALLAGHER:  The scoping study has finished and it is with the finance 

department? 
Ms Duffy:  It is with the finance minister. 
Senator GALLAGHER:  It now goes through the budget process? 
Ms Duffy:  The finance minister, in May last year, announced in a media release just 

before the budget that he wanted some further consultation done, which is being completed, 
and that he would consider that in the context of the scoping study report that was delivered 
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by PricewaterhouseCoopers. Our understanding is that the decision has not been made by the 
finance minister yet. 

Senator GALLAGHER:  Did you see the final PWC report? 
Ms Duffy:  All the steering committee members had a copy of the report. 
Senator GALLAGHER:  So, you did have a copy of the report? 
Ms Duffy:  Yes. 
Senator GALLAGHER:  Which has formed the basis of presumably the majority of the 

scoping study? 
Ms Duffy:  Yes. 
Senator GALLAGHER:  Are you going to tell me what it said? 
Ms Duffy:  No. It belongs to the finance minister. 
Senator GALLAGHER:  In terms of people that were involved in the consultations, I 

think you said that you put PWC in touch with different organisations? 
Ms Duffy:  Each department that was involved in the scoping study made suggestions to 

the Department of Finance, which was the lead on the work, and then between the 
Department of Finance and PricewaterhouseCoopers they selected who they would go and 
talk to. It is fair to say that they only took a subset of the ones that we put forward. I did 
provide, as a question on notice I think last estimates or the estimates before, a listing of 
people who had been consulted. I am happy to provide that again. 

Senator GALLAGHER:  That is fine. I can have a look at that. Thank you. We will wait 
and see. 

Ms Duffy:  Yes. 
CHAIR:  Is that all in this outcome or is there another part to this outcome that you wanted 

to explore before we move on to outcome 5? 
Senator GALLAGHER:  That is it for me. I cannot speak for other members. 
CHAIR:  Senator Di Natale, did you have anything else for this outcome? 
Senator DI NATALE:  No. 

[14:40] 
CHAIR:  That being the case we are finished with outcome 3. Thank you very much. We 

will now move to outcome 5, Primary Health Care. Who would like to kick off? 
Senator GALLAGHER:  I can. 
CHAIR:  You go ahead. 
Senator GALLAGHER:  I will start. At the last round of estimates I think questions were 

asked about the final or the total cost of closing the Medicare Locals. At the time I think the 
answer was that the department did not know the final costs of the termination process until 
after final acquittals had been completed. My question is—and I think that was around seven 
months ago, or it has been seven months since those Medicare Locals were wound up—is 
there a final figure associated with the cost of closing the Medicare Locals and establishing 
the 31 new PHNs? 
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Mr Cormack:  Yes. The total cost is $44 million for winding up the Medicare Local 
program. 

Senator GALLAGHER:  What is that broken down into? 
Mr Cormack:  I will just get some details on that, but that includes the process of winding 

up effectively 60 organisations, dealing with the staffing redundancy arrangements, any 
outstanding contractual issues they may have entered into, leases and all of those sorts of 
things. That is basically the net figure. I think at the last hearing there was an estimate on the 
table of $112 million, but obviously we had a fair way to go. 

Senator GALLAGHER:  Was that your estimate of the cost? 
Mr Cormack:  That was the estimate. 
Senator GALLAGHER:  So, you have brought that in under? 
Mr Cormack:  Yes. It came in a lot less than the estimate that was provided at that time. 
Senator GALLAGHER:  I have not heard about that $102 million. 
Mr Cormack:  It is $112 million. 
Senator GALLAGHER:  I am sorry. So, the additional costs of winding up these came in 

at a third of the estimate that you had made yourself or that you had come up with? 
Mr Cormack:  That is right. 
Senator GALLAGHER:  Can I get a breakdown of that $44 million? I am sure you are 

prepared for that. 
Mr Cormack:  We will have to take that on notice. 
Senator GALLAGHER:  So, you do not have that information? 
Mr Cormack:  We do not have a full breakdown by individual line item, but we can get 

that for you. 
Senator GALLAGHER:  So, the 60 organisations have become 31 PHNs? 
Mr Cormack:  Yes. 
Senator GALLAGHER:  The vast majority of those came from Medicare Locals 

rebadged? 
Mr Cormack:  They formed alliances with other organisations, but that is right. The 

majority of the 31 had been previously associated with the former Medicare Locals. 
Senator GALLAGHER:  Is that true for all of them, all 31? 
Mr Cormack:  No. 
Senator GALLAGHER:  Can you tell me what proportion of the 31 are rebadged 

Medicare Locals? 
Mr Cormack:  I will need to just get the figure. I think it was 26 or 27, but I will just need 

to confirm that. 
Senator GALLAGHER:  So, a very small number, three or four, are completely new 

organisations? 
Mr Cormack:  That is right. 
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Senator GALLAGHER:  I have read somewhere there are some issues around calling 
them Primary Health Networks. 

Mr Cormack:  Yes. 
Senator GALLAGHER:  Is that right? 
Mr Cormack:  There has been a legal matter brought on by Primary Health Care Limited, 

which had sought to trademark that name. There is an ongoing court matter. It is part-heard 
and not yet completed. The government is contesting that and is also doing that on behalf of 
the states and territories as well, because of the attempt by Primary Health Care Limited to 
use the term 'primary health care' and make that a protected or a trademarked title. It has been 
a reasonably ongoing kind of piece with Primary Health Care Limited, but at this stage it is 
part-heard. 

Senator GALLAGHER:  So, is the advice which went out to tell providers that they could 
not use the term 'primary health network' in branding or marketing still in place pending— 

Mr Cormack:  We have advised them that they should use the term PHN in their material. 
The Commonwealth has a copyright application there for PHN. Until this matter is resolved 
we have recommended that they use the term PHN in their formal business titles. 

Senator GALLAGHER:  Are all of the contracts in place for the PHNs now? 
Mr Cormack:  Yes, they are. 
Senator GALLAGHER:  How long are they funded for? 
Mr Cormack:  Three years. 
Senator GALLAGHER:  So, they get operational funding to be a PHN and then there is a 

top-up of the payments that come in? 
Mr Cormack:  That is right. In 2014-15 they had establishment funding, and then really 

from that point forward they get a mixture of operational funding, which is for their core 
functions and operations. They also get flexible funding, which is to be applied for locally 
identified or regionally identified activities and measures and we are also— 

Senator GALLAGHER:  Is that to the flexible funds or that is another flexible funding? 
Mr Cormack:  It is not affected by your previous line of questioning. 
Senator GALLAGHER:  Are there two flexible funding— 
Mr Cormack:  It is a different flexible fund. These are funds that are flexible for the 

PHNs, but they are a different sort of flexible fund than the flexible fund conversation that 
we— 

Senator GALLAGHER:  It might need a new name. 
Mr Bowles:  What about the funding is flexible as opposed to the flexible funding? 
Mr Cormack:  That is correct. 
Senator GALLAGHER:  It is not a capital 'F' for either of those? 
Mr Cormack:  No. It is a different pool, and there is also program funding that we are 

rolling out as well. 
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Senator GALLAGHER:  With the whole exercise of taking the Medicare Locals and 
reconfiguring them into PHNs, have you done what is the total cost of that exercise, when you 
have added it all up? Because you had a review. 

Mr Cormack:  On top of the answers given previously, $12.9 million has been expended 
to shore up the establishment costs of the new organisations. That is the only additional cost 
that we have incurred. 

Senator GALLAGHER:  So, the $44 million includes the work that was done and which 
predates my time in this place, to look at how to move from 60 to 30? 

Mr Cormack:  Yes, that is right. 
Senator GALLAGHER:  That is in that? 
Mr Cormack:  The $44 million is the wind-up costs and there are establishment costs of 

$12.9 million for the PHNs to get themselves established. 
Senator GALLAGHER:  In terms of the roles they perform, the big difference I noticed is 

for some it is about geographical size and lining up with the hospital networks. 
Mr Cormack:  Yes. 
Senator GALLAGHER:  Other than that, is there any change really to what they do? 
Mr Cormack:  Yes. There is a very significant change. There are a couple of differences. 

Obviously as you mentioned, there is a smaller number with a bigger catchment area. They 
are aligned with the LHN boundaries. The main difference is that they undertake a 
commissioning role. The former Medicare Locals undertook a range of contracting functions 
and they also undertook direct service delivery. Many of the former Medicare Locals, in 
addition to their overarching kind of coordinating planning and integrating role with the 
primary healthcare sector, actually ran and delivered services. Under the new arrangements 
that direct service delivery function ceases and they become commissioners. I guess 
commissioning is really a more strategic approach to procurement, and so the PHNs need to 
do a very detailed needs assessment population health planning. They need to do a detailed 
market analysis and then they are required to go out to the market to test the market for the 
particular services that they will be commissioning. That is quite a different feature to the role 
undertaken by the Medicare Locals. 

Senator HEFFERNAN:  Do you have a spare knee? 
Senator GALLAGHER:  I am sorry? 
Senator HEFFERNAN:  Do you have spare knees? 
Senator GALLAGHER:  No. 
Senator HEFFERNAN:  I need a new knee. 
Senator GALLAGHER:  You are not going to find it in a Primary Healthcare Network. 

You will have to wait for acute care. 
CHAIR:  Thank you, Senator Heffernan. Welcome to the committee! 
Senator DI NATALE:  I think the knee is the least of your problems! 
Senator HEFFERNAN:  Yes? What are the biggest of my problems? If you want to chuck 

shit at me, son, I'm ready to go! 
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CHAIR:  I will go back to Senator Gallagher! 
Senator GALLAGHER:  In terms of the commissioning role, what expertise do these 

PHNs have in that? Considering it is a new role, how are you going to guarantee there is— 
Mr Cormack:  A number of them have got quite good skills in this area already, because 

part of the commissioning role, which is the needs assessment population health planning—
many of the Medicare Locals were very active in that. They worked very closely with either 
the jurisdictions or the existing state and territory run services in their area. Many of them 
have already got that skill. Also, a number of the former Medicare Locals that have now been 
transitioned to become PHNs had quite significant experience with contracting services. So, 
some are reasonably well developed and others not so. We have certainly engaged some 
additional assistance to support them to develop their commissioning skills. We have also 
provided them with very significant new data sources and information sources. 

Senator GALLAGHER:  Where did you get that from? 
Mr Cormack:  A combination of Commonwealth data sets. We have provided them with 

tailored ABS data, MBS, PBS, aged care workforce, and we will also be looking at hospital 
admission data. That will be analysed in a way that they can have a far greater understanding 
of the needs of the population they are serving, the level of service provision that is in place, 
and they will be able to use those tools to plan their primary healthcare services, particularly 
with a view, obviously over time, to reducing the burden on the hospital system by better 
primary healthcare. To do that sort of work you clearly need to have good datasets available, 
and that has been a very significant focus of the department, to build up its analytical and data 
skills and apply them in areas such as this so 31 PHNs will have access to good-quality 
datasets. 

Senator GALLAGHER:  Have they all got that now? 
Mr Cormack:  They have most of that now. We had a national meeting a couple of 

months back, and they have been provided now with the first addition of a portal that will 
enable them to access all of that key information from nationally consistent datasets and to 
use that data to plan and commission their services. 

Senator GALLAGHER:  Have they been provided with guidance about the use of that 
material and appropriate safeguards? 

Mr Cormack:  Yes. 
Senator GALLAGHER:  Is that going to be standard across the PHN? 
Mr Cormack:  Yes. There will be two levels. In fact, most of it you can go to the website 

and find it. It is there now. So a lot of it is just publicly available information that has been 
grouped into the PHN kind of geography. There are also some selected datasets that are not 
publicly available that enable each PHN to do more refined planning. We have provided 
guidance and support for them to use that information and we have also invested in some 
additional capacity building so that they can build their skills in that area. Many of the staff of 
the PHNs have good population health planning skills, anyway. This just gives them the 
datasets to help them to turn that into evidence based commissioning. 

Senator GALLAGHER:  With the expansion of the role and function of the PHNs, do 
you understand what the increase will be in the numbers? 
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Mr Cormack:  The numbers? 
Senator GALLAGHER:  In the staff in the PHNs, and will it vary? Are you going to have 

small PHNs and big PHNs or are they all going to be pretty— 
Mr Cormack:  They will vary, because some of them cover huge areas but a relatively 

small population. We will provide them with funding that is commensurate with their size and 
their needs. Part of their core funding is to have the necessary infrastructure in place to be 
able to do that work. 

Senator GALLAGHER:  From my reading where they are heading you are devolving 
some of the responsibilities that the Department of Health had into these PHNs. The risk is 
you create 31 mini departments of health across the country. What overarching responsibility 
does the Department of Health have for governance and quality, standards and consistency 
across these PHNs? 

Mr Cormack:  That is a good question. I guess at the highest level we have a common 
contracting framework that specifies the way they are to operate, their standards for 
governance, some of their core organisational responsibilities in terms of having appropriate 
governance mechanisms in place at a local area, ensuring that there is appropriate community 
input and that there is appropriate professional input, representation from Aboriginal and 
Torres Strait Islander communities and all the different kinds of public and private providers 
in their area. So, there are governance requirements. 

When we get down to some of the program funding, certainly that program funding will be 
reflective of the Commonwealth's program priorities in those areas, and we will probably talk 
about that further in the hearing There will certainly be a very clear expectation about what 
the program is for. It is not an open slather for PHNs to be given a large amount of money and 
then simply do what they want. 

What we are attempting to do is to transition a number of Commonwealth programs away 
from a centralised contracting and commissioning role that is very Canberra focused to one 
that is much more responsive to the regions in which the PHNs operate. 

Senator GALLAGHER:  I do not disagree with the idea. I think it is all in the 
implementation and delivery, is it not? 

Mr Cormack:  That is right. 
Senator GALLAGHER:  We will no doubt have more on that. 
CHAIR:  I might leave it there for you for a while, Senator Gallagher, and go to Senator 

Siewert. 
Senator SIEWERT:  One of the issues of deep concern that has been raised with me is 

from people working in Aboriginal health. The concern in particular is that a lot of funding 
that would have gone directly to Aboriginal health organisations may be then directed via the 
networks rather than going direct to Aboriginal health organisations. Have you heard that 
concern? Is there foundation in that concern and can you reassure these organisations that in 
fact that is not the case? 

Mr Cormack:  We have heard that concern. I think it is important to note that most PHNs, 
and indeed many of their predecessor organisations as Medicare Locals, were very active in 
their partnership arrangements with the community controlled health sector, anyway. In a 
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sense, in bringing a number of those services under the PHN commissioning framework it is 
really just to transition from the Medicare Local to the new PHN world. But over time or 
certainly as the PHNs build up their relationships—many of them have very good 
relationships with the local community controlled sector, and that is certainly a requirement 
that we would have of them, that they build those relationships—and then those relationships 
can be used to commission some Aboriginal specific/Indigenous specific services over time. 

Senator SIEWERT:  So, you do envisage these organisations delivering Aboriginal health 
services? Is that what I just heard? 

Mr Cormack:  No. They are not delivery organisations, just to make that clear. There is a 
very sharp distinction between the former Medicare Locals and the PHNs. The PHNs are 
commissioning agencies. They will be funding organisations in their region and in some cases 
including the Aboriginal community controlled health sector. 

Senator SIEWERT:  Is it envisaged that funding that would have normally gone straight 
to Aboriginal health organisations will go via the networks to commission Aboriginal health 
organisations? 
Ms Cole:  There are two particular streams that the government announced in funding, both 
the ice response and the mental health response. There is a particular stream of money set 
aside specifically for Indigenous purposes. In those cases, the PHNs will be commissioning 
appropriate culturally safe services for Indigenous people for that funding.  

Senator SIEWERT:  I will address that and I want to come back to a broader issue. Why 
was the decision taken not to go for the specific Aboriginal and Torres Strait Islander 
component? Why was the decision made to go to the networks to do that rather than engage 
directly with Aboriginal health organisations? 

Ms Cole:  In a sense, both options that you have described happen. There is also funding 
that is available already through other sources for both alcohol and drugs.  

Senator SIEWERT:  I understand that. I  am talking specifically about the new 
announcements.  

Ms Cole:  The new announcement was a decision by government.  
Senator SIEWERT:  These are obviously issues to pursue with the minister around that 

issue. Why was that decision taken? The Prime Minister's comments of today talking about 
working with Aboriginal organisations rather than doing to Aboriginal organisations are 
ringing in my ears.  

Senator Nash:  I was talking to the secretary about the direct funding to the Medicare 
Local.  

Senator SIEWERT:  I am not going to be encroaching on Senator Rice here and she will 
ask about mental health. I am asking about the bigger picture decision to direct that 
component of funding from the ice taskforce response funding and the mental health funding. 
There is a component that is specifically for Aboriginal and Torres Strait Islander 
communities. Why was the decision made to include that with the broader funding going to 
the networks rather than working directly with Aboriginal health organisations? 

Senator Nash:  It is a good question. Everything we did around the funding for how we 
were going to respond to the ice taskforce and the issue broadly was really carefully thought 



Page 90 Senate Wednesday, 10 February 2016 

 
COMMUNITY AFFAIRS LEGISLATION COMMITTEE 

through. One of the reasons raised, and has a lot of merit, for not directly funding the 
ACCHOs was that we do not have them everywhere and they do not have coverage right 
across the country. I think there is a very clear understanding, which I certainly have, that the 
community controlled health sector is very well equipped in terms of delivering services in a 
culturally competent way and in a way that is appropriate for the sector. I think there is a very 
strong understanding that a lot of it may well go through those ACCHOs if they are 
appropriate, but one of the main reasons we did not do this directly is some areas would have 
missed out because there simply were not ACCHOs in those regions.  

Mr Cormack:  We will get to mental health later, but this is just relevant to your question: 
it was a conscious decision of government in the 26 November response to the National 
Mental Health Commission report to make regional integration of services a centrepiece of 
that. Included within the elements of the government's response to the Mental Health 
Commission report was a specific element focused on Aboriginal and Torres Strait Islander 
healthcare provision. It would have been inconsistent to do other than have that new funding 
part of the integrated regional framework that is so much a part of the government's response 
to the National Mental Health Commission report.  

The commissioner actually recommended a more regionally focused and integrated 
approach. The government has the PHN network and framework already in place. For new 
services, it was clearly a logical and appropriate way to do that to ensure that the mental 
health services, both mainstream and Indigenous specific, were integrated at a regional level. 
That was a policy priority and a policy decision of government.  

Senator SIEWERT:  I will leave that to Senator Rice to pursue. Thank you for that, but 
my colleague is the expert in that area. I want to come back to the broader issue of other 
Aboriginal health funding that may or may not then go through the PHNs. We have talked 
about those two specific responses. What other areas of funding for Aboriginal health may 
end up going through the PHNs? 

Dr Southern:  There were a number of programs under the Indigenous Australians Health 
Program that were being delivered through Medicare Locals and they were transferred to 
PHNs for the 2015-16 year. Someone has unhelpfully given me the acronyms but not the full 
titles of the programs, but in the most part the delivery of Indigenous access to mainstream 
medical was one of those that was delivered through Medicare Locals and picked up by 
PHNs. Chronic Coordination Support Services was a further program as well as the Medical 
Outreach, Indigenous Chronic Disease Program. Those programs were taken from Medicare 
Locals and directed through PHNs. There were then 10 PHNs which took on responsibility 
for delivering either primary health care for Aboriginal and Torres Strait Islanders and the 
Healthy For Life New Directions programs. They were in areas where we had not been 
previously able to identify a community controlled organisation that could actually deliver the 
primary healthcare services in those areas. Those programs transferred to PHNs. The direct 
funding of ACCHOs and 137 AMS services that were directly funded for primary health 
continue to be funded for primary health care. That does not go through PHNs.  

Senator SIEWERT:  You said they had been moved over for 2015-16.  
Dr Southern:  That is correct, yes.  
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Senator SIEWERT:  Are those programs that only have funding through there or is there 
further funding into the forward years? 

Dr Southern:  For those programs, they had funding contractual arrangements in place 
that would take us through the 2015-16 year. There will be approaches to market for the 
delivery of those programs for 2016-17 onward.  

Senator SIEWERT:  Was consideration given at the time instead of directly transferring 
those to the PHNs to actually then transfer them to the AMSs? 

Dr Southern:  I am not sure on that.  
Ms Cole:  We might have to come back to you.  
Senator SIEWERT:  Could you take that on notice? 
Ms Cole:  Yes.  
Senator SIEWERT:  This may also need to be taken on notice too. Was there an 

assessment of the implementation of those programs by the Medicare Locals to see if they had 
been effectively delivered and whether they could then be delivered directly by AMSs? 

Mr Cormack:  The contracting arrangement is shifting from Medicare Locals who were 
already involved in that space to PHNs. I do not believe we did a specific evaluation at that 
point in time of each of those programs to assess their readiness for transfer.  

Senator SIEWERT:  Whether they were being effective, not necessarily readiness for 
transfer.  

Mr Cormack:  Not directly. Those programs were not evaluated at that point in time 
necessarily because they were going to transfer from being delivered/contracted by Medicare 
Locals to PHNs. That was not the case. In terms of the overall transition approach of winding 
up the Medicare Locals and establishing the PHNs we are very conscious to ensure service 
continuity and that any existing local contracting arrangements in place through this first 
transition year which we are in at the moment, were carefully transitioned to ensure service 
continuity.  

Senator SIEWERT:  For each of those services, then, are they just funded for 2015-16? 
Dr Southern:  That is correct, yes.  
Senator SIEWERT:  So, for all of those programs you will be going out to market? 
Dr Southern:  Approaches to market; that is right.  
Senator SIEWERT:  Two follow-on questions. Given that they are Aboriginal programs, 

will they be going out to market rather than actually being delivered by Aboriginal health 
organisations?  

Dr Southern:  I think the answer to that question goes to the reasons why they were being 
delivered through Medicare Locals and then PHNs in the first place in that there were areas 
where at the time there were not perhaps Aboriginal community controlled organisations 
either in the area or sufficiently mature necessarily to deliver the programs. We need to test 
that now and that is why we will be undertaking that approach to market.  

Senator SIEWERT:  Approach to market is different from testing whether AMS is able to 
deliver it. I take it when you say 'going to market' it means putting it right out there. I am 
particularly conscious of today's statement on closing the gap, where the need for community 



Page 92 Senate Wednesday, 10 February 2016 

 
COMMUNITY AFFAIRS LEGISLATION COMMITTEE 

owned and delivered programs was very strongly emphasised. What change is going to be 
made to address the statement, the intent, to ensure that happens? It may be the minister that I 
need to be talking to, but is there going to be a change in the way that these programs are now 
to meet that intent rather than just automatically going out to market? 

Dr Southern:  I think it would be unfair to say that we are just automatically going out to 
market on this. The assessment and judgment is made about whether that is the appropriate 
thing to do. In some circumstances we may well reach a conclusion that we could target the 
approach and direct the funding, but in some circumstances we would still need to have that 
broader consideration of whether there are organisations in the regions that we are looking at 
who can deliver.  

Senator SIEWERT:  I understand that, and I take on board the point that you made about 
the 10. Maybe I misunderstood when you said 'went to market'. Did you say for those three 
programs that you would be going out to market? 

Dr Southern:  Yes, I did. What I am saying is that that would not have been an automatic 
leap, to say the funding ends this year and we are automatically going out to market. Rather, 
take a step back and have a look at what we are trying to deliver and how we are going to 
deliver it and then make the judgment what we do.  

Senator SIEWERT:  Is that what you are going to do? 
Dr Southern:  Yes.  
Senator SIEWERT:  I am aware of time so I will try to wrap up really quickly. In terms 

of other programs, is consideration being given to any other programs where the forward 
estimates may be coming to an end and that may then be put to the PHNs? 

Dr Southern:  Not that I am aware of, other than the programs we have been talking about 
this afternoon.  

Mr Bowles:  I would not rule it out. I think we have primary health networks out there now 
who are going to have an exceptional skill base around their region and commissioning for 
their region, and understanding the population and the burden of disease for their region. We 
need to take that into account when we are thinking about things into the future. While there 
is no list, the actual structure of PHNs now is such that they are quite valuable into the future 
about how we might look at health service provision where we think local input or regional 
input is fundamental.  

Senator SIEWERT:  I do hear what you are saying, but I suspect that will send shivers up 
the spines of a number of Aboriginal health organisations.  

Mr Bowles:  I am not talking about Aboriginal specific issues here.  
Senator SIEWERT:  I have been specifically talking about funding that may be currently 

going directly to Aboriginal health organisations then being put through this commissioning 
process.  

Mr Bowles:  Funding will continue.  
Senator SIEWERT:  That is worrying a lot of— 
Mr Bowles:  Funding will still continue to go to community controlled organisations as it 

has. Some will go through PHNs, as we are indicating. There will always be this balance 
across the sector.  
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Senator Nash:  I have been having a lot of conversations across the sector and I would not 
like people to be unnecessarily worried. I think there is a real recognition that in a lot of 
circumstances—and as I said earlier, I have been to a lot of regions and a lot of places—the 
community controlled sector is best placed to deliver services across a range of areas. You 
know as well as anybody, it is not always the case. There might not be a community 
controlled health service in a particular area. There might not be a particularly high 
presentation of Indigenous people to that community controlled organisation.  

I think it is a sensible approach to do what we are doing. I would not like people across the 
sector to be nervous about precluding community controlled services to be the deliverer of 
services. It is a process and the best placed providers will be put in place. As I said earlier, I 
think there is an expectation a lot of the time that that will be the community controlled health 
sector, but for those reasons that I have outlined we really think it is appropriate to do it this 
way. I would not like anybody in the sector—and I have been very clear to say this—to be 
unnecessarily nervous about the changes, because there is a real recognition for the good 
work that they do.  

Senator SIEWERT:  Thank you.  
CHAIR:  Are there other questions in this area? 
Senator GALLAGHER:  Yes, in outcome 5. I have some on mental health.  
CHAIR:  I was going to go to Senator Rice, I apologise. I will go to Senator Rice now, and 

then I will come to others.  
Senator RICE:  I wanted to begin with a noting in the MYEFO documentation under the 

section on mental health streamlining. This is anticipated to bring in savings of $141 million 
over the forward estimates. I am interested in some detail about exactly what the government 
is planning to achieve these savings. Can we start with that? 

Mr Cormack:  That measure is made up predominantly of out-year funding in two major 
program areas that are transitioning into the NDIS. The $141 million is largely comprised of 
unallocated future growth funding in the Partners in Recovery program as it transitions into 
the NDIS. It is money that had not been allocated. There were no service commitments or no 
service development planned. It was money sitting there. Also, the day-to-day living and also 
a small measure which had come to its conclusion, which is the National Perinatal Depression 
Initiative, a national partnership agreement which concluded in June 2015. They are the 
essential components of the $141 million measure that results from streamlining of programs.  

Senator RICE:  Is this $141 million saving being reallocated into other mental health 
programs? 

Mr Cormack:  The $141 million is a save. It was made up as I have described. All of the 
mental health investments are a combination of money that is already in the system plus some 
additional funding in relation to Aboriginal specific mental health service programs. There is 
some new funding of the order of $84 million. Without getting into another program area 
specifically, part of the additional funding under the ice package also has a specific target in 
that area. It is also new money that is going in many ways to sit alongside some of the mental 
health funding.  

Senator RICE:  I am not following, sorry. So, that $141 million is not being allocated into 
other mental health programs; is that what you are saying? 
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Mr Cormack:  I just need to clarify the question. Are you talking about the $141 million 
over four years? 

Senator RICE:  Yes. It was identified in MYEFO as savings from mental health 
streamlining.  

Mr Cormack:  That is right. That is as I have outlined it.  
Senator RICE:  Was that $141 million being reallocated into other mental health 

programs? 
Mr Cormack:  No. 
Senator RICE:  I am wondering how this is consistent with the government's commitment 

at the time of responding to the National Mental Health Review that funding for mental health 
would be maintained? We certainly understand there was not any extra money but that mental 
health funding would be maintained.  

Mr Cormack:  There actually was extra money. There was $84 million.  
Senator RICE:  You are adding $84 million and you are losing $141 million. That is a 

loss of funding.  
Mr Cormack:  It is money that had not been committed. It is money that was not 

supporting services. It was in the out years and, as I mentioned, also within the government's 
response to the ice taskforce final report there is additional funding that supports that area as 
well. I am happy to go through the government's response to the National Mental Health 
Commission line by line, but I have outlined for you that $141 million save. That is really all I 
can say.  

Senator RICE:  Yes. What you have clarified is that the $141 million is going into other 
programs that are not mental health programs, with the extra $84 million that is going into 
mental health. So, overall, over the forward estimates we have got $57 million less being 
spent on mental health programs.  

Mr Cormack:  The money has not been spent.  
Senator RICE:  No, but it was allocated.  
Mr Cormack:  Yes.  
Senator RICE:  It was supposed to be allocated.  
Mr Cormack:  I think I have outlined where that $141 million comes from.  
Senator GALLAGHER:  It is a budget cut.  
Senator RICE:  Yes. 
Mr Cormack:  I cannot be any clearer than that.  
Senator RICE: We have had some discussion about primary health networks in general. 

The government has indicated there will be key performance indicators attached to primary 
health networks to measure the impact that their commissioned services have on mental 
health and suicide prevention in their respective regions. Have these KPIs been developed 
yet? 

Mr Cormack:  Yes, a number of KPIs have been developed. I will just find that. There is a 
three-level performance framework for PHNs. At the highest level there are population 
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indicators. There are also organisational level indicators. There are four specific headline 
national indicators. One is potentially preventable hospitalisations. The second is childhood 
immunisation rates. Thirdly, cancer screening rates and mental health treatment rates. They 
are the national-level indicators. We also have a series of local indicators. These will be 
progressively developed with the PHNs through our formal planning processes. As I alluded 
to, we then have organisational indicators which are around governance, financial 
management, stakeholder management and the delivery of contracted, commissioned and 
direct services.  

Senator RICE:  So, the national indicators have been identified.  
Mr Cormack:  That is right.  
Senator RICE:  Did you say that the indicators for each of the PHNs are under 

development? 
Mr Cormack:  At the local level, yes. We are just working through those with the PHNs at 

the moment.  
Senator RICE:  Are they not completed yet? 
Mr Cormack:  They are not finalised yet.  
Senator RICE:  When will they be finalised? 
Mr Cormack:  They will be finalised over the course of the agreement with the PHNs. 

What we are trying to do with all of these, particularly the national indicators and the local 
indicators, is trying to draw upon existing national datasets. We had the AIHW in here before. 
As you would know if you are familiar with those reports, many of those measures are taken 
once every two years. Some might be taken annually and some more frequently. Generally 
speaking, those sorts of indicators are taken at a point in time.  

Senator RICE:  That is the actual data that you need.  
Mr Cormack:  That is right.  
Senator RICE:  The indicators do not need the data—  
Mr Cormack:  The point of the framework is that it is a performance framework. What we 

are doing through this policy measure is holding the PHNs to account for performance against 
those indicators. We need to make sure the data is right. We need to make sure the data is 
available, and we need to make sure that its measurement occurs within the time for which 
they are responsible for achieving the outcomes against which they are being measured.  

Senator RICE:  When will the PHNs indicators be finalised? 
Mr Cormack:  Broadly speaking, we have finalised the national indicators. So, we have. 

We have finalised the organisational indicators, and we have a list of indicators at the local 
level that are— 

Senator RICE:  Are they for the PHNs? 
Mr Cormack:  That is right. They are a subset of existing national indicators that are 

readily available and we will be populating that into their performance agreement. That is 
work in progress.  

Senator RICE:  When will that occur? 
Mr Cormack:  By July.  
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Senator RICE:  When are the PHNs commissioning services? 
Mr Cormack:  July is the commencement date for commissioning. This current year is the 

transition year and they are required to undertake their assessment—  
Senator RICE:  Will they have their finalised set of indicators before they begin 

commissioning services? 
Mr Cormack:  They will and they will also have a commissioning plan, which is based on 

their population needs analysis. That will be completed before the end of this financial year.  
Senator RICE:  Will these indicators be made public? 
Mr Cormack:  We would certainly encourage the publication of those sorts of indicators. 

It is public expenditure. We work with the sector to develop those indicators. Certainly, they 
should be made available. Indeed, a number of them are already made available through the 
My Community reports and those sorts of things.  

Senator RICE:  What is the process to hold the PHNs accountable to those indicators? 
Mr Cormack:  They have a funding agreement with us. There are a number of schedules 

to those funding agreements. Their payments and their performance are related to 
achievement of the specific elements.  

Senator RICE:  You are holding the purse strings. Is there community input into the 
development of those indicators at the PHN level? 

Mr Cormack:  Most of the indicators are already available. They are not new indicators in 
the main. That is the essence of making them meaningful; not to come up with a whole range 
of new indicators but to work with the existing— 

Senator RICE:  Will they be the same indicators for each PHN? 
Mr Cormack:  That is right. Yes, that is the plan. Certainly, the national indicators and the 

organisational indicators, which are already settled, are the same for all of them.  
Senator RICE:  Yes.  
Mr Cormack:  The local indicators we will be settling with them between now and July. 

We would apply the same principle.  
Senator RICE:  Will there be a uniform set of indicators across all of the PHNs? 
Mr Cormack:  That is right.  
Senator RICE:  Is there stakeholder involvement in the development of those indicators? 
Mr Cormack:  The indicators are already developed. The indicators are nationally 

available indicators.  
Senator RICE:  You just said the indicators for the PHNs will not be finalised until July.  
Mr Cormack:  Yes. 
Senator RICE:  Yes, so there is a process of finalising them now.  
Mr Cormack:  Yes.  
Senator RICE:  I am just wondering what the stakeholder involvement in that—  
Mr Cormack:  We will be working with the PHNs— 
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Senator RICE:  They are obviously critical in terms of exactly what the outcomes are 
going to be.  

Mr Cormack:  We will be working with the PHNs to finalise the choice of those 
indicators that would be applied to their local indicators.  

Senator RICE:  Will they have a subset of indicators for each region? 
Mr Cormack:  That is right, yes.  
Senator RICE:  I am interested in your thoughts about there being a lot of pressure on the 

PHNs in their first year of existence to develop multiple large scale outcomes. They have 
already been confirmed to be getting $350 million for mental health and suicide prevention in 
the government response to the MHC review and hundreds of millions of dollars more for 
drug and alcohol interventions and solutions in response to the National Ice Taskforce report. 
Given they already have this funding, does the department expect the new PHNs to be able to 
meet these high expectations and are they currently on track to meet them? 

Mr Cormack:  We are certainly investing a lot in capacity building, as I said earlier in 
response to an answer from Senator Gallagher. A number of these organisations have already 
got a good track record in commissioning. We are conscious that this is a significant change, 
but we are also investing in capacity building and we are confident that the PHNs will be able 
to take on this new commissioning role and over time they will get better and better at it. It is 
a big new change.  

Senator RICE:  It certainly is. I know there is a lot of uncertainty in the community as to 
whether the PHNs are going to be able to deliver. The government response to the NMHC 
review decided not to include Better Access within the flexible funding pool for PHNs. Why 
was better access not included? 

Mr Cormack:  Better Access is a well-established program. It is a demand driven program 
and it is certainly able to provide good access at a local level. I think it was described in some 
of the working papers as a workhorse in many ways of the primary mental healthcare sector. 
It is certainly not part of the flexible funding pooling arrangements that we have established. 
Over time, particularly when we look at integrated care for people with severe, chronic and 
complex conditions we will certainly be starting to look at for that group in particular whether 
the episodic nature of Better Access for that very complex chronic group is the best way to 
meet their needs.  

I hasten to avoid the use of the word 'pilot', but we will be looking at some demonstration 
sites where some of the PHNs have well-established integrated care models particularly for 
people with severe, complex mental health conditions for which a notional cap of 10 sessions 
a year may simply not be enough.  

Senator RICE:  Yes, it hardly touches the sides.  
Mr Cormack:  That is exactly right. We are looking at that. The other element of the 

government's response is also to look at the other end of the spectrum of people with mental 
health conditions and look to whether there is a lighter touch or a more accessible treatment 
pathway for those people. One of the core elements of the government's response is the digital 
mental health gateway. We have good evidence that that is an accessible treatment modality 
for many people. In some cases, it may well be more accessible, more available and more cost 
effective than a Better Access-type arrangement for that group. We will look at it over time.  
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Senator RICE:  What particular analysis or criteria did you use to determine that Better 
Access should not be included? You said generally that you made that decision. Did you have 
particular analysis or criteria that you used? 

Mr Cormack:  The government's response was informed by a lot of stakeholder input and 
engagement. We have had a look at that particular program. We have identified intersection 
points—and I have just outlined them for you—at the very high end of need and also at the 
low end of need. At this stage, the Better Access program is a well-targeted program that is 
delivering services to most who need it in the main. There are a number of consumers who are 
not able to access that service simply due to the lack of availability of practitioner and in 
some cases there may be an affordability issue.  

Senator RICE:  In particular, I understand the data shows that it is not effectively 
servicing rural and regional areas. Did you do any modelling on the difference of impacts on 
the inclusion or exclusion of Better Access on different geographic localities? 

Mr Cormack:  No, we did not do modelling, but we consulted. We took on board a lot of 
expert input and, indeed, I think the core information source we were working from was the 
National Mental Health Commission's report itself. We recognise that some consumers are 
not well served by the current arrangements. We will need to look at other arrangements for 
those. The government also has other programs that support people in rural and remote areas 
as well.  

Senator RICE:  They are conducting population studies to determine the need in the area? 
Mr Cormack:  That is right.  
Senator RICE:  That will determine what mental health programs are commissioned. Has 

there been any analysis whether Better Access is meeting or is appropriate for the population 
needs of their area? 

Mr Cormack:  We have not commissioned that sort of work, but I am certainly aware that 
some PHNs independently are undertaking that local analysis and local research. Western 
Sydney is a good example. The PHN there has had a good look at a potentially better service 
model for people with chronic and complex mental health conditions. They have had a look at 
whether the Better Access arrangements are servicing the needs. We will certainly work 
closely with PHNs who have good ideas to see if we can make any use of the flexibility that 
we now have.  

I think one of the important points in the government's response is that we have moved 
away from centrally delivered, fixed program structures down to more flexible regionally 
focused and tailored programs where there is much more funding flexibility to match and 
align with the needs of the individual consumer rather than the consumer having to fit in with 
the program structures that we already have in place.  

Senator RICE:  Has there been a comparison of the cost-effectiveness of Better Access in 
relation to other mental health programs, such as the access to Allied Psychological Services, 
Mental Health Services in Rural and Remote Areas or the Mental Health Nurse Incentive 
Program? 

Mr Cormack:  I will need to just have a look at any work that may have been done in that. 
There is nothing at front of mind. We are aware that each program has its strengths and has its 
weaknesses. Any program that is dependent upon an individual practitioner and where they 
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choose to work and live being the principal means of drawing down the program benefit for 
the individual obviously has benefits if you are in a well-serviced area and has shortcomings 
if you are in a regional and rural area. We are conscious of those sorts of features.  

Senator RICE:  You talked about the digital programs. I am interested in the new mental 
health gateway. When will the new mental health gateway begin? 

Mr Cormack:  We have already started the planning work on that. We have approximately 
20 organisations that are funded by the Commonwealth to provide a range of telephone or 
web based services for people with mental health information needs or service needs. The 
first phase will be to work with those existing providers to identify where there are 
opportunities to consolidate some of the back end functions, particularly some of the call 
centre functions. We are working with those groups. That would pretty much be the first 
phase. Then we will look at a more significant rollout over the next two years, consistent with 
decisions by government in relation to the funding profiles for all four mental health services 
and other services. That is work that is underway at the moment.  

Senator RICE:  Are you planning for there to be a tender process for the mental health 
gateway? 

Mr Cormack:  We are doing some scoping work at the moment to shape what the gateway 
would look like. It would certainly be envisaged that, if there is going to be a significant 
change to the way those services are funded and configured—and there will be—we will 
certainly need to approach the market.  

Senator RICE:  Is it intended to roll up all of the other digital health services that are 
currently— 

Mr Cormack:  What we are looking at doing is looking across the suite of programs that 
we have got to look at ways of making it simpler for the consumer where a consumer may 
struggle to be able to find exactly which service to go to for their particular need. We have a 
lot of general entry points. We also have a number of very specific niche services. We are 
trying to make it a more integrated user-friendly service where the consumer is not left to 
have to make a choice of six or seven different entry points, so that there can be an easy entry 
point from that system.  

Senator RICE:  But do you not yet know whether it is one entry point or a number of 
entry points? 

Mr Cormack:  The policy objective is to create a digital mental health gateway, which 
will be an integrated, modern, contemporary interface for people accessing the service. It will 
invariably result in consolidation of many of those services.  

Senator RICE:  What was the time line, again? When are you having your consultation? 
Mr Cormack:  We are doing initial work at the moment to identify some early 

opportunities for consolidation. We will then do more detailed planning work for the 
subsequent stages. We will be wanting to have the gateway well and truly rolled out over the 
coming 12, 18, 24 months. There will be different elements being rolled out.  

Senator GALLAGHER:  So, the organisations involved in that—the various 
organisations that Health would fund—are having their funding rolled over for the year while 
you work this out? 
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Mr Cormack:  Yes, that is right. They have all been advised. They were all advised before 
the end of 2015. If they do not already have ongoing funding, they will certainly have funding 
continuity for 12 months.  

Senator GALLAGHER:  Is that until the end of the calendar year? 
Mr Cormack:  The end of the financial year.  
Senator GALLAGHER:  So, 2016-17 or 2015-16? 
Ms Cole:  This one coming.  
Senator GALLAGHER:  So, they have six months funding.  
Ms Cole:  No, they are getting an additional year funding as they currently exist for the 

services that they currently provide while the first stage of the gateway is envisaged to be 
introduced at some stage during 2016-17. There will then hopefully be some resolution of 
what happens to them in phase 2 of the gateway after that period.  

CHAIR:  Senator Rice, we are coming up against the break. I will get you to finish up now 
and after the break I will be coming to Senator Gallagher.  

Senator RICE:  I have some more, so we can come back to me after that. Just before the 
break, I have almost identical questions about what is happening with the one-stop phone line. 
What is the process for that? 

Ms Cole:  Are you talking about the one run by Health Direct? The mindhealthconnect? 
Senator RICE:  I am not sure. There was a new one-stop phone line that was announced 

in the mental health package.  
Ms Cole:  The idea of the gateway is you have one point that you go in and then you 

basically are able to access the most appropriate service, whether that is beyondblue, Lifeline 
or whatever the case may be.  

Senator RICE:  So, we have got the online gateway, but there are also plans for that to be 
a one-stop phone line, a parallel process as well?  

Ms Cole:  Yes.  
Senator RICE:  Is that happening on the same sort of time frame? What is happening with 

that? 
Ms Cole:  The concept of the phone line is more attached to the backroom stuff and 

appropriate counselling. That will be a bit further behind, we expect at this stage. We are still 
scoping this and it will be going out to market, too.  

Senator RICE:  Will there be a tender process for that as well? 
Ms Cole:  Yes.  
Senator RICE:  Do you know whether crisis support will be separate or part of that same 

helpline? 
Ms Cole:  We do not know at this stage. It is something that we have to scope out and 

work out the best way to do it. It will be a little while before the issues are resolved.  
Mr Cormack:  We are working through the timing of each element. The principle is an 

integrated digital mental health gateway that has a simple entry point both through phone or 
the web and then the next steps from that point are dealt with by the gateway rather than the 
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consumer having to find their own way through what is currently a good offering but there are 
a lot of different services offered.  

Senator RICE:  I feel like you are very much still at the beginning of quite a complex 
project.  

Mr Cormack:  The package was only announced in November. I think we are well 
advanced in working that through. As I said, we have nearly 20 organisations that are well 
established in providing elements of what will become the gateway in the future. We need to 
work through it with them. Above all, we need to make sure that there are no disruptions to 
the service continuity for consumers as we work through this process.  

Senator RICE:  Thank you.  
Proceedings suspended from 15:46 to 16:02 

CHAIR:  We will recommence. We were on mental health, and I will now go to Senator 
Gallagher. 

Senator GALLAGHER:  I have a few questions on mental health and in particular the 
government's response to the review by the commission. I also have a couple for the 
commission, which I can do at the end if that is convenient for people. 

Mr Bowles:  Just before you start, can we just correct something? 
Senator GALLAGHER:  Yes. 
Mr Bowles:  Dr Southern wants to add something to what she said earlier. 
Dr Southern:  Just to correct the record, I mentioned in relation to Indigenous programs 

that are delivered through PHNs that the Medical Outreach Indigenous Chronic Disease 
program was delivered through a number of them. In fact, it is only delivered through one 
PHN and the rest of the program is delivered through seven jurisdictional fund holders. I just 
did not want that answer to be incomplete. 

Mr Cormack:  Also, while we are making corrections, can I make a minor correction to an 
answer I gave to Senator Rice in relation to $141 million?  

Senator GALLAGHER:  Yes. 
Mr Cormack:  I mentioned two programs transitioning to the NDIS. That is correct; they 

are, but the save only applied to Partners in Recovery and not from the other one, apologies. 
Senator GALLAGHER:  I might come back to that in a moment, but we will just start 

with where things are at with all of the plans underway to the new system as announced on 26 
November. I know that we are pressed for time so I have asked a series of questions to the 
department separately, which I think are due next week.  I do not want to necessarily cross 
over those, but in a general sense, based on your previous evidence just before the break, it 
would seem that you are in the very early stages of scoping what needs to be done for the full 
reforms to be implemented and that this period of time is going to be a transition year. I 
would like to know if the transition year is a calendar year or is it from the 2015-16 to 2016-
17 financial year? 

Mr Cormack:  There is a transition year for PHNs. Is this all about mental health that you 
are talking about now? 

Senator GALLAGHER:  Yes. 
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Mr Cormack:  Certainly you are right in that we are very much in a transition phase now 
from the announcement on 26 November to where we are heading, but it is not correct to say 
that all things will transition in at the same time. 

Senator GALLAGHER:  I do not think I said that. 
Mr Cormack:   Yes. The example we gave with the gateway is that it will take a number 

of years for that to be rolled out and implemented. In relation to, for example, the change in 
the contracting and commissioning arrangements for the headspace centres, that is an example 
of one that is being progressed now and 1 July is the start date for that. For other programs we 
will need to work closely with the existing service providers to transition, but not everything 
will be happening all at the same time. 

Senator GALLAGHER:  My understanding is the global budget will be $362 million for 
the PHNs. 

Mr Cormack:  Yes. 
Senator GALLAGHER:  Then in year 2 it is $370 million and in year 3 it is roughly $385 

million. 
Mr Cormack:  Yes, that is right. 
Senator GALLAGHER:  That is not a very big increase. It does not look like a transition 

arrangement to me in the sense of those budgets, because the vast majority of the funding 
there is in year 1 so the beginning of the 2016-17 financial year. 

Mr Cormack:  That is right. 
Senator GALLAGHER:  And then there is a very small $8 million increase over year 2. 
Mr Cormack:  That is right. 
Senator GALLAGHER:  And $15 million over year 3. So, in terms of the role that the 

PHNs have, they will be geared up from 1 July this year? 
Mr Cormack:  That is right. 
Senator GALLAGHER:  To start the commissioning? Is that right? 
Mr Cormack:  That is right. 
Senator GALLAGHER:  I have struggled with this. I have gone back and had a look at 

previous questions on notice, because I do not like to make work for people. What I am 
struggling to do is to understand exactly what it means for all of the groups that you have a 
direct funding relationship with. I understand you have identified a group of what you are 
calling national programs that are not going to go out to the PHNs. 

Mr Cormack:  That is right. 
Senator GALLAGHER:  But I cannot work it out. I have looked and I have gone on your 

spreadsheet from your grants program, which is reasonably useful to navigate, but I cannot 
identify exactly what programs are captured in that so it would be useful if you would be able 
to tell me what that is. 

Mr Cormack:  I will just talk through the contributions of the existing programs that are 
definitely going over to regional commissioning and just work through those. Programs are 
different to projects, because the contracts are often at an individual project level rather than a 
program. ATAPS, which is Access to Allied Psychological Services. MHSRRA, which is a 
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specific program targeting mental health services in rural and remote areas. The Mental 
Health Nursing Incentive program. The Regional Suicide Prevention programs— 

Senator GALLAGHER:  As opposed to national? 
Mr Cormack:  That is right. The next one is a very good example and that is headspace. 

By and large, most of the money in headspace or the biggest chunks are their contracting 
arrangement with the national network of centres, which will grow to 100 in the coming 
months. All of those centres will transition to regional contracting and commissioning. 

Senator GALLAGHER:  But only in year 3 for headspace? 
Ms Cole:  The contract with the individual headspaces will be held by the PHN. 
Senator GALLAGHER:  But they are not contestable until year 3? 
Ms Cole:  It is not contestable for a two-year period. 
Mr Cormack:  That is right. That is about the service continuity. The local headspace 

auspice bodies are a range of different sorts of regional organisations. Some of them are fairly 
new. We will be keeping those arrangements in place for two years. But as to the 
contracting/commissioning, if you like, the contracting element of that will move from 
headspace national in Melbourne to the PHNs. Each PHN will have a contracted arrangement 
with the headspace centre within their region by 1 July. That is pretty much the way it will 
work. 

Senator GALLAGHER:  Why does service continuity apply for headspace and not for 
other programs? 

Mr Cormack:  It does apply for others, but your specific question was: when do we go to 
a full approach to market? 

Senator GALLAGHER:  My question grew out of your answer, which is service 
continuity for headspace has been afforded, but other non-headspace organisations have been 
required to engage in contestability without a two-year window of continuity of service. 

Ms Cole:  It varies a bit depending on the program. There are specific arrangements in 
specific programs. ATAPS, for example, is already run through the PHNs. It was run by the 
ML. So, in a sense they already have those contractual arrangements with the local providers 
that are fairly familiar with the landscape in their region about who can and cannot provide 
ATAP-type services. That one is going straight into the flexible pool. They have the ability to 
move money around to increase the funding or whatever as they wish to as is appropriate with 
their local needs analysis. 

There are ones like that and then there are ones like MHNIP, where we are moving it from 
a situation where payments were made from DHS to the PHN. In that scenario we have 
created a kind of guarantee for a year for the current service providers. That is the MHNIP 
program. So, we are looking at each major stream of what was the former programs 
individually and making appropriate decisions around service continuity. 

Mr Cormack:  Just to complete the list, the early psychosis program and the new 
Indigenous $84.75 million in new Indigenous specific programs will transition. They have not 
really started yet so they will go straight to commissioning from 2016-17. I think at a program 
level that pretty much makes up those year-by-year bottom line figures that you referred to. 
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Senator GALLAGHER:  How many are in that group of people under the national 
program that you were going to maintain a funding relationship with? It would not be very 
big, would it? 

Mr Cormack:  There are a few. 
Senator GALLAGHER:  I tried to look on your spreadsheet. 
Ms Cole:  We can provide you with more detail on notice, but it includes organisations 

such as beyondblue, the Butterfly Foundation and that sort of organisation. Those that have 
that national leadership. 

Mr Cormack:  Orygen Centre for Youth Mental Health. There are a number of national 
bodies where their work is not really delivered regionally. 

Senator GALLAGHER:  So, you are undertaking a separate procurement process around 
that. People have received a letter as promised in the government's response that people 
would know in December, which I think was Christmas Eve. They got a letter saying that they 
would be advised about a process. 

Ms Cole:  There are a couple of processes going on. The national leadership program 
covers those sorts of organisations that we just talked about and also some of the 
organisations that provide the datasets and so forth that we use in a national leadership sense 
and which is fed down to the PHNs. 

The other communication that we had with organisations, for example, were those that 
were providing things like the child and school mental health programs. In that case there is 
an extension to the end of the calendar year, but during this calendar year there will be an 
ATM process to try and bring together a kind of end-to-end school and child program. 

Senator GALLAGHER:  In terms of all of the programs that are transitioning into the 
PHN, is it going to now be the PHNs' responsibility to engage with all of the groups that 
currently are funded to 30 June, to talk to them about their commissioning process or is that a 
responsibility of Health, to talk to them about what happens post 30 June? 

Ms Cole:  It is a joint responsibility. We have already communicated, as you said, to our 
funded organisations, most of them, and we have also— 

Senator GALLAGHER:  I do not know if you have communicated. I know some you 
have communicated with. I do not know whether you have done all of them. 

Ms Cole:  I am pretty sure we have done all of them or DHS has done some of that 
communication on our behalf, for example, with the MHNIP providers currently, because 
they have the direct relationship with those providers. But we have also provided lists of those 
organisations affected or are in the process of providing those lists, depending on each 
program, to the PHNs so that they can then reach out to those organisations directly and start 
to have the discussions about those programs, what they are envisaging in the future and what 
processes they themselves will be running at a local level. 

Senator GALLAGHER:  I guess the picture that has been built for me in this, and from 
what I have had as feedback from stakeholders, is that there has been a couple of years of 
uncertainty about what is happening. There has been a bit of a rollover. There have been some 
stopgap measures put in place. The government's response has come out. People have funding 
guaranteed to 30 June, but pretty much they are not sure if they are going to have that post 30 
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June. There are workforce issues. There are service continuity issues. That is the picture that 
has been built. I know how difficult reform work is and that it is hard to manoeuvre around 
some of the turbulence, but it does seem quite an ambitious rollout agenda to me if you are 
going to guarantee, as the minister said, that no-one will be turned away, which I thought was 
a pretty brave claim in mental health, that everyone would basically get a service and that that 
service would continue while these major changes occurred. I think the workforce is an 
obvious area where you are seeing people leave services because they do not know if they 
have got a job on 1 July. It is very difficult. 

Mr Cormack:  This is a big change. This is a major complete overhaul of national mental 
health policy and funding. 

Senator GALLAGHER:  I get that. 
Mr Cormack:  It is far-reaching and it responds to probably the single most 

comprehensive review of mental health services ever undertaken in the history of this country. 
The government has put together a response that is commensurate with the scope of the 
findings of the commission. I think we fully appreciate, understand and indeed every day we 
are interacting with the sector. We are aware that there is uncertainty, but I think the biggest 
uncertainty prior to 26 November was what was the reform direction for this country's mental 
health system. The government has put that on the table and it is comprehensive. I think what 
we are now doing is the next steps, which is implementing those things that are within the 
remit of the Commonwealth and also progressing with the states and territories those things 
that need to be progressed or cannot be progressed without engagement. There will be a 
period no doubt where there is uncertainty, but what is no longer uncertain is the policy 
directions in mental health in this country. 

Senator GALLAGHER:  I probably disagree with you about the comprehensive nature of 
the government's response. I think 26 pages in response to a nine-volume report, without 
figures, without an implementation plan and without any role of consumers—time will not 
allow us to go through that in detail. My concern now is you are in February. You are starting 
to scope certain pieces of work. There are organisations that are funded. You have the NDIS 
rollout happening here as well, where some people are going in and some will not. There are 
saves being found in Partners in Recovery. The logical question there is: if that was saves in 
Partners in Recovery and Partners in Recovery is going into NDIS, why is that money not 
going into the NDIS, because somebody is going to need it? You have a whole range of things 
happening here, and in three months it has to be essentially resolved. I just think that is a huge 
task ahead of you. From what I hear of where you are up to with some of your thinking, it is 
going to be very difficult to achieve that over the next three months. 

Mr Cormack:  We will certainly take that as your comment on government policy. 
Senator GALLAGHER:  That is very Tony Jonesesque. 
Mr Cormack:  I am not disagreeing that there is a significant implementation body of 

work to undertake, but we are certainly confident that we will be able to get through that body 
of work. I am not disagreeing that there are challenges in any major change initiative of this 
magnitude. 

Senator GALLAGHER:  Can I ask briefly on the NDIS rollout what the Department of 
Health's involvement in that is around mental health? I am aware that this falls largely under 
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DSS, and we will deal with that tomorrow, but there is an intersection and anything that does 
not go right for people with a mental illness presumably will come back to Health as a 
problem. I have no doubt that you are fully across some of the issues being presented, but 
what is your engagement on the NDIS rollout and what is your thinking about the potential 
for services to stop that are rolled into the NDIS and what happens to people who are not 
accepted into the NDIS but who have a severe mental illness? Are they the PHNs' 
responsibility? 

Ms Cole:  There is a three-year transition period, as you know, for the NDIS for it to get to 
a complete rollout. 

Senator GALLAGHER:  Engagement or a rollout. 
Ms Cole:  Yes, that is the best way to put it. There are two programs in the portfolio in the 

mental health space which are transferring in, and those are Partner in Recovery and Day to 
Day Living. What has happened is that there has been a decision that those programs will 
continue in their current form for three years, as in being funded by the Department of Health, 
and those programs will be, I guess in a sense, shaped a little bit to make them closer to NDIS 
where possible and appropriate. As the rollout goes and we have a better sense of how many 
people are going to convert, who are going to be eligible for NDIS, during that three-year 
period we will have a better sense of what money needs to be redirected most likely into 
PHNs to support that percentage of people who are not eligible. That is the basic sort of 
framework. 

Senator GALLAGHER:  So, independently of the NDIS the Department of Health has 
decided to continue the funding for those programs for three years? 

Ms Cole:  No, in conjunction with. It was a decision made in conjunction with the 
Department of Social Security, who have policy responsibility. They have some similar 
programs where they are also taking the same approach. Meanwhile, for those regions that are 
moving over in the next three years, there is a kind of a charge back-type arrangement or an 
in-kind arrangement, so that you have that sense of what services will be provided and for 
which people who are currently under those programs. 

Senator GALLAGHER:  Do the organisations who are delivering those services know 
that? 

Ms Cole:  Yes. 
Senator GALLAGHER:  They know that they are going to continue for three years? 
Ms Cole:  Yes. They were in the round of letters that went out on 23 or 24 December. 

Those organisations were told that the funding for those programs would continue for three 
years. 

Senator GALLAGHER:  I think we will no doubt revisit the NDIS as it rolls out. I think 
particularly mental health is going to be difficult to know how many people will go in and 
how many people will be found to be not eligible but still require supports and that those 
supports are meant to be in the NDIS. 

Senator LINDGREN:  Senator Rice has some more questions. 
Senator GALLAGHER:  I have some and Senator Rice had time before. 
Senator LINDGREN:  I am happy to give you a few more minutes. 
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Senator GALLAGHER:  Has the National Mental Health Service Planning Framework 
finished? 

Mr Cormack:  The work is progressing with the states and territories and the timeframe 
that we have is that by the middle of the year, June, we anticipate that that body of work will 
be completed. As you would be aware, it requires a COAG Health Council kind of tick-off, 
but the work is well advanced and it really just awaits that final piece. 

Senator GALLAGHER:  Is it envisaged that that will be public once it is ticked off? 
Mr Cormack:  That will be a matter for the COAG Health Council ministers, but the 

extent to which it— 
Senator GALLAGHER:  Because no doubt it will be useful information. 
Mr Cormack:  Yes. 
Senator GALLAGHER:  It has been quite an expensive piece of work, with I think 

$1.235 million in October. Is there an update on that cost? 
Mr Cormack:  I do not have that cost at my fingertips, but we will attempt to rustle that 

up. 
Senator GALLAGHER:  The perinatal mental health was part of that $141 million save. 

Mr Cormack, you said in your previous answer that that national partnership came to an end. 
Mr Cormack:  That is right. 
Senator GALLAGHER:  I think that the states and territories would probably disagree 

with that characterisation, but how much of that $141 million was the perinatal component? 
Was that the second cut to the perinatal funding? 

Mr Cormack:  I am just getting the figures for you on that, but just to your general point, 
there was an agreement in place that had a beginning period and ending period. 

Senator GALLAGHER:  Yes, I am aware of that. 
Mr Cormack:  You are well aware of that. 
Senator GALLAGHER:  I signed up to it. The thing is that on most of those programs 

there are still women having babies and you kind of think that they might continue. 
Mr Cormack:  Yes. 
Senator GALLAGHER:  I would not have thought it would have a flat end like that, but 

anyway. 
Mr Cormack:  Yes, so $33 million over four years. 
Senator GALLAGHER:  That initiative had money that went to beyondblue. It had 

money that went to the states and territories and it had another third component. I am trying to 
recall where that went. 

Mr Cormack:  We will give you a breakdown of that program, but the salient point is that 
the national partnership agreement concluded and it was not renewed. That funding that I just 
mentioned is the state and territory component of the— 

Senator GALLAGHER:  So, it was not the money? 
Mr Cormack:  No. 
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Senator GALLAGHER:  So, the other components of it, which I think from memory 
went to beyondblue and one other place, it was used for some other piece of work, which I 
cannot quite recall, that was non-ongoing funding? 

Mr Cormack:  We will take that on notice. 
Senator GALLAGHER:  Is it the Commonwealth's wish/hope that the states and 

territories just provide the universal screening and the follow-up? 
Mr Cormack:  The intent of the program was not really for the Commonwealth to get 

involved in direct service delivery, recognising that that is the core business of the state and 
territory governments. It was a capacity building service development model, and obviously 
in some states they have chosen to apply that funding to additional service offerings in the 
hope or expectation that the NPA would be renewed. But it was not the Commonwealth's 
intent that it would sort of enter into a new area of Commonwealth funded service delivery 
separate from the other more comprehensive agreements that it has with the state and territory 
governments particularly in the public hospital space. 

Senator GALLAGHER:  I heard the Commonwealth's defence. I heard it. Where is the 
Fifth National Mental Health Plan up to? It was originally at additional estimates I think there 
was an answer that said it was expected to be finalised by the end of 2015. 

Mr Cormack:  That is right. That was certainly the intent, but that work is still ongoing. 
We do not actually have full control over the timetable for that. 

Senator GALLAGHER:  Because it goes to the COAG council? 
Mr Cormack:  It is the COAG Health Council. The work is progressing well. 
Senator GALLAGHER:  Still progressing well? 
Mr Cormack:  Just to go back to an earlier point, it is difficult for the Commonwealth and 

the states collectively to come up with a comprehensive mental health plan while the 
Commonwealth itself was yet to finalise its major policy response. That policy response was 
released on 26 November. We were not able to socialise or share the development of that until 
cabinet had made its decision. 

Senator GALLAGHER:  It is not my timeline. It was in the additional estimates that the 
plan would be finalised by the end of the year. 

Mr Cormack:  That is right. We did say that. 
Senator GALLAGHER:  So presumably you knew. 
Mr Cormack:  That was certainly the plan. 
Senator MOORE:  There is still the public expectation. 
Mr Cormack:  I certainly accept that the original expectation was that it would be 

completed at the end of the year. 
Senator GALLAGHER:  Concurrent. 
Mr Cormack:  But the reality is we do not have control over the process. The 

Commonwealth does not have the power to direct the states and territories to do that, but there 
was strong encouragement given by our minister to expedite that process. The process is well 
advanced. 
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Senator GALLAGHER:  Will it go to the next health minister's council? Is that what you 
are telling me? Is it that advanced or is it still waiting Commonwealth tick-off to proceed? 

Mr Cormack:  There is still work to be done. There is a lot of work to be done to get to 
that point. I cannot predict the precise sign-off date by the COAG Health Council. 

Senator GALLAGHER:  Am I right to say that it is the Fifth National Mental Health and 
Suicide Reduction Plan? 

Mr Cormack:  The final title of it will be determined, but clearly we are embracing those 
elements into it. The final title of it is yet to be determined. 

Senator GALLAGHER:  All right. It is hard to get an answer out. I cannot see what is top 
secret about whether 'suicide reduction' is in the title of the plan. 

Mr Cormack:  I have learned not to pre-empt consideration of nine sovereign 
governments about how they wish to name their plan, and I think it would be very wise if we 
just kept our options open on the final titling of that. 

Senator MOORE:  We are not talking about two plans here? It is one plan? 
Mr Cormack:  The work that we are doing is to integrate that into the Fifth National 

Mental Health Plan as its current working title. 
Senator GALLAGHER:  I only have a couple more questions. I refer back to a couple of 

questions on notice. One of them was No. SQ15000625. The question asked was around 
funding for mental health services, and the answer came back with just providing a link on the 
department's website and basically referring Senator McLucas to that. There is another 
question, 412, from the same set about funding for mental health organisations, which refers 
people back to the budget statements. Really as someone new coming in, it would be useful if 
I could get a list of what is funded. I went to both those places and I could not make sense of 
it.  If I could have those questions answered? I cannot believe it is that much work for the 
department to actually pull down that data. 

Mr Cormack:  We will take your questions on notice, that you require that degree of 
breakdown. 

Senator GALLAGHER:  But if it comes back with a link or sending me to program 5.4 in 
the portfolio budget statements—I have already been there and I could not find it. 

Mr Cormack:  We will certainly take your advice there. We have a very comprehensive 
list of questions from you. We will pull those together for you.  

Senator GALLAGHER:  I will just come back to those if I can. In terms of the Better 
Access—and I know Senator Rice talked about this—my reading of the government's 
response is that what you want to see happen overall is that some people who are using Better 
Access now, at the lower end of severity of mental illness, are more appropriately referred to 
the telephone or web based tools and that people at the higher end have opportunity for 
cashing out their sessions and supplementing that with some flexible funding from the PHNs 
to the total of $3,000 to $4,000 maximum per year.  

That is what I have picked up either from a briefing or from the papers. Have you done 
modelling on how that would work? How many people currently using Better Access could 
be potentially diverted to telephone and the gateway services, and how many people at the 
other end would be affected? 
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Mr Cormack:  We have not done specific modelling on that. We have certainly had a look 
at the very considerable amount of information that was provided by the commission, who did 
a very good analysis of the numbers of people requiring different sorts of care types. You 
have correctly identified two of the specific policy objectives of the response, which is a 
much more tailor-made, integrated package for those with complex conditions and coupled 
with a more comprehensive assessment process and also more investment at the Teleweb end. 
We need to build the Teleweb to its full capability and we are also keen to do some early 
implementation work with the severe, chronic, complex end of the spectrum. At this stage, we 
have not identified a detailed amount of cashing out of the Better Access program. We just 
recognised the policy directions that you have outlined.  

Senator GALLAGHER:  You must have rough estimates because you do not want that to 
get out of control too quickly. If you are cashing out and supplementing at the top end, you 
are going to have to have some understanding. My understanding is that in year 1 it was 
envisaged to be less than 100,000 people that would be using the complex care packages and 
that there had been some work done on that to contain it. 

Mr Cormack:  What we are doing to get a better evidence base on that is looking at some 
early implementation sites to be able to get a better understanding of the implementation of 
those measures, because they are big changes. We do not think that they can be implemented 
without good planning and good program design. We will be exploring those through sensible 
first steps and sensible implementation sites to be able to identify their potential to offset or to 
contain future growth in Better Access. I hasten to add, that is not the policy objective. The 
policy objective is to build a more responsive package of care through flexibility in program 
funds, consistent with—  

Senator GALLAGHER:  Yes, but you cannot do those and have Better Access growing 
exponentially. How would you have the funding? That would just create a bigger problem for 
you.  

Mr Cormack:  There are always challenges when you are rolling out a reform program 
like this.  

Senator GALLAGHER:  I just cannot believe that the department does not have, in a 
general sense, how many people they think they are going to be able to divert this way and 
how many people they will be able to support that way at the high end. I just cannot believe 
that you are operating blind in this space: 'Let's just travel down the reform path and see what 
happens.' 

Mr Cormack:  We are not travelling blind. We have a good information source from the 
commission.  

Senator GALLAGHER:  It is very hard to get any information that would assure me that 
you are not because no-one is telling me. There is no modelling being done; you have not got 
numbers; you are going to do a pilot; you are going to implement this. I just cannot help 
feeling that there is probably some information that could be being provided that is not.  

CHAIR:  I will make this the last one because Senator Rice is waiting.  
Senator GALLAGHER:  Are there no parameters that you have so you are able to say to 

the government, 'We think if we did this there are probably around 100,000 people that will 
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require complex care packages that will actually get access to funding over and above what 
they are getting through Better Access'? 

Mr Cormack:  We have drawn on a lot of the analytical work that was undertaken by the 
National Mental Health Commission that identified the sorts of differential needs of different 
groups of people with mental health concerns and issues. That has provided us with a very 
useful base to be able to articulate these policy responses. We have got to move in a way that 
does not cause disruption to effective service arrangements in place and to also operate within 
the financial parameters that the government has set for us. We do need to manage these 
limitations.  

Senator GALLAGHER:  So the financial parameters have been set, which is no net 
increases? 

Mr Cormack:  Financial parameters are in the budget.  
Senator GALLAGHER:  Within existing resources? 
Mr Cormack:  That is right. They are the parameters that we have to operate in.  
Senator RICE:  You mentioned in your answers to questions from Senator Gallagher that 

there were two programs that were going to have their funding continued for three years. 
Partners in Recovery was one. What was the other one? 

Ms Cole:  Day to Day Living.  
Senator RICE:  The streamlining savings for Partners in Recovery, the $141 million, was 

largely coming from Partners in Recovery, was it not? 
Mr Cormack:  That was a big part of the savings.  
Senator RICE:  I think you said that there was $33 million for the perinatal initiative, so it 

was about $108 million if those two programs— 
Mr Cormack:  As I said, that was a very big component of the savings. That is right.  
Senator RICE:  How is that consistent then with the continuation of Partners in Recovery 

for the three years? 
Mr Cormack:  There has been no budget measure that has reduced the funding available 

to that program as it now stands. This was future growth money that was not deployed to 
services.  

Senator RICE:  So it was there in the budget? Were you basically going to go to continue 
Partners in Recovery at its existing levels, but without that growth money for three years? 

Mr Cormack:  That is where the savings were identified through future growth that had 
not been committed.  

Senator RICE:  But it was budgeted for? 
Mr Cormack:  That is exactly right.  
Senator RICE:  So essentially are you saying Partners in Recovery will have ongoing 

funding at its current levels rather than growth? 
Mr Cormack:  That is correct.  
Senator RICE:  I understand the evidence suggests Partners in Recovery is highly 

effective for individuals and families dealing with severe and persistent mental illness, yet 
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approximately 20 per cent of Australians do not have access to it. Are there plans to extend its 
availability to all Australians, whether it is within this three years or beyond? 

Mr Cormack:  This is on the pathway to transition into the NDIS. The policy 
responsibility for that rests with DSS, not with Health.  

Senator RICE:  But a majority of the people currently accessing Partners in Recovery will 
not be eligible and will not fit into the NDIS basket because they do not have permanent and 
severe disability.  

Ms Cole:  I am not actually sure about that. At the moment, some of the trials suggest that 
there is actually quite a high rate of eligibility for Partners in Recovery. It is a lower rate for 
Day to Day Living. Until we have a clearer assessment process of the clients as each region 
rolls in, we are not really able to say one way or another what kind of flow-in to the NDIS 
there will be from Partners in Recovery.  

Senator RICE:  I understand that many of the people who access the Partners in Recovery 
program are episodic rather than being permanent. Hence, we do not really want them to be 
included in the NDIS because they do not want to be assessed as having a permanent 
disability. The nub of the question is: is there going to be a big cohort of people who do not 
have a permanent disability? It may be severe and episodic but they will not be eligible for 
NDIS, but the Partners in Recovery program is currently meeting their needs, and certainly 
there is a desirability to see it continued.  

Ms Cole:  As I mentioned to Senator Gallagher earlier, the three-year period basically 
allows us to capture how many of those clients are likely to move in and what the scale is of 
people left, essentially. A policy decision then has to be made about how they are dealt with. 
There is an overall commitment around ensuring that people do not lose services through the 
transition period to the NDIS. Whether they are eligible or not eligible is really a question for 
DSS. There is that overall commitment.  

Senator RICE:  Will you be sharing that analysis and your criteria of who would be 
eligible, who would not be and what will happen to them over that three-year period? 

Ms Cole:  I think the criteria about who is in and who is out are a question for DSS in 
terms of what they make available. I certainly do not imagine that we as a department would 
have much of a problem of indicating what level of clients are moving in or out.  

Senator RICE:  The government's response to the commission's review stated that there 
would be a new approach to suicide prevention. I am interested to know what exactly that 
means. 

Mr Cormack:  The approach to suicide prevention recognises that currently it is a recently 
fragmented array of programs and approaches at a national level, at a state level and at a 
regional level. The approach that we are taking here is a much more assistance based, regional 
approach to suicide prevention that will be very much led by the PHNs. This really looks at 
implementing multiple strategies that target suicide risks, both through medical and social 
intervention, because the fact is that influenced risk of suicide in one geographical area may 
be completely different to another.  

The essence of this is to recognise it is not one size fits all and also to recognise that what 
is important in dealing with this very challenging problem is that it is collaborative work 
across the primary health care sector, the education system, emergency services, community 
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organisations, non-government providers and other stakeholders. The mix will vary from one 
region to another. It is a systems based approach. It does not say that there is only one way to 
deal with it. We think that this sort of approach can be better sorted through much more 
structured partnership arrangements at the PHN level with all of the providers that I have 
outlined.  

Senator RICE:  Are there particular programs that you see will be changed within those 
broad parameters that you have just outlined? 

Mr Cormack:  I think there is certainly an opportunity to have a look at the range of 
different programs in the system. In many ways that is the purpose for creating greater 
flexibility at a regional level. It is to recognise that there are some really great programs for 
which if a PHN has some flexibility they might be able to strengthen and invest more in. If 
there are others that maybe historically based, they may have been good at a point in time but 
are not part of a broader systems based approach, then there is an opportunity to revisit those. 
We are trying to build that facility.  

Senator RICE:  Are there any programs that you have identified that you do not think 
would be changed? Are they all up for assessment? 

Mr Cormack:  We have basically got a range of programs in place, such as the community 
prevention for high-risk groups element of the TATS program, the Taking Action to Tackle 
Suicide program. There is a whole range of programs in there that we think form the basis for 
a much more regionally determined approach. We would certainly encourage the partnerships 
that will be led and forged by PHNs to focus on that regional approach, but also 
complemented by a range of other national programs which are already established and have a 
broader national appeal and are not regional specific. It is a combination of the two.  

Senator RICE:  In terms of those national suicide prevention projects, how are they going 
to interact with this change at a regional level? In particular, how will continuity of service be 
ensured for the national projects that are due to end on 30 June this year? 

Ms Cole:  There will be an ATM for those national projects.  
Senator RICE:  Sorry, what will there be? 
Ms Cole:  There will be an approach to market for those national projects.  
Senator RICE:  When will that be out? 
Ms Cole:  We think that will be around late March, most likely. The goal is to revisit the 

most effective way to do the kinds of work that those organisations are already doing and give 
them an opportunity to refocus. Many of them have had the same sort of funding agreement 
for a long period, and this gives them some scope to change where they need to.  

Senator RICE:  Do you see that happening to ensure continuity of service from 1 July? 
Ms Cole:  Yes. For example, the kinds of programs that will still continue to be funded at a 

national level will be things like Lifeline or a Lifeline-like service—things like R U OK? and 
those sorts of things. There may be some amalgamation or there may be some partnerships 
developing where it makes it a bit more effective. For example, we have a Mates In 
Construction program at the moment that is funded and they have indicated an interest in 
expanding their work into other professions that have a high correlation with suicide. It is 
providing that opportunity.  
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Senator RICE:  It seems like a pretty tight time line if you are not getting your approach 
to market out until the end of March and you have got projects that are going to be finishing, 
that are only funded until 30 June, to then have the replacement projects beginning from 1 
July.  

Ms Cole:  It does put pressure on us to assess those applications quickly, but the affected 
organisations have known since December and they are already working on what they wish to 
put forward in that arrangement.  

Senator RICE:  Another project that I understand has not got funding beyond June is the 
Mental Health in Multicultural Australia. Am I correct that it is going to be discontinued from 
June? 

Ms Cole:  That one is currently under review and is being managed by the Mental Health 
Alliance. I think it is more an issue around changing some of the structures of that agreement 
more than anything else. There is a review underway at the moment and then it will be a 
decision for government.  

Senator RICE:  Its funding is due to end on 30 June, so is there no certainty of funding 
until after the review? 

Ms Cole:  Yes.  
Senator RICE:  Is this the KPMG review? 
Ms Cole:  Mental Health Australia is running that review rather than KPMG. Are we 

talking about the same organisation? 
Senator RICE:  I am told there is a KPMG review that has not been released. 
Ms Cole:  Can I take that on notice to confirm? That is not our understanding.  
Senator RICE:  Okay. So there is a Mental Health Australia review. When is that due? 
Ms Cole:  It is due to the department in March.  
Senator RICE:  So again the review is due in March and they have to sit there not 

knowing whether they have a future yet. They might be winding up with very short notice.  
Mr Cormack:  I think we are getting the theme here. I think the point is that we fund a 

very large number of services and programs across the country in mental health and in other 
areas as well. They all go through cycles of renewal. Some of them have organisational 
problems that need to be addressed and focused on and when we come at varying times in the 
cycle, whether it is coming up to an approach to market or if there are specific issues with a 
program that need to be addressed, we do need to take advice, review and make sure that we 
do not just lock in programs that are not meeting the needs for the future and that are not in 
line with— 

Senator RICE:  They are very short time lines for people who are employed in these 
services, which is rather unfair on them. The loss of staff that occurs if the program does 
continue because people with that uncertainty decide that they just cannot afford to take that 
risk that they are not going to have a job.  

Mr Cormack:  We certainly recognise that risk. We do understand the impact of 
uncertainty. That is why we try to progress these necessary processes of accountability for 
public funds as quickly as we possibly can.  
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Senator RICE:  Finally, I have a question broader than mental health. It is about the 
minimum datasets reportable to the Commonwealth by the states. My understanding is that 
country of birth, language spoken at home or ethnicity are not part of these minimum 
standards, which of course makes it extremely difficult to get any data nationally about 
populations and subpopulations. I just wanted to clarify if that was the case.  

Mr Cormack:  We might be in a different area there.  
Mr Bowles:  Yes, we are in a different space now.  
Senator RICE:  I was told that it was going to be fine to ask this question here. Could you 

maybe take it on notice? 
Mr Bowles:  Yes, we can take it on notice.  
Senator RICE:  Also, whether the department has looked into adding to these standards, 

because we need to have that data to be able to make appropriate policy decisions for different 
communities.  

Mr Bowles:  We can take that issue on notice.  
Senator RICE:  Thank you.  
Senator GALLAGHER:  I had a couple of very quick questions for the National Mental 

Health Commission, who have been waiting patiently. Where is your annual work plan up to? 
Mr Butt:  The annual work plan is on our website.  
Senator GALLAGHER:  Is that the 2015-16? 
Mr Butt:  Yes, 2015-16 is on our website. Of course, with the government response to the 

review of mental health programs and services we are now reviewing that work plan to pick 
up on some of the priorities that the commission will be running with.  

Senator GALLAGHER:  That was my next question. What are your priorities now that 
this works? The response has been received.  

Mr Butt:  The overall outcome for the commission has not changed, so it is still about 
providing independent advice to government and community, to monitor performance and to 
make recommendations about areas for improvement. The difference will be that we are 
required to do an annual report and the 2012-13 reports were core to Contributing Life. Last 
year we did a small report because we had just done the review, which as you say, was rather 
large. This year we are restructuring that report to focus more on the six platforms and the 
nine areas for action that were identified in the government response so that it follows that.  

This year's report will be very much about setting more of a baseline about what needs to 
happen because, of course, the government response was only released on 26 November and 
we are not in a position to really say how things are progressing at this stage. We have also 
got a whole range of other areas that we are doing work on in terms of supporting the fifth 
National Mental Health Plan and the overall reform agenda. We are also focusing on some 
major areas that came out in the review, for example we are developing a consensus statement 
on the physical health of people with a mental illness, which is quite appalling and really 
needs action. That seems to be getting a lot of traction at the moment.  

We are looking at economic indicators because of the fact that obviously mental illness has 
a major impact on Australia's wealth and productivity. We are looking at further work on 
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seclusion and restraint. The numbers are still coming down in that area, but more work needs 
to be done on restraint. We are looking at strategic research agenda, improved ways of 
engaging with consumers and carers, and we have also been asked to take a stronger focus on 
the suicide prevention agenda. There is a range of other areas that are in the work plan.  

Senator GALLAGHER:  Have you done any work on housing? 
Mr Butt:  We are doing work on housing at the moment. We have identified that in terms 

of Contributing Life one of the most important things to have is stable housing. All the health 
services you like are obviously important, but if you do not have stable housing then 
obviously that impacts on the other parts of Contributing Life in terms of education and 
employment. We have done some work on it. We have tended to use the work done by others 
but we are getting a report done through a data linkage program involving ABS, PBS and 
MBS data to look at combining those things and identifying issues of housing and how that 
has impacted on people's mental ill health. That is coming out this month, or it might be next 
month, I would have to check and make sure. I will take that on notice.  

Senator GALLAGHER:  In terms of the role you play, do you work with other 
jurisdictions who have similar bodies? Not all of them do, but some of them do, like 
Queensland and New South Wales.  

Mr Butt:  South Australia and Western Australia. South Australia just announced its at the 
end of last year. Yes, we work very closely with them. In fact, the commission was meeting 
with the South Australian interim CEO, Stephen Christley, last week. I then went to Western 
Australia and was meeting with Tim Marney there talking about co-commissioning with 
primary health networks. We have got a meeting of all of the commissioners, probably 
including New Zealand and the Victorian Mental Health Complaints Commissioner, 
occurring in March. We work very closely on a shared agenda and try not to duplicate each 
other.  

Senator GALLAGHER:  I have just been reading some of the work that has been done by 
others.  

Mr Butt:  Yes.  
Senator GALLAGHER:  I was thinking it is very good quality as well. In terms of your 

own operations, do you remain independent? 
Mr Butt:  Yes.  
Senator GALLAGHER:  Do you have 13 staff? 
Mr Butt:  We have 15 FTEs, including me. I do not think we counted me in the 13 last 

time. We have an establishment at the moment of 13.8.  
Senator GALLAGHER:  Have you had to find any savings this year? 
Mr Butt:  No.  
Senator GALLAGHER:  Do you report to Mr Bowles or do you report to the minister 

directly? 
Mr Butt:  I am within the Health portfolio so there is a lot of association there, of course, 

but the commissioners report to the minister.  
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Senator GALLAGHER:  Okay, so you would conduct your business directly with the 
minister.  

Mr Butt:  And with the department, correct.  
Senator GALLAGHER:  Yes, they have got to know what you are going to tell her, sure. 

Do you have quarterly meetings or as required? 
Mr Butt:  As required. It is fairly regular contact with their office—more often than that.  
Senator GALLAGHER:  I think I am finished with the commissioner.  
Senator MOORE:  I have some questions on the Maternity Services Plan, the National 

Breastfeeding Plan in outcome 5 and also midwives insurance.  
Mr Bowles:  Fire away and we will see who we need. There are a couple of different 

people.  
Senator MOORE:  On the National Maternity Services Plan, we talked a little bit about 

this two estimates ago and I just want to know what is happening now with the plan, seeing 
that the existing plan was until 2013.  

Mr Cormack:  The National Maternity Services Plan has a completion date of the end of 
June. As you would be aware that is a COAG Health Council, AHMAC, the Commonwealth, 
state and territory government collective issue. The next steps are upon completion of the 
plan. At the end of its current time frame are matters that will be considered by each 
jurisdiction individually and collectively through the ministerial council.  

Senator MOORE:  What is the plan now, four months out from the end of the existing 
plan? 

Mr Cormack:  We are continuing a monitoring process in place through AHMAC and 
there is regular and quite rigorous collection of progress by each jurisdiction in the 
Commonwealth against the various measures in that plan. That will continue until there is a 
decision made by the jurisdictions and the ministerial council as to where we go to at the end 
of this plan.  

Senator MOORE:  When is a meeting of that group scheduled? 
Mr Cormack:  There is at least one meeting of the ministerial council before June. I do 

not have the dates in front of me, but no doubt there will be consideration by the officials 
through AHMAC and ministers through the COAG Health Council as to what the next steps 
are.  

Senator MOORE:  Can we be sure that the federal government will put that on the 
agenda? 

Mr Cormack:  We need to obviously contribute to the collective consideration of next 
steps and certainly we will be providing advice to the minister to enable her to contribute to 
the collective decision making about where we go with that plan post June 2016.  

Senator MOORE:  Mr Cormack, will the federal government put onto the next agenda—
for that meeting for that meeting of national minister—the issue of the next national maternity 
plan? 

Mr Cormack:  I would need to take that question on notice and take advice from the 
minister on that one because we go through a formal process with the ministerial council in 
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terms of nominating items for the agenda and future policy directions, as specified by 
ministerial council nominations, are matters for ministers. We will be providing the advice to 
the minister and she will make a judgement accordingly as to how she wishes to progress that. 

Senator MOORE:  Minister, will you take up with the minister the importance of a 
national maternity services plan on the agenda? 

Senator Nash:  Absolutely. 
Senator MOORE:  It seems to me that we are talking in circles here. My simple question 

was: will this be put on the agenda so that we will not have the situation in June 2016 that we 
will have no plan to look at replacing the plan? 

Senator Nash:  I am happy to do that. I think Mr Cormack already indicated that he would 
take it on notice for the minister and I will do so as well. 

Senator MOORE:  Thank you very much. In terms of the National Maternity Services 
Plan, on the Health website we have the implementation plan for the middle year 2012-13, 
which had the priorities. We also have the annual reports from 2010-11 and 2011-12. Are 
there subsequent annual reports that are elsewhere that I will not be able to find on the 
website? 

Mr Cormack:  The best way, rather than to speculate on that, is through the AHMAC 
structure. The committee structure has a small team that services the nine governments, 
including the publication of monitoring reports, so I will need to just take on notice where that 
is up to because there is an AHMAC process that determines how that monitoring is 
undertaken and how it is eventually publicised, but I do not have the information in front of 
me now. 

Senator MOORE:  So, you cannot tell me whether there was an annual report on the 
National Maternity Services Plan in the years 2012-13 and 2013-14? It does not seem to me 
that you need to have AHMAC approval as to whether there was an annual report. 

Mr Cormack:  I am not seeking AHMAC approval. I said that I would take that up or 
would ascertain through the AHMAC process where they were up to with that because there 
is a small secretariat, a small group, that supports that work on behalf of the nine 
governments. I do not have that information in front of me. 

Senator MOORE:  What you are telling me is that there is a possibility that there was not 
an annual report produced. 

Mr Cormack:  What I am telling you is that I will find out what the facts are and I will 
bring them back to you on notice. 

Senator MOORE:  The monitoring and reporting is actually done through AHMAC. Is 
there anywhere where I can find what the process is for that monitoring and reporting through 
AHMAC? 

Mr Cormack:  I think the best thing we can do— 
Prof. Thoms:  Each of the jurisdictions report on a regular basis regarding the progress 

against the maternity services plan. 
Senator MOORE:  To AHMAC? 
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Prof. Thoms:  Yes. It goes through the various committees to AHMAC. They have been 
reporting those and looking at compiling the latest set of information that has not yet gone 
through AHMAC. 

Senator MOORE:  What has not gone through AHMAC? 
Prof. Thoms:  The latest report. 
Senator MOORE:  What do you believe is the latest report? 
Prof. Thoms:  2014-15. 
Senator MOORE:  Do you believe there possibly were reports before 2014-15? 
Prof. Thoms:  My understanding is not— 
Senator MOORE:  Yes, absolutely, and you can take that— 
Prof. Thoms:  I have only been there a few months as well, so I can take it on notice, but 

my understanding is that there has been annual reporting. 
Senator MOORE:  That would be my expectation, so I am looking forward to seeing what 

the reality is. Complementary to the National Maternity Services Plan was the national 
breastfeeding plan. Can you tell me what is happening with the national breastfeeding plan? 

Prof. Thoms:  We will have to take that on notice. I am not familiar with that. 
Dr Southern:  The national breastfeeding framework, as you mentioned, is an adjunct, if 

you like, to the national maternity plan. It has been discussed at one of the principal 
committees in the AHMAC structure, the Community Care and Population Health Principal 
Committee. That principal committee is currently looking at some scoping work around what 
we describe as a high-level enduring framework for breastfeeding, recognising the importance 
and value of breastfeeding. That is an enduring framework and one that will continue around 
breastfeeding. That is some of the preliminary work and discussion that is going on in the 
CCPHPC at the moment and that will report through to— 

Senator MOORE:  You will need to tell me that again. What is it? 
Dr Southern:  It is the Community Care and Population Health Principal Committee, 

which is one of eight or nine or so principal committees that sit under AHMAC. I call it 
'chips'. 

Senator MOORE:  I like that. In terms of looking at what is happening with the national 
breastfeeding plan or strategy—and it was called a 'strategy' in the process—there is some 
preliminary work going on. 

Dr Southern:  That is correct. The committee has been looking at the outcomes against the 
original plan and really considering what we can do in an enduring way to support and 
promote breastfeeding. 

Senator MOORE:  Does the current one run through until June this year as well? 
Dr Southern:  I believe so. 
Senator MOORE:  So the people are getting together to talk about that one—and this is 

not a question to you—but it just seems unusual that there is this preliminary work going on 
on a very important element that feeds into the national plan. 



Page 120 Senate Wednesday, 10 February 2016 

 
COMMUNITY AFFAIRS LEGISLATION COMMITTEE 

Dr Southern:  To be clear, it is at the consideration stage at the moment. It was seen as 
one element that has been discussed separately, but ultimately it will feed into the broader 
maternity services work. 

Senator MOORE:  On the website around the National Breastfeeding Strategy—and there 
were other things in there about the kinds of priorities and I read with interest about 
breastfeeding friendly environments and all those things—is: 

A funding proposal will be considered to consult with jurisdictions on existing data collection 
methods, refine the indicators and recommend processes for routine local collection of breastfeeding 
data for use in national and state and territory reporting. 
So is that one of the things that the CCPHPC is looking at? 

Dr Southern:  That is correct, yes. 
Senator MOORE:  To whom would that funding proposal go? Would that include all 

states and territories and the federal government? 
Dr Southern:  Under the AHMAC structure there is a cost shared budget which is a 50 per 

cent contribution from the Commonwealth and 50 per cent pro rata between the states and 
territories, so each year the different principal committees either have continuing work for 
which they seek funding from the cost shared budget or new proposals. I think that the 
proposal that you are talking about is in relation to a funding bid from the cost shared budget. 

Senator MOORE:  It seems that one of the core things—and that was one of the questions 
I was asking this morning with the NHMRC about the committee work that they do—is about 
child issues. The focus here seems to be on getting better data. 

Dr Southern:  Yes. One of the things that we have discussed at the principal committee is 
how robust and comprehensive our data is and the need to ensure that we have really good 
foundation data to assess the success or otherwise of the initiatives that sit under these 
frameworks. 

Senator MOORE:  Are the responsible ministers the health ministers from all states and 
territories? 

Dr Southern:  Yes, that is correct. It goes through the COAG health ministers council. 
Senator MOORE:  One of the things under the original implementation strategy—and 

they had a list of things that were important to them starting out with effective statistics, 
breastfeeding friendly environments, support in hospitals, which I know is one of the things 
that I am talking to my state government about in terms of effective hospital processes—was 
revisiting the WHO International Code of Marketing of Breast-milk Substitutes. Do you know 
what the status of that work is? 

Dr Southern:  I know about it. I would have to take on notice to get back to you with the 
details. 

Senator MOORE:  The ACCC is currently doing an inquiry—Marketing in Australia of 
Infant Formulas: Manufacturers and Importers Agreement. 

Dr Southern:  Yes. 
Senator MOORE:  I know that is going to the ACCC, but does Health have any 

engagement with that? 
Dr Southern:  I will cover that when we come back to you on notice. 
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Senator MOORE:  That would be good. 
Dr Southern:  From recollection, that was the context in which I became aware of the 

WHO profile. 
Senator MOORE:  It would seem that there would have to be a link. 
Dr Southern:  Yes. 
Senator MOORE:  Certainly some of the submissions I have looked at have gone down 

that track about the quality. 
Dr Southern:  Yes. 
Senator MOORE:  It is not really so much a marketing issue but the quality of what 

services are provided that is going through to the ACCC? 
Dr Southern:  That is correct. 
Senator MOORE:  If we can get that on notice that would be good. 
Dr Southern:  Yes. 
Senator MOORE:  Part of the process was a pregnancy, birth and baby hotline that was 

available for services. I think that is through the maternity plan. One of the elements of the 
work they did was around breastfeeding. They took a lot of calls on that. It was expanded on 3 
December to look at parenting issues around kids up to five years of age, taking it away from 
the infant focus to the early childhood focus. Can I just get some information about that 
change and what the difference is going to be. 

Dr Southern:  I would have to take that on notice. 
Senator MOORE:  Maybe I should just put everything on notice. What can you tell me? 
Ms Cole:  That service was expanded. I think it has been expanded so that the age group is 

five years. 
Senator MOORE:  Yes. That is how it was promoted. 
Ms Cole:  Yes. Also the range of topics that are covered is slightly higher. Basically it is 

still very much focused around providing advice in the middle of the night to parents who 
have concerns around very young children. It is run by the healthdirect company and it is 
essentially a Commonwealth funded program.  

Senator MOORE:  What are the current funding stages of it? This was an extension of it. 
Ms Cole:  Yes. 
Senator MOORE:  Can you tell me what the current contract is with healthdirect, for what 

period of time and for how much? 
Ms Cole:  I think that it was extended for at least a year, but I will just see if I can confirm 

that for you before the end of today. 
Senator MOORE:  That would be good. Mr Cormack, earlier you were talking with 

Senators Gallagher and Rice about the mental health issue around the national perinatal 
initiative, which was around mental health in the national partnership agreement. Can you just 
restate that for me? I heard that but I was looking at it particularly from this issue around the 
whole idea of perinatal care and the continuity-of-care issue. Can you tell me exactly what 
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happened with that national partnership agreement, because you were speaking in a wider 
area about the funds? What has happened to this one? 

Mr Cormack:  It concluded. 
Senator MOORE:  It concluded? 
Mr Cormack:  Yes. 
Senator MOORE:  Was it evaluated? 
Mr Cormack:  I will have to double-check what has been done, but I can say that it 

concluded and the Commonwealth chose not to initiate a subsequent agreement. It was a time 
limited agreement. It came to a conclusion and that is where we are now. 

Senator MOORE:  Can I get on notice whether there was an evaluation of it? 
Mr Cormack:  Yes, certainly. 
Senator MOORE:  We had some discussion earlier looking at whether other services were 

around—that is, in general discussion about that and not on this one in particular—to see 
whether there was any discussion or anything that could be made public about where it could 
go. One reason I asked that question was that I was looking at the information around the 
PANDA hotline, which is one that we do not fund anymore but I have a feeling in the past we 
may have, which offers a service that has private sector funding. They released a fairly 
interesting statement at the end of last year about quite scary statistics around the increase in 
calls they were getting about severe postnatal depression and the impact that it was having. I 
am just wondering where that information would be fed into in our system to pick up on those 
issues, because certainly under one of the mental health plans postnatal depression was one of 
the core issues that we identified; in fact, I think under the Butler plan it was one of the core 
areas of funding. So where would that information around these concerning stats go in terms 
of support? 

Mr Cormack:  I do not have visibility of the specific report that you are referring to. 
Senator MOORE:  I can send it to you. You can take that on notice, Mr Cormack. 
Mr Cormack:  Thank you. 
Senator MOORE:  I can send that you and I will do it within the time frame. 
Mr Cormack:  The point is: what do we do with those sorts of things? That is part of a 

suite of information that is made available to government that informs the ongoing 
development of our programs. It informs future decisions of government and it may get 
consideration in the extent to which it cuts across our responsibilities in what we work 
through with the state and territory governments. That is a general kind of response to how we 
deal with all sorts of research and information that is made available to us. 

Senator MOORE:  Would that come under the maternity services plan? My view of 
maternity is immediate post-birth processes as well in continuity of care, so would concerns 
about postnatal depression be one of the elements that could be considered in the maternity 
plan? 

Mr Cormack:  It certainly could be. It could also be considered as part of a broader mental 
health response, but there are obviously crossover elements. As a general question about what 
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we do with information like that, that is a logical place to consider and act on good evidence 
that may emerge from time to time. 

Senator MOORE:  I want to get onto midwives but first of all, Mr Bowles, I want to ask 
about the Department of Health's staffing arrangements around breastfeeding. Do you have a 
policy within the department for staff and breastfeeding? You can take that on notice. 

Mr Bowles:  I will take that on notice. We have a pretty liberal view around a whole range 
of child related and family related issues. I make a point, if I have a whole of— 

Senator MOORE:  I think you have got a plan. 
Mr Bowles:  I have got a plan. If I have got a whole-of-department or cross-department 

meeting, I always hold them later in the day or post-school dropping off and child care. We 
are committed to flexible, adaptive and attractive ways of dealing with fairness, equity and 
diversity, so that is a good start. 

Senator MOORE:  It is a catchy title. 
Mr Bowles:  In fact, we do have facilities for breastfeeding and, if anyone has any 

particular issues, we will undertake to make sure that those sorts of facilities are available. 
Senator MOORE:  Is your internal plan based on the WHO guidelines? You can take that 

on notice. 
Mr Bowles:  I will take it on notice. 
Senator MOORE:  Yes. I expected you would. 
Mr Bowles:  It is in the context of the WHO, that is for sure. 
Senator MOORE:  I had a discussion with the Public Service Commissioner about the 

difference between having those issues in the enterprise bargain as opposed to in policy. In 
your department, is it in policy and not in the enterprise bargain? 

Mr Bowles:  I think it is in the enterprise agreement as well. We did not change that in our 
context and our enterprise agreement has been voted up. 

Senator MOORE:  Yes. I will have a look. I would like some information on that. The 
question around having it in the bargain so that it is enforceable and having it in policy is one 
of those ones. I will not waste time because I spoke at length with the Public Service 
Commissioner about this the other day. I am just asking all departments. 

Mr Bowles:  Ours is in the EA, but my personal view on having these things in policy is 
that it also a good thing for an organisation, because it means we are thinking more broadly 
about the organisational aspects of a diverse workforce—and we have a very diverse 
workforce. We as a department in particular need to focus on that because, if I look at our 
APS levels, I can see we are 74 per cent female. If I look overall at the entire organisation I 
can see we are 68 per cent female. So it is really important not only from the breastfeeding 
perspective but from a family-friendly perspective that we understand those implications and 
have the right sympathies at the right time and the right facilities available for people around 
those sorts of issues. It is not only female issues these days. 

Senator MOORE:  And you are also the Department of Health. 
Mr Bowles:  That is another issue, but I would like to think that any place that I am 

involved in would have sensitivities to these sorts of things. 
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Senator MOORE:  Are you able to commit to having those special facilities at all your 
locations? That can go on notice as well. 

Mr Bowles:  If we do not have anything available, which pretty much we do, we always 
have some form of time-out type rooms for people who are ill or people who have certain 
circumstances. 

Senator MOORE:  I believe Safe Work have built a whole new facility and I am very 
impressed. Thank you for that and we can get the rest on notice. I just have a couple of 
questions about midwives. I am wanting to work through what is happening currently with 
insurance cover for midwives. It has caused some people to contact my office with deep 
concerns about insurance coverage for midwives. There were transitional arrangements put in 
place to cover from 1 July 2010 to 31 December 2016 the link between registration and 
insurance. Are people working on this issue and how many of them are working on this issue 
of midwife status? 

Prof. Thoms:  The issue is being worked on and it has been discussed with the 
jurisdictions. I cannot tell you exactly how many people are working on it specifically. The 
specific staff involved were here this morning. I will do my best to tell you what I do know. 

Senator MOORE:  Can you just help me with who the specific staff are? 
Prof. Thoms:  The area of the medical indemnity and insurance. 
Senator MOORE:  We were told to bring everything on midwives to 5. 
Prof. Thoms:  Yes. There is work ongoing, as I said, as are discussions with both insurer 

and with the jurisdictions in order to attempt to reach some resolution to the issue, because it 
is well understood with the concerns of the privately practising midwives and the women that 
they care for. 

Senator MOORE:  And also the different arrangements from state to state about coverage 
in hospitals and out of hospitals and all of those things? 

Prof. Thoms:  Yes.  
Senator MOORE:  My understanding is that one of the insurers is no longer offering 

insurance to midwives now. 
Prof. Thoms:  Yes. 
Senator MOORE:  That is one of the issues that has been discussed. I do not think you 

can tell me much more about that. 
Mr Bowles:  Ms Jolly might be able to fill you in on some of those issues as well. 
Ms Jolly:  Could you just repeat the question?  
Prof. Thoms:  One of the insurers is no longer— 
Ms Jolly:  Which is true. 
Senator MOORE:  Is that Vero? 
Prof. Thoms:  It is Vero. Vero is no longer providing insurance. 
Senator MOORE:  There was an option of insurance but now it has withdrawn that 

coverage? 
Ms Jolly:  Yes, that is correct. 
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Senator MOORE:  That brings another level of pressure on the private midwives as an 
industry. 

Ms Jolly:  My understanding of the Vero products is that they were for a particular market 
within the midwifery profession. The product that we have with MIGA is still available and 
on the market. 

Senator MOORE:  MIGA came in very quickly in 2010. 
Ms Jolly:  And that continues. 
Senator MOORE:  I suppose the real focus will come on towards the end of 2016 as it 

gets closer to that end date of the transitional provisions. 
Ms Jolly:  Correct. 
Senator MOORE:  It would be the second half of this year, so I will ask for a report at 

that stage about what is happening. In terms of the people who are caught up in these 
discussions, I know the private midwives have their own industry group and work closely, but 
another group that is interested in this process and may or may not be caught up in the 
discussions are the various universities who have got specialist midwifery courses now—and 
they are very highly used courses. They are enrolling a lot of students and it is my 
understanding that the insurance issue may impact on people graduating as midwives who do 
not want to work in hospitals; they may not be able to get coverage. That is one of the core 
issues that has come up. That is just something to think about. Most of the medical schools in 
Queensland have specialist midwife training courses now that are not— 

Prof. Thoms:  We have midwifery programs all around the country now. It is what they 
call a Bachelor of Midwifery or direct-entry programs. 

Senator MOORE:  That is right. 
Prof. Thoms:  Certainly there is a cohort that graduate from those programs that would 

like to go straight into private practice. There are, however, some registration requirements 
that they need to meet which also line up with the insurance requirements. 

Senator MOORE:  The other issue I had in following up through Minister Ley's office 
was on the process of collaborative arrangements and where collaborative arrangements are 
now operating with midwives in practices. Do you have any data on that? 

Ms Jolly:  We would have to take that on notice. 
Senator MOORE:  One of the people in Minister Ley's office was following up on that for 

me as well. I would really like the data by state. I know it is a relatively small number but I 
would like to see which jurisdictions are moving more quickly on that. I know it is a decision 
for the individual private obstetricians to actually initiate practice, but it was one of the core 
elements of the midwifery plan that we had in the last government to encourage collaborative 
arrangements, so I would like to see where that program is up to. 
[17:29] 

CHAIR:  We will now move on to outcome 11 on ageing and aged care. 
Senator POLLEY:  I thought we would start with something easy to begin with. Could 

you advise the committee as to how many aged-care facilities the minister and the assistant 
minister have visited since they took on their roles with the new Turnbull ministry? 
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Ms McCarthy:  We do not have that information with us. We can take it on notice. 
Senator POLLEY:  It should be fairly easy to have that information to hand because my 

understanding is that, when a minister is visiting, there would be a briefing note made in 
relation to the facility where she is going. So I am sure that that would be pretty easy to bring 
back to us shortly. 

Mr Bowles:  We can endeavour to do that, but if we cannot then we will take it on notice 
and get that. We do not manage the minister's diary.  

Senator POLLEY:  Well, you may not; you do briefings, though, for the minister. 
Mr Bowles:  We do briefings but not all things that ministers do require briefings, so we 

will see what we can do. 
Senator POLLEY:  I think it is rather important, considering the calls that have been 

made from the sector and the public and even me that we needed a minister for ageing, for us 
to know how many visits the minister has made to the facilities, when they occurred, which-
aged care facilities she—and also the assistant minister—actually visited outside her own 
electorate, what the purpose was of her visits and what the outcomes were. 

Mr Bowles:  We will take that on notice. We will endeavour to get that for you. 
Senator POLLEY:  That would be very useful because if you look at the social media you 

see lots of photos of the minister at sporting events and even Minister Nash has lots of social 
media about her visits around rural health, so I am hoping that you will be able to come back 
to us before dinner. 

Senator Nash:  Can I just clarify that the assistant minister, Ken Wyatt, is responsible for 
aged care under the minister, Sussan Ley. I, of course, have responsibility for rural health and 
from time to time— 

Senator POLLEY:  That is really helpful because we found it very difficult to determine 
what responsibilities he has, so that is terrific if he has actually got that responsibility. But I 
am sure as the overarching minister she would have visited some aged-care facilities. 

Senator Nash:  I am sorry, if I could just finish what I was saying in relation to me. 
Because I am responsible for rural health, of course I have some responsibility there as well. 
It is spread across all three ministers in the portfolio area but, of course, led by the senior 
minister, Minister Ley. 

Senator POLLEY:  Yes. If the department, or even you, Senator Nash, would like to help 
the committee out by endeavouring to get that information that would be most useful. 

Mr Bowles:  We will endeavour to. If we cannot, we will get it on notice for you. 
Senator POLLEY:  As I said, this is estimates. You have known that estimates was 

coming up. I do not think it is unreasonable, with a new minister with a portfolio area that I 
believe is essential to the Australian community, that the committee knows whether or not she 
has actually visited any aged-care facilities. 

Mr Bowles:  As I said, we will take that on notice. It is not our normal practice to manage 
where ministers go and— 

Senator POLLEY:  I am not expecting you to manage— 
Mr Bowles:  We will follow up— 
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Senator POLLEY:  I am not expecting you to manage her diary, but I am expecting that 
you answer the questions and have the information available for us. 

CHAIR:  Order! I will ask you to allow the official, Mr Bowles, to answer the question. 
Talking over him is not going to help to get the information. Allow him to finish and if you 
want to ask further question you are welcome to do so. 

Senator Nash:  Chair, perhaps if I can assist, Senator Polley, we would have thought we 
would be aware that if she has an interest in a particular area she can, of course, flag it with 
the secretariat to raise it with the department prior to the estimates so that departments are 
aware of issues that might be raised. 

Senator POLLEY:  I would not have thought that it was uncommon at estimates, in the 10 
years that I have been here, to have this sort of information freely made available from the 
department and from the minister at the table. I look forward to that and I will have some 
questions, no doubt, arising from that, so I would like to be able to come back to that if I can. 

If we can move on to issues around MYEFO and the cuts that have been made to aged care, 
there has been planned residential aged care subsidies under the ACFI for 2014-15 that 
exceeded the budget estimates by approximately $150 million. How did this happen? 

Ms McCarthy:  The Aged Care Funding Instrument is the instrument through which the 
bulk of the funding for residential care grows. It is a demand-driven appropriation. We 
estimated what that expenditure would be. Because of higher claims by providers that 
expenditure was greater than was estimated, so an upwards variation was made. 

Senator POLLEY:  So, a reduction has actually been made to the care of those who have 
complex care needs. How is that going to reduce— 

Ms McCarthy:  No. 
Senator POLLEY:  I am sorry, I have not finished. 
Ms McCarthy:  I am sorry. 
Senator POLLEY:  Can you explain to me and to the committee how reducing the 

subsidy price will ensure greater compliance. 
Ms McCarthy:  We have not reduced the funding; in fact, the funding continues to grow. 

What happened was there was an upwards estimates variation of $150 million in one financial 
year and $1 billion over the forward estimates. Part of that, a saving of some $472 million, 
was made through changes to the complex health care domain, so the funding continues to 
grow. It has not been cut. The unanticipated growth in the complex health care domain has 
been reduced through making that saving. 

Mr Hartland:  Just to provide some additional information in addition to what Dr 
McCarthy has provided to you, the subsidy price has not changed that we paid. What we have 
changed are the criteria. What we will be looking at are the criteria by which aged care 
services get to the higher price for complex care needs, so we are making that test more 
rigorous than it would otherwise have been. The level of subsidy for a person with high levels 
of complex need has not been dropped. That approach was tried a number of years ago. This 
measure does not operate in the same way. 
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Senator POLLEY:  Minister Ley is reported in The Australian on 16 December last year 
as saying that the $472.4 million cut from the Aged Care Funding Instrument was designed to 
nip any non-compliance in the bud. Are you familiar with that? 

Mr Hartland:  There are a couple of measures that were announced at the same time. I am 
not familiar with the minister's statement. 

Senator POLLEY:  I have copies of the media release if you would like to have a look at 
it. 

Mr Hartland:  Yes, that might be helpful, but there are a couple of measures. The $472 
million measure changes the way in which we will score the instrument and bring to— 

Senator POLLEY:  Could you speak up? I cannot hear you. 
Mr Hartland:  Yes. The $472 million measure changes the way in which the instrument 

that providers use to assess needs works, so it makes the criteria to get to a higher level of 
funding more stringent and it responds to the fact that we have seen growth in one area of the 
needs assessment instrument that did not appear to us to be caused by an underlying increase 
in need. That helps moderate the growth that we are seeing in the outlays. In addition, at the 
same time, the government announced some measures to increase its scrutiny and compliance 
and the scrutiny of those scoring processes in order to make sure that they were being 
properly administered by aged-care providers. 

Senator POLLEY:  I think the terminology that was used by the minister was that there 
was rorting going on, so what modelling was used to make that assessment? Because people 
have complex issues, how is reducing the funding in this area going to ensure that we have 
world's best practice? 

Ms McCarthy:  The minister did not use the term 'rorting'. That term was used in media 
reports. That term has never been used by the minister and it has never been used by the 
department. 

Senator POLLEY:  So, she did not talk to the media? 
Ms McCarthy:  There was a press release at MYEFO in which the minister referred to the 

importance of upholding the integrity of the funding instrument. As Dr Hartland mentioned, 
we, through analysis of the data on the claim through the Aged Care Funding Instrument, 
were able to ascertain that the unanticipated growth in the claims was not consistent across all 
areas of the instrument; it was only in one particular area. In the complex health care domain 
there is real growth built into the forward estimates already for frailty growth; we know that 
older people stay in their homes longer and so when they finally enter residential care each 
year their needs are greater. 

Senator POLLEY:  I do know that. 
Ms McCarthy:  So frailty growth is already built in. The aged-care funding— 
Senator POLLEY:  Can I just make a point that I know what you are saying and I 

understand that but we are very limited on time, so I just want to clarify that you said the 
minister did not speak to the media about this? 

Ms McCarthy:  No, I did not say that. I said that the minister— 
Senator POLLEY:  You said she put out a media release. 
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Ms McCarthy:  The minister did not use the term 'rorting'. 
Senator POLLEY:  But she did speak to the media? 
Ms McCarthy:  There was a press release from the minister about the measure entitled 

'Stronger compliance to protect integrity of aged-care sector'. The media release outlined both 
the compliance measure that Mr Hartland referred to and the change to the complex health 
care domain. That was made because that was the only area in which we could see the 
expenditure increasing. Frailty growth, if it was consistently occurring, you would expect it to 
occur in all areas of the Aged Care Funding Instrument, and that was not happening. 

Senator POLLEY:  Yes. Thank you. Can you confirm whether or not the minister did any 
interviews around this issue with the media? Also, this is another blow-out that has resulted in 
a cut to funding, so did the minister have an interview where she talked about these issues? 

Ms McCarthy:  I am not aware if the minister had an interview but, if I could just 
reiterate, it is not a cut in funding. Funding continues to grow. The funding is, in fact, growing 
above additional estimates. There was an upwards estimates variation and part of that has 
been reduced through a savings measure, but funding continues to grow for the Aged Care 
Funding Instrument. 

Senator POLLEY:  Are you saying then that for pain management and medication 
management, those two areas, there has not been any accusation of rorting by the aged care 
providers? 

Ms McCarthy:  The minister has not accused anyone of rorting. 
Senator POLLEY:  I am sorry, there has not been any? As far as the department is aware 

there is no need to be concerned in that area? 
Ms McCarthy:  We always need to be concerned when there is unanticipated growth 

which we cannot explain, and that is why there is an additional compliance measure to ensure 
that providers are claiming correctly, so there will be increased auditing and there will also be 
a fine for repeat offenders. Through the changes to the complex health care instrument we are 
working closely with the sector, including clinical expertise from the sector, in redesigning 
that part of the instrument. 

Senator POLLEY:  Can I ask you, if you will, to outline to us the sort of modelling that 
has been done because of the impact of reducing the funding on these genuine cases of 
residents requiring pain management and medication? 

Mr Hartland:  We have done modelling obviously of the forward estimates. 
Senator POLLEY:  Can you table that for us? 
Mr Hartland:  It is in the portfolio additional estimates statement, so it is available 

through that. I think we would say that the effect of the measure is to return people to the 
subsidy that they would get if the instrument is being operated correctly. 

Senator POLLEY:  I am sorry, that was not my question. 
Mr Hartland:  I do not think we would say that it reduces funding that people should be 

getting for pain management. 
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Senator POLLEY:  What I was asking was what modelling has been done to ensure that 
there is no disadvantage to those residents with this funding cut who need medication and to 
ensure that those people are going to have their pain medication available to them? 

Ms McCarthy:  They will still have their pain medication available to them. This does not, 
and in no way— 

Senator POLLEY:  It is not going to impact on any residents? 
Ms McCarthy:  Well, in no way should it prevent providers delivering the care that 

residents need. Part of the logic behind redesigning the instrument is that, in fact, there can be 
some perverse incentives via the instrument that do not work to the benefit of residents. For 
example, when funding is delivered on the basis of how many minutes it takes to deliver pain 
medication, that can work against, for example, providers thinking carefully through whether 
that amount of medication is actually needed. That is just one example. 

Senator POLLEY:  If we take somebody who has severe dementia issues and has high 
levels of pain, it is obvious that they may have some issues around communicating that there 
is a pain issue for them. I think that is quite well documented now. How will reduced 
subsidies make it more effective for that resident? 

Mr Hartland:  The intention of the changes to the instrument is that when someone 
genuinely needs additional funding to cope with pain management— 

Senator POLLEY:  Who makes that decision about whether it is genuine or not? 
Mr Murray:  The provider is required under the Aged Care Act to provide the appropriate 

care that a person needs. That is the fundamental underlying principle at all times. 
Senator POLLEY:  It is bit hard if you keep making cuts. 
Mr Murray:  There are no cuts to funding. What has happened is that the growth rate of 

funding has been adjusted to bring it into line with the expected growth rate. The funding 
overall for the sector is still growing. There is not a connection there to say that an individual 
person's funding will be cut; in fact, funding has grown faster than what the government 
anticipated and the forward estimates have been amended to reflect that higher funding that 
has actually been provided. Nevertheless, the government, as a prudent financial management 
strategy, has taken action to reduce the funding growth back to the expected growth of the 
individual estimates or towards that growth. 

Senator POLLEY:  You may say that there is no cuts but when there is less money 
available it actually does impact on individuals and residents. 

Mr Hartland:  No, there is not less money available. 
Ms McCarthy:  There is more money available. 
Senator POLLEY:  There was an article in The Courier-Mail about swindling and that 

residents were being over medicated by providers. There were accusations about it being just 
a cash grab. With $150 million of that being overspent there were also, as I said, claims that it 
was fraudulent claims but you are saying you do not know if the minister had any interviews 
other than her media release, so you do not know whether the terminology of 'fraud' and 
'rorting' was actually used. 
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CHAIR:  Can I just make a suggestion. You are obviously reading from a news article. It 
might be useful if you wanted to table that for the benefit of the public servants who are 
answering questions on it. 

Senator POLLEY:  I do not have copies available but I am more than happy to ensure that 
can be— 

CHAIR:  I am sure copies can be made. It just might aid the ability of officials to answer 
some of those questions. 

Senator POLLEY:  You are not aware of any of these media reports? 
Mr Bowles:  No. Ministers make media statements and talk to the media all the time on 

different issues. We are not necessarily privy to that, but Dr McCarthy has said a number of 
times now that the minister did not mention rorting. That is media speak by someone. Also, 
we have stated a number of times that there has not been a funding cut—this is a demand 
program—and what we are seeking to do is to look at funding growth in the context of the 
patients and the acuity levels and all of the things that go into this formula. 

Senator POLLEY:  With all due respect, that may be the view of the department and the 
government that there are no cuts but you are having less money available. 

Mr Bowles:  I am sorry, can I answer that? 
Senator POLLEY:  When did the department uncover the— 
Mr Bowles:  I am sorry, Chair, I would like to answer the question please. 
CHAIR:  Senator Polley, if you are going to put things to officials they should have the 

opportunity to respond. I will allow Mr Bowles to respond. 
Mr Bowles:  Thank you, Chair. I cannot leave it at this point where we keep going back to 

there being a cut. We have made the statement on a number of occasions that there are no cuts 
to this particular program. I will just make that point. I will leave it at that because I will 
probably have to go over it again later on. 

Senator POLLEY:  Could there be any other reasons for the growth in demand of the 
ACFI other than somebody trying to scam? 

Mr Hartland:  We would not use the term 'scam'. 
Mr Bowles:  We never have. 
Senator POLLEY:  I am pleased to hear that. I am not saying that you did, but I am just 

saying that these are the accusations that are being thrown around in the media. 
Mr Hartland:  If the choice is between it being caused by scamming or being caused by 

other factors I think we would say, looking at the data and analysing the data, that we do not 
believe that it is because of an underlying growth in frailty for residents. We cannot see that 
emerging from the data. While we would not label it as scamming we think that the 
instrument is being used in a way that was not intended and we have made some changes to 
the instrument to make sure that it provides and targets funding to the people who genuinely 
need the additional assistance. 

Senator POLLEY:  So, we can go away from today believing that no resident will be any 
worse off after these changes? 
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Ms McCarthy:  Providers are legally obliged to provide their residents with the care that 
they need and, as the minister said in the media release that announced the MYEFO measures, 
there are thousands of passionate providers delivering older Australians high quality care 
every day. These measures are about protecting the integrity of the instrument, and they do 
that in two ways. 

Senator POLLEY:  I have a couple more questions before I go on to another area because 
I know we are short of time. Considering that I have heard a lot of feedback when I move 
around and talk to various providers that ACFI is a very complex system. In the spirit of red 
tape reduction has any consideration been made by the department or any recommendations 
made to the government to change that or simplify the process? 

Ms McCarthy:  It is a complex instrument. I think it has been in place for around 10 years. 
It is a matrix with a range of questions against a range of domains. We are keeping that under 
review. Part of the discussion that we are having with the aged care sector around this part of 
the instrument is about whether this part of the instrument is in line with contemporary 
practice, for example, in relation to pain management, so it is something that we are keeping 
under review. 

Senator POLLEY:  That is good, because there are two issues that are raised with me 
every time that I go to an aged care facility or I speak to any proprietor, and that is losing $1.8 
billion in funding cuts and ACFI being very complex, so perhaps we can follow up on that at 
the next estimates to see if there has been any progress. 

Now, if I could just ask one final question on this: how many of the incorrect claims were 
the result of errors as opposed to fraud? 

Ms Buffinton:  As I think might have been outlined in the minister's press release, we go 
in and do a review program. Of the 200,000-odd residents in a year in residential care we do a 
cross-section audit of around about 20,000 individuals each year. In the year 2014-15 one in 
eight of the ACFI claims was found to be incorrect. Whether that was incorrect or false we do 
not differentiate. The fact is that it was incorrect. We, therefore, do a downgrade and that 
means that the provider then repays. As we were saying earlier, first of all we do a lot of 
education before going in to make sure that providers understand the instrument, even though 
it is complex, but also on a exit interview we go through the processes and most organisations 
are grateful for that clarification and so forth. Just so we know, one in eight of those 20,000-
odd reviews result in a downgrade. 

Senator POLLEY:  So we are not really sure whether it was intentional or non-
compliance? 

Ms Buffinton:  No. We are just aware that when we look at it, it is incorrect. The 
background reason for that, intended or not intended, is not material. 

Senator POLLEY:  I am aware of those. What sort of consultation was made with the 
sector itself before this change was announced? 

Ms McCarthy:  Which change are you referring to? 
Senator POLLEY:  The downgrade of money. 
Ms McCarthy:  The change to the instrument? 
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Senator POLLEY:  We are saying there is a cut and you are saying there is not, but what 
consultation was made when you changed the instrument? 

Ms McCarthy:  Yes. As soon as we became aware—and I think it was around the middle 
of last year—that the expenditure was growing at a much higher rate than anticipated, we 
began consulting with the sector via a subgroup of the Aged Care Sector Committee. That is a 
sector committee that advises the minister on aged care issues. 

Senator POLLEY:  Would you be able to give us the names for those people that you 
consulted? Who is on that committee? 

Mr Hartland:  We can certainly give you the names of the people on the working group, 
yes. 

Ms McCarthy:  In the lead-up to the MYEFO measure, without of course revealing to the 
people on the working group ahead of the budget of what the government's decision was 
going to be, we spent several meetings working through with the sector what might be the 
reasons for the increased growth. So the sector representatives—providers, consumers and 
representatives of the workforce—put lots and lots of questions to us and lots and lots of 
hypotheses about why this unanticipated growth might be occurring and over several sessions 
we mined our data and concluded, as Dr Hartland indicated, that it was occurring in one 
particular part of the domain and not across the board. There were several meetings with 
sector representatives in the lead up to the measure. The sector, in part because I think in 2010 
something similar occurred in relation to growth above estimates and measures were taken to 
reduce growth, because of that the sector was well aware of the range of things that 
government might do. 

CHAIR:  Senator Siewert has been patiently waiting. 
Senator POLLEY:  I was going to refer to her for a follow-up question. 
CHAIR:  I think Senator Siewert has a series of questions, so I will go to Senator Siewert 

now for a period of time. 
Senator SIEWERT:  Thank you. I have a few more here. Senator Polley has covered this 

pretty extensively. On the consultation process I understood that there was also a commitment 
that consultation would occur about implementing reforms. We have just talked about the 
consultation process before the announcement was made, but what is happening now in that 
space? Are you actually talking to providers about how you now intend to roll this out? 

Ms McCarthy:  Yes, and that is continuing. Through the chair, for Senator Polley's 
benefit, I actually have the names of the members of the expenditure working group. Senator 
Siewert, if I could read that into the record and then I can answer your question about the 
ongoing consultation. 

Senator SIEWERT:  Yes. Thank you. 
Ms McCarthy:  I am a member of that group; Mr Gary Barnier from Opal Aged Care; Ms 

Maureen Berry from Bupa Aged Care; Ms Netty Horton from the Salvation Army; Adjunct 
Professor John Kelly from Aged and Community Services Australia; Mr Nick Mersiades from 
Catholic Health Australia; Mr Patrick Reid, Leading Age Services Australia; Ms Lee Thomas 
from the Australian Nursing and Midwifery Federation; Mr Ian Yates from COTA Australia; 
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and, my colleagues, Mr Hartland and Mr Murray are also on the group. That working group is 
continuing to meet to discuss, among other things, the implementation of the measure. 

Senator POLLEY:  Can we get copies of those minutes from those meetings? Is that 
possible to have them tabled? 

Ms McCarthy:  We would not normally table or provide copies of internal minutes of 
departmental meetings. 

Senator POLLEY:  Chair, I think within the standing orders we could. 
CHAIR:  I am sorry, my apologies. 
Senator POLLEY:  I asked if we could have tabled copies of the minutes of those 

meetings around that consultation. I would have thought that that is within the standing orders 
for the Senate committee to request those. 

CHAIR:  It is within your ability to ask the question. It is up to officials as to their 
response. 

Ms McCarthy:  We will take your request on notice. 
Senator SIEWERT:  In terms of the process of when you were first talking to the pre-

MYEFO announcement, when you were talking to the group did you talk to them about how 
much was going to be cut, or was that decision made and you talked to them about the fact 
that there needs to be some work done on this particular area of expenditure? 

Ms McCarthy:  No, we did not, obviously because it was a budget related issue. We did 
not discuss with the group the reduction in growth that the government decided to make, but 
in discussions with the group I made it clear that there was a range of options open to the 
government in relation to the extent to which it would choose to reduce the growth and by 
what proportion, so they were aware that they could choose one end of the spectrum or the 
other. Government could have chosen not to take any savings or, indeed, to take more savings 
than it did. There is always a range of options when there is an upwards variation in the 
estimate as to what government chooses to do. 

Senator SIEWERT:  Was there support from the group for the changes? 
Mr Hartland:  We would not ask a group like that to endorse that type of policy. Their job 

is to help us develop good policy by providing intelligence about the sector and about how 
things work, to point out risks and benefits of different approaches. We would not try to say 
that we would ask those people to say, 'Yes, this is the measure that should be taken.' That 
would probably be putting them in a position that would be difficult for them to negotiate 
with their constituent agencies. 

Senator SIEWERT:  Fair enough. How was that arranged? You can consult and everyone 
says, 'No, this is a terrible idea', but we still consulted. 

Ms McCarthy:  There was a range of public responses. 
Senator SIEWERT:  Having been in that position— 
Mr Hartland:  In effect, what we were trying to gauge was if you look at the different 

approaches, if you took the view that you wanted to return the growth path of the sector to the 
one anticipated in the last portfolio budget statement; there were various ways of doing that. 
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Then we were seeking views about which of those options was more or less palatable, not 
whether they thought that they were. 

Senator SIEWERT:  So, you took a series of options which was the least worst? 
Mr Murray:  There are views on many issues with the options, so the impact and so forth, 

yes. 
Senator SIEWERT:  We will move on because we have talked about that one a bit. I also 

want to ask about the $61.9 million by strengthening compliance activities measures. 
Ms McCarthy:  Yes. 
Senator SIEWERT:  What are the compliance measures that are particularly going to be 

undertaken? My understanding is that you are updating your audit processes. 
Ms McCarthy:  That is right. It is to improve more intensive auditing. Ms Buffinton can 

talk about that in more detail. 
Ms Buffinton:  As we were discussing a bit earlier, we go out, at the moment, and conduct 

20,000 audits. Some of our investment is going to be in IT, to actually have a better IT and 
data capacity because we want to be proportionate about this just to make sure. So a certain 
number of those 20,000 audits is, even with the very best providers, to keep them on the right 
edge of always doing the right thing and doing the right ACFI calculations. There is a certain 
amount of, if you like, deterrence in that. We also want to be able to spend a little bit of extra 
time to, therefore, pick out whether there are any patterns that we are noting in terms of data 
so that, rather than everybody getting, if you like, a higher level of compliance, that we are 
proportionate and we focus our compliance where potentially we think we need to focus. If 
we start going more readily to places it is not just because we think they are a provider of 
concern; it also can be: when was the last time we went in and did a more detailed audit? 
There is a range of different risk factors that we will take into account. 

In terms of IT data driving, the opportunity of that is that instead of 20,000 light-touch 
audits that we will probably have a few less than 20,000 but a number that are much more 
detailed, and through that we will learn a lot more about the program. 

Senator SIEWERT:  So, more targeted to the IT. If I interpret what you are saying 
correctly, basically using IT programs to then look at patterns and then focus there. Is that 
right? 

Ms Buffinton:  That is right. You were asking about the $61.9 million in terms of what 
those savings are. 

Senator SIEWERT:  Yes. 
Ms Buffinton:  We are already getting a range. As I said, one in eight are found to be 

either false or incorrect; therefore, we get quite a bit of money back from providers. We 
believe that by going in and doing a little bit more of a focused view that we will have both an 
increased deterrence factor, people will pay more attention to their accuracy, but also that we 
are likely to pick up some areas of concern if we are looking at some of these more 
concerning providers or trends. 

Senator SIEWERT:  What is the change in debt recovery? I understand that is part of this 
process as well. 
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Ms Buffinton:  We have the recovery of overpayments. That is what we have now. I just 
described the wider effect. That is going to be increasing. Also, at the moment, there is the 
opportunity for a provider to request a reconsideration of the department's decision. At the 
moment there is nothing in place for a provider just asking for reconsideration. It takes up a 
little bit of time. There is no incentive or disincentive for them to ask for a reconsideration. 
What we have put in there is the fee for reconsideration of requests, so on that one if there are 
concerns and we do a reconsideration, where we agree that there should not have been a 
downgrade, we will not be taking a fee off them but if they have asked for a reconsideration 
and we go through our processes and our position is upheld, that will be a reconsideration sort 
of fee, if you like.  

The fine is after a whole range of things. If organisations have repeatedly done something, 
so we have gone through education, we have gone and had a look and we have done 
downgrades, we have then written to them and given notice of our concerns that we then can 
escalate where we can ask them to reconsider all of the people within that service, it is at the 
very end of all of that. We have never had a fine. It is just to sort of highlight the fact that this 
would be very exceptional. If you look at recent years there would hardly be any cases of it, 
but it is just making sure that proportionately we have all levels of compliance available to us. 

Senator SIEWERT:  Is there a cost associated with the measure in providing training? 
Ms Buffinton:  No. Part of the funding for what the ACFI review team does is that they 

conduct general information sessions but also as part of their exit interview they include 
education so it is not— 

Senator SIEWERT:  It is already taken into account? 
Ms Buffinton:  It is already taken into account. 
Senator SIEWERT:  I do not have any more questions on that particular measure but I 

would like to ask about the culturally and linguistically diverse background strategy. 
Ms McCarthy:  My colleague, Ms Moody, can help you on that.  
Senator SIEWERT:  In the previously published strategy there was a commitment to 

annual reporting. In the new strategy that was issued after the last election, that commitment 
to annual reporting was not included. Was this exclusion deliberate and, if so, who made that 
decision? 

Ms Moody:  The strategies have a life over time and, in fact, a number of things have 
occurred with the strategies, including creation of working advisory groups that are looking at 
the strategies, but a decision was made that it would be better to report on the strategy. There 
are things that happen each year and there are things evolving with the strategies, but that 
formal reporting would occur at the end of the strategy rather than on a year-by-year basis. 
That reflects that a number of the projects that come under the strategy are in place but evolve 
and take time to develop. 

Senator SIEWERT:  The problem with that is how do you know that you are on track to 
meet that strategy? 

Ms Moody:  Yes, and the working groups—because there is one for the LGBTI strategy 
and there is one of the CALD strategy—are conscious of that. We work with them on 
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progress against the strategy but we have not formalised the sharing of that through an annual 
report. 

Senator SIEWERT:  So, at least through the sharing of that there is an annual report and 
it is a much more transparent and accessible public process, at least to stakeholders? 

Ms Moody:  Yes. 
Senator SIEWERT:  Does that process that you have been talking about working with the 

sector have the same level of scrutiny and access? 
Ms Moody:  I am sure it is shared beyond the working group because people on the 

working group represent a whole range of organisations who have an interest in the strategy 
and, indeed, aged care generally, but there is no formal process in which we do that. 

Senator SIEWERT:  Who made that decision? Was it the department or the minister? 
Ms Moody:  It was part of a consideration by the former minister. 
Senator SIEWERT:  The former minister? 
Ms Moody:  Yes. 
Senator SIEWERT:  I would like to ask about the level of dedicated funding for the 

implementation of the strategy. 
Ms Moody:  I will just have to find the right brief. There is a range of things that occur 

within the strategies and projects that specifically support the strategy. I am sorry, I have a lot 
of briefs so I will just need to flick through them. There is a large amount of money spent 
through the aged care system that supports people from a CALD background or from the 
LGBTI background or, indeed, any particular group that is not actually encompassed in the 
strategy. I just preface the first bit of that by saying that, for instance, in the aged care 
approval round providers might focus on special needs groups including CALD in making an 
application and we will take that into account to ensure that there are appropriate, for 
instance, CALD specific services that are considered favourably as we do the aged care 
approval round so that there is a range of services available. 

Then within the strategies themselves there is a range of projects that aim to deliver greater 
outcomes on top of those services. Those strategies—and I will just find the right one—
include, for instance, that in the CALD area we fund a series of providers called Partners in 
Culturally Appropriate Care who work, among other things, with mainstream providers to 
assist them in training their staff, for instance, or resolving particular issues to ensure that, 
because there is not going to be a CALD specific service for each nationality in any particular 
location where people would need the service, so they work with mainstream providers 
mainly but also sometimes with CALD providers to ensure that they understand the cultural 
specific nature of the different clientele. 

Senator SIEWERT:  I am wondering, because I am conscious of time, whether it is 
possible for you to table the list of projects? 

Ms Moody:  I do not know if I have it in a form where I could just table it but I can 
certainly give it to you on notice. 

Senator SIEWERT:  That would be great if you could. 
Ms Moody:  Yes. There is a whole range of projects. 
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Senator SIEWERT:  Yes. That would be helpful. 
Ms Moody:  During what was the Aged Care Service Improvement and Healthy Ageing 

Grant, ACSIHAG, that you might remember— 
Senator SIEWERT:  Yes. I always loved that name. 
Ms Moody:  It is now, DACS, Dementia and Aged Care Services program. There are 

various grants rounds where we go out to the market for projects; CALD and the other special 
needs groups are also a focus of additional projects that we would take on that aim at those. 
The point I am trying to make is that the strategy is always growing and changing. 

Senator SIEWERT:  If you could table that— 
Ms Moody:  Yes, I can. 
Senator SIEWERT:  Does it have the cost of the projects as well? 
Ms Moody:  We can give you the cost, the time and who the organisation is with, because 

all of that is publicly available in that all grant information is funded. These are grants. We 
can give you a consolidated list under the CALD strategy. 

Senator SIEWERT:  That would be fantastic. Thank you very much. 
CHAIR:  Just before we go to further questions there are a couple of things. One is that we 

have had the 45 minutes that we allocated for Ageing and Aged Care. This would not be the 
first one to go over but because of that we started out roughly three hours behind before we 
started Ageing and Aged Care and we have had the allocated time so I would remind you, 
Senator Polley, before I go back to you, that that is the case, that we are at the allocated time 
for Ageing and Aged Care, but I cannot shut you down. 

Another point I would make, Ms Cosson, is I undertook to get back to Mr Bowles in 
relation to whether or not we could release any officials and my advice from other senators is 
that is not possible at this time, unfortunately, so I apologise for that. I suspect that we will 
struggle to get to the last two or three outputs but it will depend. We may make up a lot of 
time after dinner but we will see. So, it is with that reminder, Senator Polley. 

Senator POLLEY:  Thank you. I have been patiently waiting all day for what I think is 
the most important area of aged care. 

CHAIR:  You might have to speak to your colleagues about how long you had to patiently 
wait. 

Senator POLLEY:  Can I move onto the workforce? I am sure everybody agrees that this 
is an area that is of critical importance to the sector going forward. I was wondering whether 
Minister Nash wants to take this question. I wanted the committee to understand and to know 
what exactly the government is doing to address the critical shortages in aged care when it 
comes to their workforce. 

Senator Nash:  Thank you very much. I am very happy to give you a detailed briefing on 
notice from the minister. As you would know Mr Ley is responsible and also Minister Wyatt, 
but I might ask Ms McCarthy to just add some detail now. 

Ms McCarthy:  You are right. It is a critically important issue and it is one in relation to 
which we have ongoing discussions with the sector via the aged care sector committee, 
among other forums. As I think we discussed in the last estimates, providers have legislated 
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responsibilities in relation to having the appropriate sized workforce in relation to their 
services and the right type of people with the right qualifications. Government also has 
responsibilities that it exercises through a range of policy and funding levers, both within the 
health portfolio but also well beyond the health portfolio. 

The government is willing to assist the aged care industry in their development of a 
strategy for workforce development to meet the challenges that we are all aware of and we are 
just working through the details of how that might occur. 

Senator POLLEY:  I appreciate your comments but after two years of the government 
knowing that Living Longer Living Better had started to address these issues as far as funding 
was concerned, the fact that the government has cut $40.2 million out of the Aged Care 
Workforce Development Fund—that is a 15 per cent cut—and now that has been 
amalgamated into the Health workforce. We are looking at a really nasty cut of over $5 
million. We have had the audit. The sector is looking for some guidance. I understand they 
also have a responsibility, but we have had an audit. We have had these cuts. This is 
something that we actually need real leadership on because in my home state of Tasmania we 
need another 5,000 workers in the next five years and nobody seems to have the answers. 
Unfortunately in opposition we do not have the resources to do it, so I was hoping you would 
be able to give us a bit more meat on the bones. 

Ms McCarthy:  I think it is important to point out firstly that the figure you referred to is 
an overall figure of a saving resulting from the combining of the Health Workforce Fund and 
the Aged Care Workforce Development Fund. Also, as you are probably aware, the initiatives 
relating to dementia care were not affected by this save and the Indigenous workforce 
initiatives also are unaffected, so funding continues to flow in those areas.  

My colleagues who will be administering the new combined fund will be able to provide 
more detail about the operation of that fund in the future, but we will be working together to 
identify priorities for the fund. Bringing them together ensures that we coordinate as 
effectively as possible in relation to those parts of the workforce where there are very 
important overlaps, in nursing and allied health, for example. It can ensure that we can be as 
efficient as possible in the administration of the funding that government supplies to 
workforce initiatives.  

Also, I would point out that in relation to the programs that will not continue, the students 
currently undertaking courses will be able to continue their courses and the courses that those 
students are doing are available through other, if you like, mainstream measures other than 
through the program that is no longer continuing. 

Senator POLLEY:  To save some time, can I just clarify, and you can tell me if I am 
wrong, but the government has no new programs to show the leadership that we need in this 
country to ensure that we have a workforce going forward. 

Ms McCarthy:  I have just indicated that government wants to assist. 
Senator POLLEY:  We know, but— 
Ms McCarthy:  It wants to assist industry to develop a strategy, so we are working 

through how government can provide that assistance to the aged care industry for them to lead 
on the development of a strategy. 
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Senator POLLEY:  When is there going to be a plan that you can take to the sector and 
inform us that the government has a strategy for addressing what is a huge issue in this sector, 
that is not just to the providers, themselves, but more importantly to older Australians? 

Ms Moody:  Many of the levers through which you can grow a workforce do not reside 
with government; they reside with employers about the nature of how they recruit and the 
nature of how they work within their communities. 

Senator POLLEY:  And the nature of funding as well. When there has been $1.8 billion 
cut in total, or around that figure at least, that is a big disincentive. The providers are saying 
that they are looking to the government for leadership. The government said they would do an 
audit and they would come up with a strategy. I am saying two years on we still do not have 
the plan with any detail and hiding it with the consolidation with health, what does that really 
mean for aged care? That is what we really need to get to. 

Ms McCarthy:  There are two different issues. There are the workforce programs that my 
colleague, Ms Southern, and I will be working to prioritise through the development of the 
new fund. There is also, as you refer to, a plan or a strategy. Any plan or any strategy cannot 
be achieved solely through the government alone. So as I have indicated, the government 
wants to assist industry in them leading the development of a strategy. On the government's 
side, in recognition of the criticality of this issue, our colleagues in the Department of the 
Prime Minister and Cabinet are leading an interdepartmental process involving Health, the 
Department of Education, Immigration and Employment to ensure that the initiatives and the 
policy and the funding levers that are the government's responsibility are well coordinated and 
working as effectively as possible and that they can work together with the levers. As Ms 
Moody pointed out, that is the responsibility of providers. They are closest to their 
workplaces. They have legislated responsibility. 

Senator POLLEY:  Can I just put on the record, again, because the former minister 
promised that there was going to be a strategy developed, that I need to know, for 
clarification, as I talk to the sector, whether that priority has changed from the government or 
is the government now outsourcing this leadership on this crucial issue? 

Ms McCarthy:  No, the government is not outsourcing its leadership. As I indicated, 
government is working through an interdepartmental process to ensure that government 
activities are well coordinated and that in any strategy that industry might lead there is a very, 
very clear understanding of who is responsible for what and how government and aged care 
providers and the sector more broadly can work together to meet this challenge. 

Senator POLLEY:  Thank you for that. That still tells us nothing. We were told that there 
was going to be a strategy. What is of major concern to the sector is that we will not even 
have a strategy from this government before I need aged care. I will ask you, Senator Nash: 
you earlier said that aged care was the responsibility of Minister Wyatt. Can you tell me who 
is responsible for the strategy and for the workforce going forward? Is that Minister Ley? 

Senator Nash:  Minister Wyatt is responsible for the service delivery. Minister Ley is 
responsible for the funding and the policy, and they are working very closely together. I think 
Ms McCarthy has been very clear that the government is very committed to working really 
closely with the sector in terms of how— 

Senator POLLEY:  They do not see any action. 
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Senator Nash:  Just let me finish. 
Senator POLLEY:  Well, they do not see any action. That is the problem. 
Senator Nash:  They are working with the sector to make sure that we have got the best 

arrangements in place, but we have also got to remember that the providers are ultimately 
responsible for workforce. The government cannot be responsible— 

Senator POLLEY:  But you keep cutting the funds to the providers. 
Senator Nash:  The government cannot be responsible for every part of the workforce 

across the aged care sector, and neither should we be. I am quite sure previous iterations of 
governments did not think they should be 100 per cent responsible. 

Senator POLLEY:  No, but we did not cut funding— 
Senator Nash:  Just let me finish. 
Senator POLLEY:  You did not fund them so they could have a workforce strategy. 
Senator Nash:  Just let me finish. The providers are responsible and they understand that. 
Senator POLLEY:  They do. 
Senator Nash:  So, it is a very sensible and pragmatic approach for the government to say, 

'We are going to work with the sector to see what we can do to assist—' 
Senator POLLEY:  But you have been doing that for two years. 
Senator Nash:  'to ensure there is some long-term certainty around the workforce 

arrangements.' 
Senator POLLEY:  With all due respect, the Living Longer Living Better package of the 

previous government actually allocated funds to ensure there was a plan to develop a 
workforce going forward. Your previous minister said there was a strategy that took 18 
months to do an audit. At the end of that process there would be a strategy going forward. It 
still has not happened. So, to seek clarification, if I have a rural health issue I write to you. If I 
have an issue around the workforce issue, whom do I write to? 

Senator Nash:  Around the aged care workforce, given that I said that Minister Ley is 
responsible for policy, if it was a question of a policy nature I would indicate that you would 
write to Minister Ley. If it was a question around service delivery, as I have clearly separated 
the two issues across the ministers, it would be a matter for Minister Wyatt. 

Senator POLLEY:  Thank you for that. Can I just clarify? There is no plan and there is no 
modelling being done, no assessment about the role that government will play that can give us 
a document that outlines the government's role in fulfilling the commitment given by the 
previous minister about having a strategy and a plan for the workforce? It is not just the 
providers; government have a role in leadership in this. If the sector is not responding, surely 
the government then has to take a stronger role and a leading role. 

Ms McCarthy:  I do not have a document that I can table for you today but the 
Department of Health will be leading the development of a submission to the Senate inquiry 
into the aged care and disability workforce. That submission, drawing in part on our work 
with colleagues through the PM&C chaired process, will lay out, as I have indicated, what 
government is doing in this area. 
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Senator POLLEY:  I look forward to that. It will be a very interesting inquiry. Can I 
quickly move on, because I am very aware of the time, to My Aged Care website. I did omit 
that one. That is another issue that has been raised with me often as well, that it is not actually 
working the way that it was meant to work. Are we heading down the same path with aged 
care and with My Aged Care website as what the government is doing now with privatising 
Medicare and outsourcing? 

Senator Nash:  Will you please stop trying to scare people. We are not privatising 
Medicare. 

Senator POLLEY:  I am not scaring. I am asking a question. 
Senator Nash:  You are trying to scare people. We are not privatising Medicare. 
Senator POLLEY:  People are concerned. 
Senator Nash:  The secretary could not have been more clear this morning and I think it 

would be useful if you stuck to the facts for the people that are listening. 
Senator POLLEY:  Well, the My Aged Care web page is not working. Can you give us an 

update as to the complaints and how that is moving along? 
Ms McCarthy:  Certainly. I guess it is important to realise that the My Aged Care website 

is not a payment system. 
Senator POLLEY:  I realise that. 
Ms McCarthy:  It is a gateway. 
Senator POLLEY:  But it is not working very effectively. 
Ms McCarthy:  Well, we spoke last estimates, as you would recall, about some serious 

difficulties that we encountered when new functions were introduced on the website on 1 July 
and Ms Buffinton, at that stage, was able to give you some statistics to show that there had 
been very significant improvements. Those improvements continue and Ms Buffinton can go 
into more detail but, for example, call waiting time is now well under a minute. It is very, 
very different from when the website increased functionality when it was first introduced at 
the beginning of July. Ms Buffinton can provide you with some more updated statistics. 

Senator POLLEY:  Thank you for that because I really need to know what the experience 
of a consumer is as well. 

Ms Buffinton:  Just to reiterate that My Aged Care is both a call centre and a website. I 
think we are using that interchangeably. 

Senator POLLEY:  Yes. 
Ms Buffinton:  As we described last time we acknowledge the events of July and August. 

So one of the things I think that has been very good is that we have been very transparent. We 
have literally not gilded the lily; the sector acknowledges that. We have put all the data out 
there on what is going on and so forth. So, I just want to highlight that because I think there is 
a lagged view from people in terms of the media in being very selective in the statistics. We 
acknowledge that, for example, at the beginning of July we had average wait times of seven 
minutes, with maximum wait times of 39 minutes, maximum being, as I said last time, at 
lunch time at that highest point. In August it still was not great: average wait times of 10 
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minutes with maximum wait time of 31 minutes; that is, in that week. For the month of 
December the average wait time was 27 seconds. 

Senator POLLEY:  Was the amount of calls down for December? 
Ms Buffinton:  No. The 27 seconds is averaged, in effect, over three and a bit weeks, 

because we do have public holidays, but it is proportionately down and, in fact, it is in the 
December-January period when families get together as we know. If anything we actually, 
unlike everybody else, have a ramp up. But I wanted to just leave on record that it was 27 
seconds. The single longest wait time for the month of December was 13 minutes, so we are 
now talking about 39 minutes down to 13 minutes; seven and 10 minutes down to an average 
wait time of 19 seconds. I think it is really important that we actually get to that because even 
the sector is acknowledging that. It is very easy to get a commentator to say, 'Yes, I've been 
waiting for hours on the phone', and what happened in July and August was unacceptable, so 
we have rapidly increased call centre staff. We have rapidly increased the education of those 
staff so they handle things in more efficient and effective ways and so forth. 

So, in terms of the call centre, as you are aware with call centres, 'Would you like to stay 
on hold and just talk to us?', so we know that that is a certain type of person who might be 
there but 98 per cent satisfaction of the contact centre by the end of the year. 

Senator HEFFERNAN:  It took a while yesterday. 
Senator POLLEY:  So, answering the calls is great but what is the consumer's experience 

of having their queries resolved? Are you talking to consumers or going through some other 
process? 

Ms Buffinton:  Obviously the consumers or their advocates are the ones who are talking to 
us at the end of the phone call, but you are right, the first thing we acknowledged was in the 
first six months it was very much a look at the quantitative. It was just getting those calls 
down, being more efficient, but also getting that feedback from the contact centre, which was 
good, and getting that feeling that we had, if you like, improved our contact centre 
responsiveness. 

Our focus has turned to—and this is the work we are doing now because we needed six 
months of data to get this information—first up, what is the experience of registration? That is 
the call centre that I have just described. Then, also, what is the time from once you have 
called and been registered to get an assessment? What is your experience of an assessment? 
Then, what is the time from the assessment through to being in service provision, so referral 
to service? They are the areas that we have put in this first part of the year, now that we have 
got six months data to actually look at, and that is something that we have never been able to 
do in the past. We have never had that sort of information of whether we have gaps in service 
in certain regions, whether we are having blow-outs in times for certain access to service or 
assessment so that is, I think, a good thing. 

ACTING CHAIR (Senator Lindgren):  We might have a break in a couple of minutes or 
so. Senator Heffernan has about five minutes. Is he able to ask some questions? 

Senator POLLEY:  Go for it. 
Senator HEFFERNAN:  What I really wanted to do—and this is my first visit to this 

committee but not to the secretary— 
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Senator POLLEY:  You were here before. You were here making trouble before. 
Senator HEFFERNAN:  I would have been casual and I am about to do the same. One of 

the things, in listening to those very patient questions and answers, that people have really got 
to understand, and this is not about who is in government. I do not give a rats who is in 
government. The most difficult problem for you people and for us and provision of the 
expectation of an ageing population is what is in the revenue bag.  

Last year to June 2014 the World Bank estimated there was $3 trillion of tax avoidance in 
the multinational world, and the US estimates between $650 billion and $800 billion that they 
missed out on due to tax avoidance. The derivative swap market had a turnover of $30 trillion 
and I concede the tax commissioner is—and given that he used to work at KPMG he would 
be pretty good at knowing where all the lurks were in tax avoidance, being the senior 
partner—now trying to capture some of the revenue. We have got no hope. It does not matter 
who is in government and whether it is health care or the hospitals or acute care, unless we, as 
a government and as a people in this parliament, get our backsides together and make a 
commitment to collect the revenue. 

It is a given in the corporate world now. Our own Future Fund has seven companies in tax 
havens. It is a given for a multinational to think that they can pay little or no tax. It is $3 
trillion of tax avoidance in the group of seven nations for the year ended June 2014. I mean 
that is really the problem with how we are going to come up with the money. I mean we 
expect the poor bloody wage earner to pay it and like the priests and the altar boys for the last 
50 years, we turn a blind eye to the real problem. That is it. 

CHAIR:  Whilst I understand the point you are making, it is probably not the place to 
make the point. 

Senator HEFFERNAN:  It bloody well is because— 
CHAIR:  Except that Ms Cosson and those officials are answering questions on aged care, 

and it is probably not their area of expertise. 
Senator HEFFERNAN:  But how much public money is available for aged care? 
CHAIR:  I accept the link you are drawing but I would say that there are probably better 

places to prosecute. 
Senator HEFFERNAN:  I think it has got to be prosecuted everywhere. 
CHAIR:  We will probably agree to disagree on that. Are you finished, Senator 

Heffernan? 
Senator HEFFERNAN:  That will do, yes. 
CHAIR:  Senator Polley, I just want to get a sense because we are butting up against the 

dinner break. Now, I am happy to push on for a little bit. 
Senator POLLEY:  Ten minutes? 
CHAIR:  If we are likely to finish we can push on for 10 and then we will be done with 

Aged and Ageing. Is that right? 
Senator POLLEY:  Yes. 
CHAIR:  We will push on for 10 minutes and then we will finish up there. 
Senator POLLEY:  As long as the answers do not take up the 10 minutes we will be fine. 
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CHAIR:  I am sure that the officials will do their best to give you the information. 
Senator Nash:  Isn't that the bit that is supposed to take up the time? 
Senator POLLEY:  The minister had a media release saying that the department is 

investigating a more consumer friendly format. Obviously payments will be the big focus of 
that. Who will the consumer have to call if they have any questions and will this new format 
involve an overseas call centre for payments? 

Ms McCarthy:  Can I just clarify what you are referring to? 
Senator POLLEY:  Aged care payments. 
Ms McCarthy:  Are you referring to the contestability issue that was discussed this 

morning? 
Senator POLLEY:  No, just in terms of the way Medicare payments are going to change. 

There have been reports in the media that aged care payments are going to be made the same. 
Will that involve an overseas call centre? Who will consumers speak to? 

Ms Cosson:  I can take that question. 
Senator POLLEY:  Thank you. 
Ms Cosson:  As we were talking about this morning, where we are looking at the payment 

system and looking at the consumer experience with payments, that includes the Medicare 
payments, pharmaceutical benefits and also aged care and, as you heard this morning, we 
have just really started that activity to understand firstly what that consumer experience is and 
how we can exploit technology to make it easier for the consumer to actually access our 
systems. At this stage we have not even made the decision that we will move that to a 
commercial provider at all. We still have a lot of work to do before we actually understand 
where that might go. 

With the analysis that Mr Cahill has commenced we will work closely with all of the 
stakeholders and also work closely with the Department of Human Services to understand 
how that system works. At this stage there has been no decision but I could probably assure 
you that we, as the Commonwealth, would be retaining that responsibility for information for 
Australian citizens. 

Senator POLLEY:  Are there any plans or any consideration being made in relation to 
privatising My Aged Care at some stage down the track, the outsourcing of provisions of 
referrals and assessments? Has there been any discussions or modelling around that? 

Ms Buffinton:  You mentioned assessments. The regional assessment service that we have 
had in place since 1 July was a tender where we went out into the marketplace for 52 
regions—not for Victoria and not for Western Australia. We have 13 providers; one is a 
government provider and 12 are either for-profit or not-for-profit providers who won that 
request for tender. That is in place. Certainly in going forward and talking with the IT 
community at the moment, we have a range of vendors that are interested. First of all, we 
have a lot of providers who use, say, third party IT that comes into the aged care system. That 
is how they are doing it at the moment with a third party provider to our— 

Senator POLLEY:  Can I just interrupt you for a minute? 
Ms Buffinton:  Yes. 
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Senator POLLEY:  This might help you. With the initial assessment that consumers have 
that happens over the phone, for instance, will that be outsourced and privatised? 

Ms Buffinton:  No. The initial one is just the registration. At this point, no, we have a 
contract with Healthdirect Australia. It goes through to 2018. Stellar are based in Australia 
with call centres in Box Hill and the Gold Coast. That is a contract through to the start of 
2018. What I would say is that a lot of providers use third party software and we are 
developing, as part of My Aged Care, a business to government over the next couple of years 
where these third party systems that providers have will be able to talk in and help with the 
referral of people to make it as seamless and holistic for the individual consumer as possible. 

Senator POLLEY:  The year 2018 unfortunately is not that far away, so are there any 
plans post 2018 for it to be privatised and outsourced? 

Ms Buffinton:  At this point there are no plans. At the moment we are using a platform 
that is based on the Department of Social Services, which is likely to be at least through to 
2018. 

Senator POLLEY:  So, there are no plans beyond that at this stage. Is it accurate that 
Human Services staff are located within the aged care call centre? Is that right? 

Ms Buffinton:  No. Once people come in for registration and then are going out for 
assessment there is an interplay with the DHS IT system which helps us draw down 
information. It is means testing information and so forth but DHS is not part of the My Aged 
Care call centre which does the initial registration. 

Senator POLLEY:  Are there plans to make the whole process more streamlined? 
Ms Buffinton:  Generally, and it may not feel like it, but the whole idea, as we all said, 1 

July last year is probably the largest single change that we will ever make, and you know that 
because this has been a vision for a number of years. There has been clunkiness. Some of it is 
behavioural. People are resistant to change. Some of it was not being as ready as we would 
like to have been and so forth. What came in last year was the fact that in a single location 
you call in and you get not just information anymore but, if required, you can be registered. 
We take enough detail to work out whether you should go for a regional assessment, whether 
you are likely to need home services or a comprehensive aged care assessment, the ACAT, 
and then to be referred to that service. Now, the ACAT is coming on. As of last week, 
Queensland and New South Wales came onto the service and by mid-March we will have all 
ACATs fully integrated into My Aged Care. Then the referral to service; we have never 
offered that as a service before. 

I acknowledge the first six months and certainly the first three months, in particular, it was 
perhaps not a complex web but it was too clunky. But now, in this first quarter of the year, it 
is beginning to work much better and we are getting that feedback from clients. As I said, our 
focus is now on quality and we are looking at those individual components to have that joined 
up client journey from initial contact to the call centre through to service being provided. 

Senator POLLEY:  My experience from the people who contact my office and other 
members and senators is that consumers and families still find it very confusing and I think if 
we really are intent, which we should be, in having this as a consumer focused service, then 
we still need to streamline the service and make it less complicated for people. 
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Ms Buffinton:  I think one of the areas of adjustment to the sector has been the regional 
assessment service. Once upon a time in a community somebody may have gone to a 
provider. They were aware that they were a provider. It just started with service provision that 
goes back over a number of years for the regional assessment service and came out of things 
like the Productivity Commission review in 2011. It was clearly to make contact with a Meals 
on Wheels service or it might have been some other home service, for example, but inevitably 
that was the service that you were offered. I think the value of this regional assessment now is 
that you are getting a holistic view that maybe you do need meals but you might need care in 
the home with cleaning services or whatever. It is a much more holistic assessment but, 
particularly in small communities where people are used to the way things have been done, it 
does take time for change. You are right that it is also incumbent on us to make sure that we 
have the best possible system to facilitate that. 

Ms McCarthy:  I think for the first time that there is a much more consistent experience 
nationally. It was the case that, depending on which provider you went to, it was pot luck 
really. You might only be offered the service that they were providing. Some providers, we 
know, did try to do more of a coordinating role but that was by no means consistent across 
Australia, so a big part of what we are trying to do is to achieve a consistent level of holistic, 
coordinated assessment for older Australians who are looking to receive aged care. 

Senator POLLEY:  I have a whole range of further questions that I will put on notice 
around consumer directed care but it really is not about RAS; it is really about Australian 
older people and their families, the experience that they have in dealing with a government 
and their agencies. I will put those questions on notice. I thank the chair for allowing me that 
extra time. I will still put a bid in for at least three hours next estimates with Aged Care. 

CHAIR:  All right. Thank you. Noted, Senator Polley. So, that ends outcome 11, Ageing 
and Aged Care. We are going to break for dinner for an hour now and when we come back we 
will be on to outcome 6, Private Health. That will be around 10 to 8. 

Proceedings suspended at 18:51 to 19:52 
Senator GALLAGHER:  I have got some questions around the web survey that was done. 

I need to understand it in a bit more detail. Does it involve different people? 
Mr Stuart:  Yes, we have a business-as-usual team and a reform team. 
Senator GALLAGHER:  You are the business-as-usual team are you? 
Mr Stuart:  Yes. 
ACTING CHAIR (Senator Siewert):  We may need the reform team as well. 
Senator GALLAGHER:  This is the innovative and agile reform team led by Mr 

Cormack. How many responses were received to the web survey? 
Mr Cormack:  We have got 40,408 responses. 
Senator GALLAGHER:  Are they unique responses? Can you check that it was not 

somebody sitting there filling it in saying, 'I do not want to pay my private health insurance?' 
Mr Booth:  They are unique responses, yes. 
Senator GALLAGHER:  So those 40,408 are unique responses? 
Mr Booth:  Yes as far as we know. We did look at that and, as far as we can ascertain, yes. 
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Senator GALLAGHER:  Did you also look to see whether there were any patterns in 
responding? 

Mr Booth:  What is happening at the moment is we are actually analysing the results. The 
survey actually closed just before Christmas but, because there was such a significant number 
of responses, it has taken a bit of time to analyse the results. We have just received a draft 
report from it. 

Senator GALLAGHER:  Can we have that? 
Mr Booth:  It is still being looked at the moment. We still need to go through it so we 

cannot really answer questions on geographical spread or anything. 
Senator GALLAGHER:  Will you be releasing a report on the survey? 
Mr Booth:  That would be a question for government. 
Senator GALLAGHER:  So you cannot tell me whether there was any pattern of multiple 

responders or— 
Mr Cormack:  We have a company contracted to assist with the design of the survey, the 

conduct of the survey and the analysis. We do not have that information available. 
Senator GALLAGHER:  Was that outsourced? 
Mr Cormack:  That is correct. 
Senator GALLAGHER:  So presumably they would have given you some commitment 

about the data that they will be presenting back to you around the quality of the data? 
Mr Cormack:  Yes. We use survey companies from time to time and certainly our 

expectation is that they will provide us not only with an analysis of what the survey found but 
they will also give us advice on confidence limits and any issues in relation to the numbers 
and their significance and we do not have that yet. 

Senator GALLAGHER:  Presumably you would want to use data as opposed to just 
allowing it as a vehicle. You would want the data that you get to be useful, wouldn't you? 

Mr Cormack:  Yes indeed. The survey was undertaken so that it was able to get a good 
and, in this case, very large sample of opinions about the private health insurance product and 
all the different aspects of it. We also undertook some quite significant stakeholder 
consultations in addition to that. So it forms part of the overall advice that we will be taking 
through to government. 

Senator GALLAGHER:  Could you give me an idea of how much the survey cost? 
Mr Cormack:  Yes. The contract amount for the survey and report is $80,460. 
Senator GALLAGHER:  It is one of the cheaper line items in health. 
Mr Cormack:  Apologies, that is a different line item. It is $252,641. 
Senator GALLAGHER:  I thought it sounded a bit cheap. 
Mr Cormack:  No, that is another analysis that we are undertaking. 
Senator GALLAGHER:  So what was the $80,000 for? 
Mr Cormack:  That was to look at the submissions provided by individual stakeholders 

and also to provide a report, because, as I mentioned, there is the survey but we have also had 
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face-to-face consultations and invited written submissions, so we have just sought some 
assistance. 

Senator GALLAGHER:  How many written submissions did you get? 
Mr Cormack:  We got 189. 
Senator GALLAGHER:  It seems quite expensive, $80,000 to process 189 submissions. 

But that is essentially for a consultant to do that for you is it? 
Mr Cormack:  Yes, that is right. It is Ernst and Young. 
Senator GALLAGHER:  Do you not have that capacity yourself? 
Mr Cormack:  It is a question of it being a big piece of work. Most of the support work 

for this consultation has been undertaken by the department. We also need to provide support 
for the different organisations and their participation in the exercise. But we have used 
specialist expertise to assist us with different aspects of the consultation. 

Senator GALLAGHER:  Is this the first time you have done a survey like this? Where 
was the idea generated? 

Mr Cormack:  The minister has certainly indicated that she is interested in progressing a 
number of reform areas and a number of activities. Obviously the notion of going down the 
path of looking at PHI was certainly something that the department advised the minister was 
the important thing to do, and the minister was certainly very keen to have a look at this as 
part of the government's overall reform approach. 

Senator GALLAGHER:  So it was an idea of the minister in terms of shaping her reform 
agenda? 

Mr Cormack:  The minister wanted some specific advice to be provided on options to 
assess the PHI policy program product and also to look at some options for consideration by 
government. In responding to that request, we have provided advice to the minister that 
included an extensive consultation process inclusive of surveys. This is not an uncommon 
approach when we look at complex policy areas such as private health insurance. 

Senator GALLAGHER:  Has there been market research done, more targeted traditional 
information gathering in this area? 

Mr Cormack:  I would have to take that on notice. Perhaps Mr Stuart, who has been 
around a bit longer than I have, might have some further advice. But I cannot definitively say 
what research has been undertaken going back over the many years. 

Senator GALLAGHER:  You have got a survey and submissions. I am asking was there 
further market research done, more traditional research? 

Mr Cormack:  We had roundtables with different industry segments to get their views as 
well. 

Senator GALLAGHER:  But you did not commission any research? 
Mr Cormack:  These are the key elements, the consultations. 
Senator GALLAGHER:  Finally, when do you expect this findings of the survey to be 

released? 
Mr Cormack:  That is a matter for government. This is a very significant piece of advice 

that is being prepared for government. 
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Senator GALLAGHER:  The survey or the whole reform? 
Mr Cormack:  The whole consultation piece; that is right. It is under active consideration 

at the moment. 
Senator GALLAGHER:  I have some questions now around the private health insurance 

premiums and the process around that. I am interested in the process. There is an annual 
process around private health insurance premiums so that is not unusual. What was unusual 
this time around was the request quite late in that process for further information from the 
health funds. Can I ask what prompted the request for further information? 

Mr Stuart:  That was a decision of the minister on receipt of advice from APRA and the 
department about the premium round process. I cannot put myself in the minister's mind but 
there were various things in the environment: a couple of years relatively high rises; a number 
this time around that were obviously unwelcome to the minister's focus on the consumer; and 
the consultation process that my colleague Mark Cormack has talked about, including 40,000 
responses to a consumer based survey with people expressing various opinions including 
about the value for money from their private health insurance policies. All of that was in the 
mix when the minister made her decision to go back to the industry. 

Senator GALLAGHER:  Can you remind me what the increase was in 2014 and in 2015? 
Mr Stuart:  Yes, I have a 10-year series here in front of me. 
Senator GALLAGHER:  In the interests of time, it might be easier if you just tabled it. 
Ms Jolly:  That was provided on notice so you do have a time series. 
Senator GALLAGHER:  So that has got 2014 and 2015, but for the purposes of today, 

was it around six per cent last year? 
Mr Stuart:  Yes in 2014 it was 6.2 per cent. In 2015 it was 6.18. In the past it has been 

around five per cent. In 2005 it was 7.96. It bounces around quite a bit. It was six per cent in 
2009 as well. 

Senator GALLAGHER:  And then it went down for a while, I think, under five per cent 
for a couple of years. What we can infer from the minister's request for more information is 
that the increases being scheduled are higher than those in the previous two years, which were 
tolerated. Can we infer that from the requests for more information?  

Mr Stuart:  Not necessarily, no. Unfortunately, we are not in a position to tell you what 
the original average number was. We cannot tell you that, but I would not necessarily infer 
that it was higher again than the other two numbers.  

Senator GALLAGHER:  But it seems to have given the minister enough of a shock to 
say: 'Hang on minute. We need to treat this premium increase request differently to the way 
that we treated it in 2014-15.'  

Mr Stuart:  I am not necessarily certain that is the case. It is more a question of the wider 
context. How often can you have six per cent rises that just keep accumulating? There is an 
increasing question mark about value for money for the consumer; I think that is rising.  

Senator GALLAGHER:  Do you have an average increase over the last 10 years? You 
said that you had those figures there.  

Mr Stuart:  I do not have an average over that time.  
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Senator GALLAGHER:  But we could work that out from the question on notice you 
have given to us before.  

Ms Jolly:  Sure. And it would depend on what years you included. As Mr Stuart said, 
numbers bounce around a little bit, so the average would be dependent on the time series that 
you are looking at.  

Senator GALLAGHER:  I was trying to look at what it would have been over the last 10 
years. There are some reports going around in the media, I think, that consideration is being 
given to scrapping the 30 per cent rebate and looking to rechannel that funding directly to the 
private hospitals. Have any costings for the removal of means testing of the private health 
insurance rebate been undertaken by the department as part of the business-as-usual or the 
reform team?  

Mr Stuart:  There are two questions wrapped up in that. Can you repeat the second part of 
that. I think that is the nub of the question.  

Senator GALLAGHER:  Basically, have you done any costings for the removal of the 
means testing of private health insurance?  

Mr Stuart:  No.  
Senator GALLAGHER:  Not as part of the work that is being provided to government 

around this reform agenda?  
Mr Stuart:  I think that is a potential question for the reform team; but not that I am aware 

of.  
Senator DI NATALE:  I have a few general questions about the subsidy. I am not sure if 

you have asked that already.  
Senator GALLAGHER:  No, I haven't.  
Mr Stuart:  It is getting a bit like musical chairs here. Mark, do you want to answer the 

question that was asked.  
Mr Cormack:  The short answer is no. The important qualifying point is that the work 

being undertaken on the hospital benefit model, which is what I think you are referring to— 
Senator GALLAGHER:  The first bit of the question, yes.  
Mr Cormack:  That is being undertaken as part of the reform of Federation process, and 

that work is being led by the Department of the Prime Minister and Cabinet. We are 
obviously contributing to it, but we have not done any modelling on that.  

Senator DI NATALE:  You are talking specifically about the work that is being done 
around removing the rebate and redirecting that directly to the private hospital system. Is that 
right?  

Mr Cormack:  That is, as I understand it— 
Senator GALLAGHER:  He is referring the question on to PM&C, who unfortunately 

appeared yesterday.  
Senator DI NATALE:  So you cannot provide any more information about that specific 

issue?  
Mr Cormack:  What I am saying is that the work on the hospital benefit model is part of 

an ongoing conversation that has been run since mid-way last year by the Department of the 
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Prime Minister and Cabinet in terms of possible reform options under the reform of 
Federation process. Those considerations and discussions are ongoing but the work is being 
led by the Department of the Prime Minister and Cabinet.  

Senator DI NATALE:  But you are involved in it. 
Mr Cormack:  Yes.  
Senator DI NATALE:  Of course. So you will obviously have some detailed information 

about— 
Mr Cormack:  We are contributing to the process, but it is now a process that is under 

active consideration by government and it is also being led by another portfolio.  
Senator DI NATALE:  Are you just looking at private hospitals?  
Mr Cormack:  I can only refer you to what is already in the public domain, the public 

arena. There was a discussion document that was released by the Department of the Prime 
Minister and Cabinet last year that outlines—it is still on the website—the essential features 
of the options that are being considered under the reform of Federation process.  

Senator DI NATALE:  You will forgive me, but I have not read the document. Are you 
looking at just private hospitals?  

Mr Cormack:  What is in the public arena is what is called the Hospital Benefit model, 
which is essentially a reform proposal that is part of an ongoing conversation with the states 
and territories as well as within government, and its essential elements are to roll up the 
private health insurance rebate, the current public hospital funding agreements between the 
Commonwealth and the states with public hospital services and in-hospital MBS payments 
into a single, consolidated hospital benefit model that is available for use in the public or 
private sector, using a national efficient price. That is what is in the public arena. But any 
further ongoing considerations and elaborations are being led by the Department of the Prime 
Minister and Cabinet and are a matter of active government consideration at this point.  

Senator DI NATALE:  Would the subsidy be phased out over time under the models that 
you are describing?  

Mr Cormack:  I can only refer you to what is in the public arena. I have just outlined the 
way that that would work and it is a matter of active— 

Senator DI NATALE:  In the public arena has there been any discussion about how the 
rebate would be abolished?  

Mr Cormack:  No. It just simply outlines a reform model along the lines that I just 
described. It does not go through how you might get to a point of agreement, how you might 
move from agreement to implementation. It does not specify any modelling or costing details. 
It is roughly a one-page description of a reform model which has been the subject of extensive 
public consultation led by the Department of the Prime Minister and Cabinet and is now part 
of the health reform options that the Council of Australian Governments has asked for further 
information on.  

Senator DI NATALE:  Have you done any further work subsequent to that one-page 
document so that we might be able to get some insight into, for example, impact on workforce 
issues and so on?  
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Mr Cormack:  I can only repeat my earlier advice. This is a matter of active consideration 
by government and the work is being led by the Department of the Prime Minister and 
Cabinet.  

Senator DI NATALE:  Has any sort of cost-benefit analysis been done around the— 
Mr Cormack:  I can just repeat my earlier remarks.  
Senator DI NATALE:  We are not going to get far here.  
Mr Cormack:  No, we're not.  
Senator DI NATALE:  What is the total value of the subsidy?  
Mr Stuart:  The number I have for 2014-15 is $5.804 billion—$5.8 billion.  
Senator DI NATALE:  What was it the year before that?  
Mr Stuart:  $5.6 billion.  
Senator DI NATALE:  How are we tracking year to date?  
Mr Stuart:  2015-16 year to date is $2.8 billion.  
Senator DI NATALE:  How does that look compared to where we were last year?  
Mr Stuart:  Pro rata—I might need a little help to read this table. I do not think we have 

that in front of us.  
Senator DI NATALE:  I imagine it is increasing.  
Mr Stuart:  The pattern has been one of— 
Senator DI NATALE:  Gradual increase.  
Mr Stuart:  It bounces around a little bit but, overall, gradual increase.  
Senator DI NATALE:  Judging by these figures, I assume we are going to be nudging $6 

billion. We are on track to nudge $6 billion.  
Mr Stuart:  We will have a look and see if we have the estimate for the year. I do not have 

that right at my fingertips at the moment.  
Senator DI NATALE:  Have you done any work on freezing the indexation on the 

subsidy?  
Mr Stuart:  There is a different policy in place that gradually reduces the rebate level over 

time.  
Senator DI NATALE:  I am aware of that. I am talking specifically about a freeze on the 

indexation altogether.  
Mr Stuart:  I am not aware of any active discussion about that.  
Senator DI NATALE:  You are not aware of anything going on?  
Mr Stuart:  No.  
Ms Jolly:  I have a revised estimate for this financial year for the rebate of $5.953 billion.  
Senator DI NATALE:  So, up from $5.8 billion? Is that right?  
Mr Stuart:  Yes.  
Ms Jolly:  It is in the portfolio additional estimates statement.  
Senator DI NATALE:  Are you concerned about the spiralling costs of the rebate?  
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Mr Stuart:  It is not for me to be concerned or otherwise. But, factually, the rebate is 
probably rising now more slowly than it was before the reforms. 

Senator DI NATALE:  That was reform passed under the previous government, wasn't it? 
Mr Stuart:  Yes. I think it is probably rising more slowly than medical inflation overall. 
Senator DI NATALE:  I have a lot more questions on the proposed model. I think it was 

described as 'the conversation'. Perhaps I will put some of that stuff on notice. I do not think 
we are going to get anywhere with that. I am done with private health. 

CHAIR:  Are there any other questions on private health? No? That one went a little short. 
We might make up some time yet. Private health is done. 
[20:15] 

CHAIR:  We will now move to outcome 2, access to pharmaceutical services. 
Mr Stuart:  We may bring more officers to the table when we see where the questions go. 
Senator GALLAGHER:  I have some questions about the increased co-payment and 

safety net changes. The ones I am referring to were included in the 2014 budget. Do they 
remain government policy? 

Mr Stuart:  Yes, they do. 
Senator GALLAGHER:  The savings that are projected to come from these still flow 

through the financials? 
Mr Stuart:  They are still on the books until the minister either goes forward with it or 

finds something else—as we discussed earlier in relation to another issue—and being revised 
in each budget process as delays affect the savings in the current period. 

Senator GALLAGHER:  That has answered a few of my questions. Your answers that 
you gave me in relation to another matter around that are the same for this—that, even though 
there has been a public admission that there is very little chance of these changes being 
passed, and therefore that impacts on the figures in the MYEFO and subsequent budget that 
have been handed down since then, until the executive make a decision not to proceed with 
that measure it just remains in there? 

Mr Stuart:  Yes, it remains government policy. 
Senator GALLAGHER:  Has advice been provided to the minister on alternate ways to 

find those savings? 
Mr Stuart:  We provide advice to the minister all the time, but I cannot answer questions 

about what advice has been provided specifically to the minister. 
Senator GALLAGHER:  In relation to these savings that would be attributed to the areas 

that you have responsibility for, the minister has publicly said that they are on the table until 
they are off the table, when other savings are brought forward. Can I take from that—you are 
providing her with advice on this—that that would put the responsibility back on your area to 
come up with alternatives to the ones that are not going to pass the Senate this term? 

Mr Stuart:  The minister either has to take them forward or modify them or find 
something else. 

Senator GALLAGHER:  But she is only going to do that with advice from— 
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Mr Stuart:  The department— 
Senator GALLAGHER:  her advisers. 
Mr Stuart:  would be involved in providing advice about those issues, yes. 
Senator GALLAGHER:  This has been around since the 2014-15 budget. Is that right? 

That is more than a year and a half. We have had two MYEFOs and another budget, and you 
cannot confirm to me whether or not alternatives have been considered, developed or 
provided to find those savings. It is quite a large sum if I start adding up all of the ones we 
have talked about today. 

Mr Stuart:  There is a challenge there in front of government and in front of the minister, 
but I cannot talk about specific advice the department may or may not have provided. 

Senator GALLAGHER:  I am sure there is a performance measure built into everyone's 
performance agreements about how little information can be provided during the estimates 
process! Can I ask some questions about the Sixth Community Pharmacy Agreement. 

Mr Stuart:  Yes, please do. 
Senator GALLAGHER:  Does the department still expect the $1 discount that 

commenced on 1 January to achieve the budget savings as outlined? 
Mr Stuart:  Yes, we do. 
Senator GALLAGHER:  That is the $366 million? 
Mr Stuart:  That is still the appropriate estimate. We so far have one month of 

implementation of that measure. So far, we have no reason to revise our estimates. 
Senator GALLAGHER:  Those savings are largely generated—correct me if I am 

wrong—by it taking longer for patients to reach the safety net. 
Mr Stuart:  That is correct. 
Senator GALLAGHER:  This only came in on 1 January. 
Mr Stuart:  That is right. 
Senator GALLAGHER:  You would not have any data on it yet? 
Mr Stuart:  We have one month of data. It is very thin and it is very hard to extrapolate 

from, but the take-up of the measure seems quite robust across the sector. We have some early 
data. 

Senator GALLAGHER:  Is that in line with what you had thought, or did you not have 
any—I am reluctant to get into asking if you did any modelling or analyses, because of the 
answers I have received today. 

Mr Stuart:  We are obviously interested in following the data as it becomes available. It 
looks like something around a quarter of pharmacies are now taking up the opportunity. On 
notice, we can probably refine that number, or we may have it with us. 

Ms Shakespeare:  We have a couple of sources of data at this point. An industry survey 
that was done in January indicated that 42 per cent of pharmacies were already discounting, 
and another nine per cent were looking at doing that in the future. We also have one month's 
worth of data on the number of scripts that have been discounted, but that is still, because it is 
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very new, not very robust. That indicated that about 30 per cent of scripts have been 
discounted. 

Senator GALLAGHER:  It is interesting, considering the opposition to the measure by 
the guild. As I recall, they were not happy or necessarily over the moon with it, were they? 

Mr Stuart:  No, the guild—I should avoid speaking on their behalf—have had a view 
against this measure. 

Senator GALLAGHER:  Yet their members are taking it up. That is higher than I 
thought, in the first month anyway. 

Senator SIEWERT:  I understand that, for the 17 over-the-counter medicines that were 
taken off the PBS list in November or whenever it was, there has been a commitment to put 
those onto the Close the Gap co-payment list. I am not sure if I should be asking here, because 
I am guessing the pharmaceutical— 

Mr Stuart:  You are in the right place. 
Senator SIEWERT:  I know we have cross-portfolio Indigenous estimates on Friday, but 

this is the sort of technical issue that we do not usually deal with there. Is it a correct 
understanding that they are going onto that list? If it is, why haven't they gone on yet? 

Ms Shakespeare:  Well, it is almost there. The 17 over-the-counter medicines were 
delisted for general access under the PBS from 1 January. They have been retained on the 
PBS for certain patient groups including Aboriginal and Torres Strait Islander patients. 

Senator SIEWERT:  My understanding is that at the moment they have not been added to 
the list, so they are not able to be accessed. I am talking about this in the context of 
Aboriginal patients. I do not know about other categories, but they are not able to be accessed 
from that list at the moment. 

Ms Shakespeare:  They have not been removed from the PBS, so I am not sure what the 
issue is there but it is not that they have not been added to the PBS. 

Senator SIEWERT:  Sorry, it is due to the list of medicines that is able to be covered by 
the Closing the Gap pharmaceutical measure. 

Ms Shakespeare:  I am not sure that there should have been any changes. The Closing the 
Gap measure allows access to PBS medicines for Aboriginal and Torres Strait Islanders at 
different co-payment arrangements. People who are concessional patients do not pay the 
patient co-payment, which for concessional patients is normally $6.20 at the moment. For 
general patients, the patient co-payment is reduced down to the concessional rate. I am not 
sure what the Closing the Gap list is. 

Mr Stuart:  We are not certain exactly the origin of this question. Our clear understanding 
is that if you are eligible for the Closing the Gap measure, you can access these medicines 
through that measure, and if not but you are Indigenous you can access them through the PBS. 

Senator SIEWERT:  I am told that there is in fact a problem and that they are not being 
able to be accessed at the moment— 

Mr Stuart:  If that were the case, I would be concerned. From an administration point of 
view, that is not my understanding but let us clarify. 

Senator SIEWERT:  Could you clarify it for me, please? 
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Mr Stuart:  We will take it on notice and clarify. 
Senator SIEWERT:  I have been told that there is difficulty. 
Mr Stuart:  Alright. 
Senator SIEWERT:  Thank you. 
Senator GALLAGHER:  Going back to that previous question I had around the saves that 

were in the 2014 budget. As far as the department is operating, you are operating from the 
fact that the $5 co-payment and those safety net changes will be introduced or reintroduced. Is 
that what I can take from— 

Mr Stuart:  No. To say it again, as I said it more or less before, the minister has a 
challenge in front of her as to whether she brings that measure back in the same form or 
brings it back in a different form or finds other savings to replace them. That is the challenge 
for the minister and the government. I really cannot tell you which way that will go at this 
stage. 

Senator GALLAGHER:  I have some questions around the delisting and in particular 
Panadol Osteo. Are you aware of issues around Panadol Osteo? 

Mr Stuart:  I am aware of issues being raised, yes. 
Senator GALLACHER:  What is your response to that? The feedback I am getting is that 

the delisting of them has not made them cheaper, which is one of the reasons given for 
delisting. 

Mr Stuart:  Yes, we can help you with that. 
Senator GALLACHER:  Is there an explanation for it? Are you aware of it? What are 

you doing about it? Are you getting feedback? Some of the information I have been given is 
that there has been an increase of well over a dollar for a big box, which is how particularly 
pensioners quite often buy that Panadol Osteo. 

Ms Shakespeare:  I probably need to explain how the delisting happened. As part of the 
access and sustainability package for the PBS that was negotiated last year, one of the 
measures that was negotiated and agreed was a savings measure associated with delisting 
over-the-counter medicines—so medicines that are available both over-the-counter and for 
purchase through a PBS prescription, where issued by a doctor. That savings measure was 
part of the package. It was estimated to save about $513 million. 

Senator GALLACHER:  Five hundred and thirteen million? 
Ms Shakespeare:  That is right. 
Senator GALLACHER:  Over the forward— 
Ms Shakespeare:  Over the five years of the agreement. As part of implementing that 

measure, the departments and the government sought advice from the Pharmaceutical 
Benefits Advisory Committee about any clinical issues that were associated with delisting any 
of the over-the-counter medicines. So the Pharmaceutical Benefits Advisory Committee 
developed some principles which were considered at its July meeting. That is where it 
recommended that over-the-counter medicine should remain available for certain patient 
groups like Aboriginals and Torres Strait Islanders; in some cases, palliative care patients; 
quadriplegics; and paraplegics. Another principle it recommended was not delisting 
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medicines that were available over the counter or considered available over the counter 
because they were not scheduled by states and territories as scheduled poisons, but generally 
they were provided in hospitals, so intravenous drugs and things like that, and also drugs that 
were primarily used in emergency situations, like adrenalin and Ventolin. 

The other principle that the PBAC advised is that drugs should only be delisted if access 
would be unlikely to change appreciably in the absence of a PBS subsidy. I do not think that 
the case was ever that the PBAC advised that medicines should only be delisted if no patient 
was ever going to pay any more. In terms of what they considered affordable, they referred to 
the ex manufacturer price for over-the-counter drugs and advised that where the ex 
manufacturer price—which is not the price paid by the patient; it is the manufacturer selling 
to wholesalers or retailers—was below the concessional patient co-payment, which at the time 
was $6.10, then those were medicines that were suitable to be delisted. 

Senator GALLAGHER:  Is that a fairly longwinded but informative way of saying that, 
yes, some prices were always going to go up for some patients? 

Ms Shakespeare:  I think the government was always up front about the fact that it was a 
savings measure and that for those medicines the costs that were paid by patients would no 
longer accumulate to the safety net threshold, for instance. The idea was to achieve savings, 
because in many cases these medicines—when you take into account both the patient 
contribution and the payments that the community has to pay through the Commonwealth and 
taxpayers' funds on top of that patient co-payment where a drug is provided on the PBS, so 
administration, handling and dispensing fees—were leading to a cost that was well above 
what medicines could be purchased for over the counter. I can provide you with some 
examples. 

Senator GALLAGHER:  Could you do that on notice, in the interest of time. I do not 
want to take up too much time. I think that, to be fair, yes, it was understood that it was a 
savings measure, and that is clear. But I think also the language of the government was that 
delisting common painkillers would lower costs for patients. The feedback I am certainly 
getting, particularly around Panadol Osteo—I do not know whether it is consistent with some 
of the other painkillers—is that, for pensioners buying those big boxes of Panadol Osteo, 
there has been a big price increase. I do not imagine that that issue is going to go away very 
quickly. I guess what you are saying to me is, 'Yes, that's the result of the decision the 
government took.' 

Mr Stuart:  There are certain things the government control and certain things they do not. 
In the view of the government, the spending was extremely inefficient. There was a high 
burden of taxpayer cost going in to make relatively cheap drugs available on script that were 
available over the counter. And of course mixed in with that is the response of the particular 
pharmaceutical company in setting its price point for the over-the-counter medicines at a new 
place, subsequent to the measure coming into force. 

Senator GALLAGHER:  I understand that. I guess my point is that, yes, this was passed 
off by the government as a broader savings measure but also as reducing the costs to patients. 
When that is not happening—and it seems to me, from the evidence you have given tonight, 
that the government was well aware of that—it should not be passed off as an issue that is 
going to save people money, if it is not. 
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Mr Stuart:  I think there is a broader issue there, in that the discussion about saving people 
money was in the context of the reform package as a whole, with a $1 discount and with price 
disclosure being accelerated, continuing to push down on the price of generic drugs and the 
majority of the drugs in the over-the-counter measure actually becoming, or being, relatively 
cheap over the counter. 

There is a range of measures in this package which, overall, benefit the consumer, but I am 
not aware of statements claiming that this particular drug, in this particular circumstance for 
all cases at all times— 

Senator GALLAGHER:  I am not saying the particular drug. I am happy to find it another 
time, but there were definitely claims about delisting common painkillers as a way of saving 
money, ultimately to patients. The feedback I am getting on that is that that has not happened. 
Anyway, in the interests of time— 

CHAIR:  I just have a follow up on that if you are moving off that particular question, 
Senator Gallagher. I might just have a few and I will come back to you in a few minutes. Just 
on Panadol Osteo, which was one of the examples used—there were a number of others 
affected by this measure, I understand—in terms of the price, there are presumably generic 
alternatives to Panadol Osteo? 

Ms Shakespeare:  That is correct. 
CHAIR:  Is the department aware what kind of prices are paid for those generic 

alternatives? Have they gone up or down after the change and, if so, by how much? 
Ms Shakespeare:  There is one paracetamol 665 milligram formulation that remains on the 

PBS for those patient groups I mentioned before, and that has not changed in price 
arrangements as far as we are aware. However, over-the-counter prices are not something that 
we regulate. They are subject to competition so can vary between pharmacies. We are, for 
instance, aware of some pharmacies that have been selling two packets of Panadol Osteo for 
$7.50, which is less than the patient co-payment. That was in place before that, so it does vary 
between pharmacies. 

CHAIR:  You can get this type of product for around the same prices that you were getting 
it before, as far as you can tell? 

Ms Shakespeare:  We have seen instances of that. That is right. 
CHAIR:  The fact that that is available is probably a good thing to get out to the public. 

You touched on the fact that it was not a very efficient thing when you had relatively cheap 
drugs over the counter and then you would go through a PBS process, with scripts and the 
like. Are you able to briefly talk me through whether it is Panadol Osteo or another drug that 
falls within this category? Are you able to step us through what were some of the costs to 
taxpayers of keeping it on the PBS? 

Ms Shakespeare:  I could provide an example of another delisted medicine, aspirin 100 
milligram tablets in a packet of 112, which remains available on the PBS for some patient 
groups. For a concessional payment patient we would pay a total cost of $11.68 under the 
PBS. That includes a $6.20 co-payment from the patient and $5.48 payment by the 
Commonwealth for things like dispensing and the administration by the pharmacists. Over the 
counter, usually those medicines would cost about $3 or $4. 
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CHAIR:  Three or four dollars? 
Ms Shakespeare:  Compared with the total patient and Commonwealth payment of $11.68 

provided through the PBS. 
CHAIR:  So in those circumstances the patient is actually paying more under the PBS and 

the Commonwealth is also paying more, and the combined is about three or four times the 
amount? 

Mr Stuart:  Yes, at least until the patient reaches the safety net, but that is after a 
significant number of scripts.  

CHAIR:  Yes. That seems a fairly clear cut case of a need for reform and I guess a fairly 
sensible saving. Just for my knowledge, and I may have missed this before, but in terms of the 
type of drugs we are talking about, if they are on the PBS, do you need a script or are you still 
getting it over the counter, and are you are getting your rebate, or do you need a script 
because it is on the PBS? 

Ms Shakespeare:  No. The majority of patients would just be purchasing over the counter 
and not needing a prescription. There will be some patients where it remains an option for 
them to get a prescription because they are in one of those patient groups that the 
Pharmaceutical Benefits Advisory Committee recommended remain listed on the PBS for. 
They would require a prescription but could also purchase it themselves over the counter. 

CHAIR:  So just to clarify. Where it remains listed on the PBS, are you saying you do 
need a script? I am not clear. 

Ms Shakespeare:  If it is remaining on the PBS for certain patient groups—so it is 
restricted and is not generally available—and if you are in that patient group and you receive 
a script, you need to have the script to fill it through the PBS with the rebates that apply. 

Mr Stuart:  Otherwise anyone can turn up at the chemist and buy it over the counter. 
CHAIR:  Just where I am going with this is that those patient groups would in that case 

still have to see a doctor and get a script before they are accessing it? 
Mr Stuart:  I think the simple answer is if they are prepared to buy it over the counter, 

they can do so. If they wish to get a script for it and have it count towards the safety net and 
so on then they can take that channel if they wish. 

CHAIR:  In which case there are additional costs in other parts of the system— 
Mr Stuart: For those patient groups, yes. 
CHAIR:  So the $11 is not necessarily all of the cost, because they may be going to see a 

doctor, and then there is the Medicare rebate for that as well. 
Ms Shakespeare:  Yes. 
CHAIR:  Thank you for that. I appreciate that. 
Senator GALLAGHER:  I have a couple I will put on notice. 
Senator LINDGREN:  Just to clarify something about the safety net; you said it might 

take a number of scripts. Some medications are obviously more expensive, so would they 
reach the safety net pretty quickly in some cases? 
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Mr Stuart:  Taking the case of the concessional patient, the most common co-payment is 
$6.20 now. And it takes—correct me if I am wrong, Mr Henderson—60 scripts to reach the 
safety net. 

Mr Henderson:  That is correct. For the concessional patients, it is 60 scripts for— 
Senator LINDGREN:  Yes, and certain patients would reach that pretty quick depending 

on what their disease was or what else was wrong with them. 
Mr Stuart:  That is right—however long it takes you to accumulate 60 scripts in the 

calendar year. 
Senator LINDGREN:  So after they have reached the maximum of scripts, they would 

then drop down to the discounted rate of $5.20? 
Mr Stuart:  I am sorry? 
Senator LINDGREN:  After they have reached that safety net, they drop down to what 

price? $5.20? 
Mr Stuart:  Concessional patients then get their scripts free after that. 
Senator LINDGREN:  And is that the same for Closing the Gap? Or is Closing the Gap 

slightly different? Could you explain Closing the Gap for me as well? 
Ms Shakespeare:  The Closing the Gap arrangements for access to the PBS are a bit 

different. The concessional patients do not pay a co-payment, and general patients are reduced 
down to the normal concessional co-payment for access to medicines on the PBS. 

Senator LINDGREN:  And that is at a discounted rate of—what would they normally pay 
for a prescription? 

Ms Shakespeare:  The concessional co-payment is $6.20. The general co-payment at the 
moment is $38.30. 

CHAIR:  I am just getting a sense—are we done with access to pharmaceuticals? 
Senator CAROL BROWN:  I want to ask a question in relation to continuous glucose 

monitors. Is this the right area? 
Mr Stuart:  Yes, I think this would be the right area. 
Senator CAROL BROWN:  On the Department of Heath's website, in the response 

headed, 'Australian Government Subsidy of Continuous Glucose Monitors', it says there are: 
… options for establishing an appropriate assessment pathway for new technologies in the future, 
within the wider context of other diabetes-related activities, and arrangements for the NDSS beyond 30 
June 2016. 
What is that time line? I am happy to pass you over. I have this from the website. Do you 
understand the question? 

Ms Shakespeare:  We are aware of that, so you do not need to pass it up. 
Senator CAROL BROWN:  Okay, so what is the answer? What is the time line? The 

Minister for Health has asked the department to provide her with options for establishing an 
appropriate assessment pathway for new technologies, so— 

Mr Stuart:  Yes, and we are working on that to provide advice to the minister. 
Senator CAROL BROWN:  When were you asked to start working on options? 
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Ms Shakespeare:  I think we might have to take that on notice. It was probably in the 
second half of last year. 

Senator CAROL BROWN:  And it was at the minister's request? 
Ms Shakespeare:  Some work had been happening prior to that as well. Essentially, what 

we are looking at is public funding for new technology that performs a similar function to 
some other technology that is currently funded by the government through the National 
Diabetes Services Scheme. What we have been looking at is how we might do an appropriate 
assessment of the clinical effectiveness, the difference in clinical outcomes and the cost 
effectiveness of the different technologies. There has actually been some work to look at 
clinical and economic evaluation of some continuous glucose-monitoring devises—that is 
being considered by government—and then how that might flow into a longer term process. 

This is an area where there is a bit of change happening at the moment. We have different 
types of continuous glucose-monitoring devices, and we know that companies are working on 
new technologies that are able to not only just measure changes in a patient's blood glucose 
levels but also, potentially, link back into levels of insulin being provided to the patient 
through their pump devices. We know that we will need to look at other technologies as they 
develop in this area. This is all under consideration by government at the moment. 

Senator CAROL BROWN:  You have commenced the work, but you have not completed 
the work. Is there any indication of when that might be completed? 

Ms Shakespeare:  I think the indication has been provided on the website as 30 June. 
Senator CAROL BROWN:  I do not think it actually says that. So you are hoping to 

complete it by the end of the financial year to provide some options for the minister? 
Mr Stuart:  It sounds like we had better clarify that. We will take it on notice and come 

back to you. 
Senator CAROL BROWN:  The minister's response says—I cannot see your last name. 
Mr Stuart:  Julianne Quaine. 
Senator CAROL BROWN:  In her response, it does say, in terms of the CGMs, that there 

is currently no formal way of assessing the clinical and cost-effectiveness of CGM sensors. 
Are you looking at them as well as part of the options? 

Ms Shakespeare:  Yes. Continuous glucose monitoring involves both devises and also 
sensors which support them. 

Senator CAROL BROWN:  When you are talking about options, you are also looking at 
the cost of any subsidies in the costs of CGMs. Is that a part of the work that you are 
undertaking? 

Ms Shakespeare:  It is, and it is comparing the effectiveness of these products with other 
technology that assists patients to manage their diabetes—for instance, through monitoring 
their blood glucose levels. 

Senator CAROL BROWN:  This is my last question on this area. There is a public 
campaign underway supporting subsidising of CGMS. Is the department aware of that? Are 
you aware of that, Ms Shakespeare? 

Mr Stuart:  Yes we are. 
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Senator CAROL BROWN:  And they do talk about death-in-bed syndrome. Do you 
provide data on the number of Australians who die each year from death-in-bed syndrome? 

Ms Shakespeare:  We do not actually have a lot of data on that. We are aware of the 
anecdotal examples, but it is not something that we necessarily collect from Diabetes 
Australia, I think. 

Senator CAROL BROWN:  If you could provide to me, on notice, the date the work was 
requested to start from the minister—I think, you indicated that the minister asked you to look 
at options, or at least the minister said that in her response—I would appreciate that. 

Therapeutic Goods Administration 
[20:49] 

CHAIR:  That brings to an end of questions on Access to pharmaceutical services. We will 
now move on to outcome 7, Health system capacity and quality. 

Senator SIMMS:  I have a question that relates to the deferral period that currently applies 
to men who have sex with men donating blood and tissue. Are you reviewing that at the 
moment? I understand the Australian Red Cross Blood Service and the Kirby Institute have 
recommended reducing the deferral period that applies from 12 months to six. Is that 
currently being reviewed? 

Prof. Skerritt:  It is not something currently under active review. We completed an 
extensive review a couple of years ago in collaboration with the Australian Red Cross Blood 
Service—at their request. We looked at a range of factors, including reports from the Kirby 
Institute and the expert panel review that the blood service commissioned. Our decision was 
about blood donation based purely on risk-benefit for the blood supply—benefit measured in 
terms of quantity of supply risk and any potential risk of blood that may be contaminated. I 
want to clarify one thing, however, because it has been misrepresented in the media. Our 
therapeutic goods regulation, the infectious disease order, actually establishes a deferral 
period for donation of blood from: 
A donor whose sexual practices put them at increased risk of acquiring infectious diseases that can be 
transmitted by blood, cells or tissues. 
It is not the TGA's role to specify particular groups in the population. It is actually the Red 
Cross Blood Service's role to determine donors who have an increased risk based on their 
sexual behaviour and therefore decide to defer them. However, after the decision was made 
not to change the deferral period we did say that we would be very happy to consider any new 
evidence. I discussed that with the CEO of the Red Cross Blood Service as recently as the end 
of October. There is no new evidence now, but she feels that, in a little while more, they will 
have some more substantial evidence and want to come back with further data. 

Senator SIMMS:  In terms of access to new evidence, have things like access to the new 
medication, PrEP, or rapid HIV testing within some state jurisdictions been taken into account 
in the deliberations of the TGA? 

Prof. Skerritt:  Firstly, as you are well aware, PrEP is not yet a registered medicine in 
Australia. 

Senator SIMMS:  Yes. 
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Prof. Skerritt:  There are some clinical studies of PrEP underway in various states to get a 
good handle on the percentage reduction in transmission. There have been various numbers 
quoting between 90 per cent, which obviously would still leave 10 per cent out, and 94 per 
cent. One of the things the large trials in New South Wales and Victoria are trying to establish 
is whether we are closer to 100 or closer to 90. 

Senator SIMMS:  It has had good results overseas, hasn't it? 
Prof. Skerritt:  PrEP has had reasonably successful results overseas. One of the challenges 

with PrEP, which is a factor being considered in its evaluation, as it is for any drug, is the fact 
that this is a drug now being given to a group of healthy people as opposed to a drug being 
used for treatment of people who are infected with the HIV virus, and so your risk benefit 
changes when you give a drug to healthy people as opposed to people who are sick with the 
disease. 

Senator SIMMS:  Just while we are on the matter of PrEP, you might be aware that, in 
November of last year, the Senate passed a motion calling on the government to look at 
regulatory barriers for access to PrEP and rapid HIV tests and home self-tests. I am interested 
to know from the TGA, Professor Skerritt, about what investigations are happening in terms 
of availability of PrEP, but I am also keen to hear from the minister about what action the 
federal government has taken since the passage of the motion in the Senate last year. 

Senator Nash:  I am not aware. I will have to take that on notice for you. But I am very 
happy to do that for the minister. I will pass to the professor.  

Senator SIMMS:  Thank you. I appreciate that. 
Prof. Skerritt:  On 7 July 2014—18 months ago—the government made an announcement 

that they would change the regulatory requirements. Until that date, self-tests for HIV were 
not permitted in Australia. Since that date, they have been permitted, but, obviously, there has 
to be an application for a product, the product has to be reviewed and then approved. I cannot 
disclose whether or not we have received applications and how many. It is a convention that, 
for commercial reasons, we do not do that. 

Senator SIMMS:  That is fine. 
Prof. Skerritt:  I can comment, however, that there are three tests that are available for 

point-of-care testing. That is separate to self-testing; it is point-of-care testing. These have 
been used quite widely. In fact, New South Wales Health worked with the Mardi Gras 
organisers to organise a significant program of point-of-care testing with a healthcare 
professional there to help interpret the tests. 

You asked before whether the blood supply issues were related to the availability of point-
of-care testing. Point-of-care testing is tremendous, because it increases the access for a wider 
population. It does, however, have one significant disadvantage over laboratory tests, and that 
is that it picks up antibodies to the virus. In the first three months, and it depends on the 
individual, you are virally infected but you do not have antibodies. A process known as 
seroconversion occurs. And so, in the first three months after an infection, you can still 
transmit that infection, but you can come up falsely as negative in one of these point-of-care 
tests. This is, again, one of the factors that has to be considered in looking at a range of 
factors, including blood donor withholding periods. 
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The other issue with PrEP, as the company has announced, is that it is under active 
consideration by us. We only received an application in the middle of last year for PrEP. The 
company could have put the application in a decade earlier, when similar approaches were 
made to regulators overseas, but they have made a series of commercial decisions related to 
the timing, and their Australian market strategy. We cannot force a company to put in an 
application for a medicine at any one time. 

Senator SIMMS:  I realise that, but do you have a deadline you are working towards on 
the availability of— 

Prof. Skerritt:  We originally had a deadline of March this year; however, we did not 
receive information back from a company in time to meet that deadline. Our deadline is now 
May this year. I am hopeful that the product will be considered. Normally we do not talk 
about applications, but the company has gone very public on this one, so I am not breaking 
any commercial confidentiality. They are happy for us to talk about it. So we are hoping it 
will be considered by our advisory committee at the very beginning of April and then a 
decision made soon after.  

Senator SIMMS:  I have two more questions on this. Again in relation to PrEP, there were 
media reports last year around overseas orders of PrEP being held up by Australian Border 
Force officials. It is my understanding that people can get access to PrEP in Australia but only 
on the advice of a doctor and that they pay slightly more for the availability of the medication 
if they order it overseas. Is that your understanding? 

Prof. Skerritt:  We have administered what is known as a personal implications scheme 
for many years. An individual with an Australian doctor's prescription can import up to a 
three-month supply of medicine for themselves. You would obviously need to check with the 
Australian Border Force on any issues that importers have had with them. There was some 
consultation with us because my understanding is that some people had consolidated 
shipments and so when they arrived at Sydney Airport it was not medicine for one individual. 
In order to save on shipping charges there might have been medicine for 12 people and 
therefore it looked like a commercial shipment rather than an individual one. But for the 
specific details of the hold-ups you would really need to refer to ABF. 

Senator SIMMS:  That is fine. Are you concerned about the health implications of a hold-
up like that for people who might be relying on medication? 

Prof. Skerritt:  I cannot comment on Australian Border Force processes. Surely if they 
believe that something is being imported or may be being imported for commercial reasons 
they have a right to consult and check with others.  

Senator SIMMS:  But, theoretically, it could pose a risk to people if they are waiting for 
that medication and it is being held up, couldn't it? 

Prof. Skerritt:  Again, there is an individual issue here—whether people followed the 
TGA's processes in making quite clear that it was personal importation for one individual. I 
am not privy to any details on the shipments other than that there was evidence that there was 
consolidation and it was unclear whether it was therefore one individual importing material 
for themselves. 
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Senator SIMMS:  I have one final question. Are you aware of any PrEP trials scheduled 
for South Australia? Is there any work being done in the state of South Australia in that regard 
or with provision of rapid testing? I do not think the state government have anything— 

Prof. Skerritt:  I am not aware of anything on PrEP. Colleagues may be. I mainly have 
heard about the large trials underway in New South Wales and Victoria and the smaller trials 
that have been announced by Minister Dick in Queensland. That is not to say that individual 
hospitals in other states are not organising their own trials. 

Senator SIMMS:  Sure. Could you take that question about South Australia on notice. 
Prof. Skerritt:  I will. 
Senator SIMMS:  Thank you. 

Proceedings suspended from 21:03 to 21:16 
Senator GALLAGHER:  I have some questions for the TGA around codeine 

reclassification. Does the TGA conduct any postmarket monitoring of opioid analgesics and 
their use? 

Prof. Skerritt:  We certainly do conduct postmarket monitoring of all sorts of medicines. 
People always think of TGA as a medicines approver, but that is only the beginning of a 
journey. We have done a number of studies on opiate analgesics. In fact, last year we 
conducted a safety review, and we published it on 1 October, on the use of codeine in 
children. A number of overseas regulators have taken action to forbid the use of codeine in 
kids under 12 or 18 who have had their tonsils or adenoids out, because of serious adverse 
events. There have also been reports overseas of breastfeeding mothers and even infants 
dying. Codeine is just a precursor to morphine. People think it is different, but it is not. It just 
turns into morphine in the body. And there is a group of people, including breastfeeding 
mothers, who break down codeine really quickly into morphine, so, the baby gets a big hit of 
morphine. Sadly—I think it was in Canada, some infants have died. 

So, we conducted a safety review focused on children last year. I should add that quite 
often, again for objectivity, we use a medical expert organisation. I cannot name the 
organisation, because we are not expecting them to sign the contract until next week, but a 
review is planned over the next six to eight weeks on codeine efficacy and safety, especially 
at lower doses—in other words, whether OTC codeine is any more efficacious in pain relief 
than, say, a mixture of paracetamol and ibuprofen, or paracetamol alone, and also aspects of 
safety. That will feed into the further consideration of issues to do with appropriate 
scheduling of codeine. 

Senator GALLAGHER:  So, the history of this is that the TGA sought to reclassify 
codeine? That is right, isn't it? 

Prof. Skerritt:  The history of this is that there is a function known as medicine scheduling 
which determines whether medicines are available anywhere from the supermarket through to 
a locked safe, at schedule 8. And any individual or organisation can put an application for 
things to go up or down. So, an application was received. Unlike the medical marijuana one, 
where that has been initiated by the department, this one was on receipt of a submission— 

Senator GALLAGHER:  Which sought to reclassify— 
Prof. Skerritt:  which sought to reclassify it— 
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Senator GALLAGHER:  to prescription only? 
Prof. Skerritt:  to prescription only. And the history of that is fairly well known. The 

advisory committee recommended so. There were many submissions based on that interim 
decision, so a further set of potential proposals were put out for consultation. The consultation 
closed on 29 January, and those proposals will be considered by a meeting of the advisory 
committee in March this year—next month. 

Senator GALLAGHER:  Is that fairly standard, how that is tracked? Or is that unusual 
because it was controversial? 

Prof. Skerritt:  Two things are unusual: the sheer number of submissions— 
Senator GALLAGHER:  Which sought to— 
Prof. Skerritt:  which commented on the scheduling proposal. 
Senator GALLAGHER:  In support of the reclassification? Or against? 
Prof. Skerritt:  The majority of the submissions were actually against. They were either 

from individuals or from business. The submissions are public, so yes; a number came from 
community pharmacy, but a number came from individuals. It is noteworthy that submissions, 
for example, from the AMA and the Royal Australian College of General Practitioners 
supported the upscheduling. The range of views was highly polarised. 

Senator GALLAGHER:  So, that was one of the reasons—the volume— 
Prof. Skerritt:  The volume, and also the broader set of issues around the decision and 

whether further work—one of the main themes in the submissions against it was saying, well, 
the submission made assertions about safety and efficacy, but we did not see systematic data. 
So a sensible thing there was to commission a major medical research organisation 
independent of TGA to do such a study, and that is what is just about to be launched. 

Senator GALLAGHER:  Before the reclassification application came to the TGA, the 
TGA had not—or does not—form its own view on this? 

Prof. Skerritt:  TGA can form its own view, or more broadly with colleagues in the 
department—and of course we are part of the department. For example, within the department 
we initiated a rescheduling of a number of the substances that had been abused in sport. But in 
this case this was on receipt of a submission to reclassify it. 

Senator GALLAGHER:  So, when you paused the reclassification for this other process, 
that was not the TGA changing its mind on the issues presented before it. It was about trying 
to understand various views. 

Prof. Skerritt:  It was realising that there was a range of views, but a consistent message 
was— 

Senator GALLAGHER:  Two views. 
Prof. Skerritt:  No, there was a gradation of views, and indeed from an early analysis of 

the submissions to the current views, there is a real spectrum. Some people are saying yep, do 
it with the tablets, but cough and cold medicines are low risk, so do not change them. Others, 
for example, are saying to cut it down to a three-day pack size, from the current larger pack 
size. So, we are seeing a spectrum of views; it is not just one or other. 
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Senator GALLAGHER:  In terms of the feedback you have had, you mentioned 
community pharmacy, and some of the doctors' peak organisations. Have you had feedback 
from other organisations, or do they largely fall into doctors versus pharmacists, or 
pharmacists versus doctors? 

Prof. Skerritt:  No, it is very broad. In fact, one of the parts of feedback that got the most 
wide media coverage in the past few weeks has been from rapper 360. Now, I am probably 
too old to realise who rapper 360 is, but he is a well-known rapper who is quite well known in 
music circles and who had an OTC codeine addiction, and he spoke at length on the ABC 
about that issue. So, all sorts of people have come out—those with addictions but also those 
who say, 'I have chronic pain, I have migraine, and other things don't seem to work.' So it is 
not just a pharmacist-versus-doctor thing. 

Senator GALLAGHER:  In terms of the research you have undertaken, the March date—
correct me if I am wrong—is when you want to reach a decision. 

Prof. Skerritt:  No. I should add that the decision is made by a senior medical officer 
based on advice from the Advisory Committee for Medicine Scheduling, which consists of a 
mixture of state and territory representatives—because, as you may well remember, they 
actually give life to scheduling through state and territory legislative frameworks—and 
independent experts. That committee meets in mid to late March. They will then review the 
state of play, including further safety studies, and then a recommendation will be made and 
there will be an interim decision of a delegate. 

Senator GALLAGHER:  But you are not sure when that will be? It will be based on the 
outcome of the March committee meeting? 

Prof. Skerritt:  It will be based on the outcome of the March committee meeting. We 
would expect the decision to be made by about May. The other point that came through fairly 
strongly in the submissions from industry is that, because of stock in the supply chain, it is 
important to make sure there is an implementation period of at least 12 months. If there was a 
change in part or all of the way it is handled, it would not be changed until 2017 because of 
the need for relabelling a significant number of products. 

Senator DI NATALE:  I am very interested in the codeine issue—it is a fascinating 
space—but Senator Gallagher has pursued most of that. So I would like to go to the issue of 
medicinal cannabis. Could you talk me through the process for the review of the scheduling? 

Prof. Skerritt:  Sure. 
Senator DI NATALE:  In light of the announcement today, just so that we are clear— 
Prof. Skerritt:  The interface between this and scheduling? 
Senator DI NATALE:  Yes, the announcement from the government today about the 

framework for cultivation and manufacture. Cannabis is still scheduled as a schedule 9 drug—
that is, it is illegal—and the bill to date does nothing to change the scheduling. 

Prof. Skerritt:  No. 
Senator DI NATALE:  It is still illegal for a doctor to prescribe it? 
Prof. Skerritt:  It depends on the state. The government is attempting to facilitate access to 

medicinal cannabis. One mechanism that was identified, as described by the minister today, 
was the fact that because overseas suppliers or availability of medicinal cannabis or purified 
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substances is very limited—indeed, it has been a challenge with some of the clinical trials the 
states are running—there is a need for there to be local Australian production and 
manufacture. And that is what the bill that was introduced into the House today attempted to 
do. Obviously, there were a range of considerations in that. Scheduling is another piece of the 
puzzle. At the moment, with raw cannabis—cannabis leaf, botanical cannabis or however you 
want to describe it—being schedule 9, along with tetrahydrocannabinol— 

Senator DI NATALE:  Let's be clear for people who do not understand. Schedule 9 means 
the drug is illegal? 

Prof. Skerritt:  'Illegal' is not quite the right word; it is access controlled. It basically 
means that there is not seem to be a therapeutic context for it and essentially the handling of it 
is forbidden in most situations. 

Senator DI NATALE:  So illicit drugs are schedule 9 drugs? If we are talking about 
heroin, that is a schedule 9 drug? 

Prof. Skerritt:  Drugs like that are generally schedule 9. However, cocaine, for example, 
which you sometimes get at the dentist, is actually schedule 8. Oxycodone and other opiates 
are schedule 8. 

Senator DI NATALE:  Yes, but we are talking about pharmaceutical opiates. 
Prof. Skerritt:  Yes, the pharmaceutical opiates are schedule 8. So generally the forbidden 

products, for want of a better word, are up in schedule 9. The way schedule 9 is handled 
varies between states, so that is why I am not giving a very specific answer. It could create 
legal problems for doctors prescribing it and/or if it had been at schedule 9 it could create 
legal problems—and it still is only a proposal—even in the shipping of it. So let's say we 
bring in a system for cultivating, manufacturing and transporting medical marijuana. The 
truck driver could be committing an offence in some states if the thing in the back of his truck 
was schedule 9. So the rescheduling proposal—and, unlike most of them, this one was 
actually initiated by the department— 

Senator DI NATALE:  I seem to recall that, when we asked you about this last time, you 
were telling us that the usual process for scheduling was that an external body applied. 

Prof. Skerritt:  That is still factually correct. For medicine scheduling, it is usually an 
external body. It can be anyone. 

Senator DI NATALE:  Yes. I would like to go back to the transcript. 
Prof. Skerritt:  We have one interesting individual who would like to schedule alcohol as 

schedule 9. So it can be anyone. There is a process known as delegate initiated scheduling. 
The only exception where it is usual for us to be the delegate initiated scheduler for medicines 
is for routine new prescription drugs, which go to schedule 4 or schedule 8 depending on their 
prescription. But for changes it is usually based on a submission from an external individual 
or body. 

Senator DI NATALE:  Talk me through the process. Basically the department is the 
delegate. They apply to have a change from schedule 9 to schedule 8, which, as I think you 
described earlier, is pharmaceutical drugs that are locked in a safe. 

Prof. Skerritt:  It also includes oxycodone, medicinal cocaine and so forth—drugs that are 
a high risk of dependency and so forth. 
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Senator DI NATALE:  So what is the process? The delegate applies to change the 
scheduling. Talk me through what happens next. 

Prof. Skerritt:  This is one of the few regulatory processes that are spelt out hook, line and 
sinker in our acts and regulations in different parts. Essentially the delegate puts forward a 
proposal. This proposal was put forward after discussions with the states and territories—and 
I do not want that to be read as they fully endorsed it as written, because they will have the 
opportunity to comment. A scheduling proposal goes up. It is open for public consultation for 
several weeks. Later this month, that consultation on the proposal will close. If it is anything 
like recent ones, I am sure we will have a very large number of views and they will probably 
be all over the place again. 

Senator DI NATALE:  Have you got a sense of where things are at right now with the 
public submissions? 

Prof. Skerritt:  No, we have not been keeping track of them. Generally, we wait until 
public submissions are closed so that there is no risk of bias or anything. There has been a 
reasonable amount of publicity about it. Anyway, we will wait and see. Then the submissions 
are analysed and shared, together with the proposal, with the Advisory Committee for 
Medicine Scheduling. That committee, as I said, meets in the middle of March. They will 
provide advice back to us, again using their experts and their state and territory 
representatives. And then an interim decision is made. This rather arcane process is specified 
in regulations; it is not something we make up. There is then the chance for anyone who had 
put in a submission originally to come back and have further comment on the proposed 
interim decision. That is then considered and then a final decision is made. 

The schedule is published three times a year. Despite all these steps, it would still be 
possible for a final decision to be implemented from 1 June this year. It should not hold up, 
for example, Victoria's plans to provide Victorian grown medicinal marijuana. 

Senator DI NATALE:  So in practice if the scheduling change occurs and it becomes a 
schedule 8 drug, and is cultivated and manufactured here in Australia, there is the possibility 
then for it to be made available under prescription by a doctor. 

Prof. Skerritt:  The availability under prescription from a doctor is there. As I said, it is 
even there now. We have actually provided cannabinoids through the Special Access Scheme. 

Senator DI NATALE:  That is just special access, though. 
Prof. Skerritt:  But that is still prescription by a doctor. One thing I would want to put on 

the record is that these access pathways—the Authorised Prescriber and Special Access 
schemes—do provide access of medicines to a large number of patients. I have the statistics 
here, which I would like to provide. In calendar year 2015, there were 653 authorised 
prescribers for a range of different types of medicine and a very large number of Special 
Access Scheme medicines supplied. If we worked on the basis that each authorised prescriber 
prescribed 20 patients—and that is an assumption—that would be 75,000 patients in Australia 
who have received access through these pathways just for medicines. 

Senator DI NATALE:  But you are talking about a whole lot of different medicines; we 
are not talking about one medicine. 

Prof. Skerritt:  It is, but it is still a very significant number of patients. 
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Senator DI NATALE:  But they are all getting totally different medicine. I do not 
understand how that relates to this specific example. 

Prof. Skerritt:  What I am saying is that the reason for looking at access—particularly 
through authorised prescriber—is that the states and territories have also indicated to us that 
various states want mechanisms for looking at prescribing through to groups of patients and 
so forth. They may establish specialist committees. 

Senator DI NATALE:  My next question is: who makes the decision? There is a range of 
possibilities. One is that it is available through a prescription from a doctor or a GP—and that 
could be any GP. It could be treated like codeine; at the moment, any GP can prescribe an 
opiate. Or it may be treated like methadone, I suppose, where you would have to have some 
sort of accreditation program run by the college that means you can only prescribe it if you 
have been through that accreditation program. Or it could be limited to specialists, so that you 
are only accrediting particular specialists. How is that decision made? 

Prof. Skerritt:  This is a framework that still has to be built up. The framework that will 
be in place—assuming the bill passes both Houses and assent is made—will enable local 
cultivation and manufacturing. 

Senator DI NATALE:  Sure; that is the cultivation bit. 
Prof. Skerritt:  That is through the office of drug control, which is separate from the 

Therapeutic Goods Administration. Under the Therapeutic Goods Administration we 
administer the Authorised Prescriber and the Special Access schemes. As for the states and 
territories, that is a discussion that will happen over the next while—and I might turn to my 
two colleagues who have actually been working directly with the states and territories on that. 
The states and territories want to have an involvement in determining groups of patients and 
groups of medical practitioners— 

Senator DI NATALE:  I understand that, but I am interested in the process of how that is 
decided. It would seem to me to be silly to have one state that allows GPs to prescribe it and 
another state that says, 'We're only going to restrict prescribing rights to a small group of 
people. I am interested in what that architecture looks like and who decides it. 

Dr Studdert:  I think the practical realities of the Special Access Scheme and/or the 
Authorised Prescribers Scheme is that they provide a lot of flexibility depending on the 
particular formulation of cannabis that a prescriber might be looking to provide and/or on the 
patient and their condition. So there is no set view as to what that would be in practice. That 
will depend a lot on particular conditions, patient groups and doctors—whether they are GPs 
or specialists—that may want to use a product. 

Senator DI NATALE:  So why are we assuming it needs to be dealt with through the 
Special Access Scheme? 

Dr Studdert:  Because, other than a few products, they are not on the Australian Register 
of Therapeutic Goods. To supply a product that is not on the Australian Register of 
Therapeutic Goods there are the three pathways: the Clinical Trial Notification Scheme, the 
Special Access Scheme and the Authorised Prescribers Scheme. 

Senator DI NATALE:  Is it conceivable that under that scheme you could have a scheme 
where GPs prescribe it in the same way as they prescribe other medications—for example, 
codeine, opiates? 
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Dr Studdert:  Again, it would depend on the product and the patient that they are working 
with, or patient group that they are working with, and what the conditions is. That is a 
delegate decision. In most cases, it is a decision made by a delegate in the TGA and the 
variables that they would have to consider would be those. 

Senator DI NATALE:  Let us unpack that a bit, because it is confusing to a lot of people, 
including me. When you say it is a delegate's decision, someone in the TGA says, 'Here is a 
list of conditions for which we will allow product X to be prescribed,' is that how it works? 

Dr Studdert:  Over time that might develop. At this time, I think, it is fair to say there is 
not a list of conditions— 

Senator DI NATALE:  I understand that is— 
Dr Studdert:  that we have had any experience with providing approvals for— 
Senator DI NATALE:  Right, so let us work through how this is going to roll out. 
Dr Studdert:  It would be a case of a prescriber putting a case to the delegate that says, 'I 

want to prescribe this product—whatever the particular formulation is—for this patient and 
whatever their condition is.' They would provide some justification for that application. In the 
case of an authorised prescriber, they would be saying, 'I want to work with a particular group 
of patients—children with severe epilepsy that have not responded to other medicines—and I 
believe this product has some justification for use in this case, and there is a supply that I have 
identified.' So based on the evidence and variables that they are describing that decision 
would be made. Obviously, over time there would be a growing familiarity with a range of 
conditions, a range of particular medicines, especially as we see production develop in 
Australia and that familiarity would grow on both the part of doctors and delegates in TGA. 

Senator DI NATALE:  Let us bring it to the real world. I am a GP and somebody comes 
to see me who has end-stage cancer and has intractable nausea and nothing else seems to have 
worked. I then have to apply through the special access scheme for approval to prescribe— 

Prof. Skerritt:  To that patient— 
Senator DI NATALE:  to that patient. There are a couple of things. What is the process 

for doing that? How do I do that? 
Dr Studdert:  I might refer to my colleague Bill Turner, who has some experience with 

administering the scheme. 
Mr Turner:  The process for applying to use an unregistered good for therapeutic use is 

there is a form on the TGA website which a physician downloads, fills in with details—for 
privacy reasons we only get the initials of a patient. We get the product that the physician 
wishes to prescribe, the condition for which they wish to prescribe and the clinical 
justification. We are moving into a space where, in a lot of cases, in the physician's judgement 
registered options have not worked or there are no sufficient registered options. They would 
detail those sorts of things. That is then sent to a medical officer within the TGA who assesses 
that. In theory, each one is done case by case and makes a decision whether to approve the 
supply of that unregistered good for that patient. 

Senator DI NATALE:  It sounds very cumbersome and it sounds—you are looking 
quizzically at me so— 
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Mr Turner:  I will make the point that we are talking here about an unregistered good. 
When a good becomes registered for supply, so it is on the ARTG, it is more generally 
available and doctors do not have to go through that sort of process to be able to prescribe it. 
If, say, the clinical trials that are currently being undertaken in the various states provide 
sufficient evidence to support the registration of a product then that product would become 
more available for general marketing. 

Senator DI NATALE:  We know that is several years away at best— 
Dr Studdert:  I think what Dr Skerritt said before was— 
Senator DI NATALE:  Three to five years one would imagine. 
Dr Studdert:  Obviously, when we have to step it through like that it does sound a bit 

cumbersome but in practice it is used a lot every day in the TGA for a range of medicines. 
Prof. Skerritt:  If I could give a statistic. We successfully process 220 of these 

applications every single working day of the year. 
Senator DI NATALE:  Is there the possibility for this to be done online with an 

immediate response? 
Prof. Skerritt:  It is funny that you should say that. One of the recommendations—and this 

is in the public domain of the Expert Review of Medicines and Medical Devices Regulation's 
recommendations—said, 'Even though you guys are able to do over 200 a day of these things, 
can we even further streamline it by doing it all online? And can you perhaps consider, as you 
get greater familiarity with drug X for symptoms Y, to make the approval much faster and 
simpler?' 

That is a recommendation for government. It is a fairly common sense one, but it will be 
for government to decide. That was something that was picked up in the review that could be 
streamlined even further. And who knows, if it were streamlined further we could move from 
200 a day to 1,000 a day. I do not know. 

Senator DI NATALE:  Given that the demand for this is significant, as one would 
imagine, that will clearly test the capacity of your systems. 

Just to finish, because I know we are pressed for time: the difficulty, obviously, is the range 
of options within the broad label of 'medicinal' cannabis in terms of THC to CBD ratios and 
so on. Will the request be simply 'medicinal cannabis', or will you expect that they will need 
to specify particular strains? How is that going to work? 

Prof. Skerritt:  I think guidance will have to be developed. Once we know where we sit 
with the bill and with scheduling, guidance will need to be developed which will explain the 
level of information required, and what is reasonable but also descriptive. If people just wrote 
'marijuana', it could be cannabidiol or it could be THC. It could be anything. 

Senator DI NATALE:  Okay. I look forward to progress. Thank you. 
Mr Bowles:  Given the hour, can I get a bit of an indication about who we might want to 

get to, because I have about 50 or 60 people starting to block up everywhere here? 
CHAIR:  I have word that outcomes 8 and 9 have some questions that can be put on 

notice, and other things. I am told that those here for outcomes 8 and 9 no longer need to be 
here, but we are going to push on with the rest at this stage. 
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Mr Bowles:  Thank you. Is there anything else in this program other than NICNAS? So 
nothing on e-health? 

Senator GALLAGHER:  I have some, but I will put them on notice. 
CHAIR:  So the rest of this outcome can also go. 

National Industrial Chemicals Notification and Assesment Scheme 
[21:49] 

Senator RHIANNON:  Could you tell us why the delay in releasing the NICNAS national 
assessment of CSG chemicals has occurred. I understand it was originally to be released at the 
end of 2013. 

Dr Richards:  Just by way of initial clarification, this project is being coordinated by the 
Office of Water Science and the Department of the Environment. In July 2012, NICNAS and 
CSIRO and some other parts of the Department of the Environment were contracted to do 
elements of this project. The partners in this project have been providing a series of reports in 
various draft phases to the Office of Water Science. This is a very complex project that is 
probably more complex than was initially comprehended when the project started and was 
first commissioned by the Department of the Environment. The timing of the release, the 
decisions around the release and, in fact, the form of the final documentation is a matter for 
the Department of the Environment, and I would respectfully refer the questions— 

Senator RHIANNON:  Can I just check—it was originally supposed to be out by the end 
of 2013, is that correct? 

Dr Richards:  The original contract with NICNAS, CSIRO and the Chemical Assessment 
Section of the Department of the Environment—the original memorandum of 
understanding—was a 12 months memorandum of understanding. I cannot comment on when 
the Department of the Environment intended to release the report, but the original contract 
was for 12 months work, which has subsequently been extended a number of times. 

Senator RHIANNON:  So you are saying that it is the Department of the Environment 
that is ultimately responsible for this time line that I am trying to work out? 

Dr Richards:  That is exactly what I am saying. 
Senator RHIANNON:  Have the sections of the work that NICNAS is responsible for 

been completed on time? 
Dr Richards:  There have been a number of project slippages at various points of the 

project. As with any project under any form of contract—whether it is a memorandum of 
understanding or a formal legal contract—there are usually clauses that allow for unexpected 
delays to occur and set up mechanisms for how they should be managed. There has been a 
steering committee that has been managing the process—agreeing or not agreeing, managing 
and mitigating project slippages and— 

Senator RHIANNON:  The question was: was NICNAS on time? From that answer, it 
sounds like it was not on time. 

Dr Richards:  NICNAS has generally met the time frames. There have been some delays, 
and there have been other negotiations relating to— 

Senator RHIANNON:  How long have those delays been? 
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Dr Richards:  There are a whole lot of different inputs into the project. As I say, it is a 
very complex project. In terms of individual elements of the project and when each one was 
originally due, when it was ultimately delivered and the number of steps, I would have to take 
that on notice. 

Senator RHIANNON:  You can take that on notice, thank you. I understand too that the 
independent expert scientific committee raised concerns about the delay in delivering the final 
report in April 2014, and then there was a draft final report completed in October 2014. Is that 
correct? 

Dr Richards:  That is a matter for the environment department. The environment 
department is coordinating this project and it is their expert committee, so that is not a matter 
I can comment on. 

Senator RHIANNON:  So the lead agency is the Department of the Environment? 
Dr Richards:  That is correct. 
Senator RHIANNON:  So you are subsidiary to them? You just hand your reports over to 

them? 
Dr Richards:  That is correct. We have provided a range of technical inputs into the 

project and the Department of the Environment is responsible for determining how those 
come together and when they are published. 

Senator RHIANNON:  When did you send your report to the Department of the 
Environment? 

Dr Richards:  We have provided quite a range of reports in various drafts over that period 
of time, since the project started. As I mentioned before, I am happy to take on notice when 
the different drafts of the report were provided and when they were due. 

Senator RHIANNON:  Okay, thanks. I was interested in the predicted environmental 
concentrations too. Did industry have input into the recalculation of the predicted 
environmental concentrations of chemicals which informed the health and environmental 
assessments?  

Dr Richards:  That is a question for the Department of the Environment. The predicted 
environmental concentrations were calculated by the Department of the Environment. As you 
say, they were an input into the human health risk assessments, so NICNAS took figures from 
the Department of the Environment and plugged them into our risk assessment calculations, 
but issues around how and when those were calculated, and what the influences were, would 
be a matter for the Department of the Environment. 

Senator RHIANNON:  Just talking about input, did industry have any input into elements 
of the report? 

Dr Richards:  As far as NICNAS is concerned, one of the early phases of the work that 
NICNAS did, as I have mentioned at previous estimates hearings, is that we undertook a 
survey of companies involved in coal-seam gas work and asked for a range of information so 
they provided input. This was a voluntary survey so we respectfully and politely asked if they 
would provide us information. A number of companies wanted to negotiate with us about the 
way in which any commercially sensitive, confidential information would be managed and 
protected in that process. So we did have interactions with a number of companies in order to 
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obtain the information that was necessary for that work to go ahead. As far as NICNAS goes, 
we have engaged with companies— 

Senator RHIANNON:  Could you take it on notice and provide the list of companies you 
invited to participate, and which ones did? 

Dr Richards:  We do expect all of this information to be in the final report when the 
environment department releases it— 

Senator RHIANNON:  But considering it has been delayed for so long, could you take 
that on notice and release that, please? 

Dr Richards:  I will certainly take the question on notice. As I say, it is not necessarily my 
information to release. 

Senator RHIANNON:  But it is a NICNAS decision? 
Dr Richards:  In terms of which companies NICNAS engaged with, I will certainly take 

that on notice. 
Senator RHIANNON:  I understand that at a meeting of the IESC on the 15 March 2014, 

the following was minuted: discussion on the feasibility of a follow-on stage to the current 
national chemical assessment project. Were you aware of the discussion of the feasibility of a 
follow-on stage? 

Dr Richards:  The Independent Expert Scientific Committee on Coal Seam Gas and Large 
Coal Mining Development is an expert committee managed by the Department of the 
Environment. It is not an advisory committee to NICNAS and so any recommendations from 
that committee go to the Department of the Environment or the Minister for the Environment. 

Senator RHIANNON:  Does that apply to OWS as well? 
Dr Richards:  OWS is a division within the Department of the Environment. 
Senator RHIANNON:  I also want to ask about the communication strategy. I understand 

this comes up in November 2015 in some of these communications. Have you any resources 
allocated for a communication strategy about this matter? 

Dr Richards:  The matter of a communication strategy is a matter for the Department of 
the Environment. 

Senator RHIANNON:  Okay, thank you very much. Staying with NICNAS but moving 
on to cosmetics. Under the reforms to NICNAS that I understand have been rolled out, will 
NICNAS continue to assess class 3 individual chemicals for use in cosmetics? 

Dr Richards:  The government announced, in the context of the most recent federal 
budget, that reforms to NICNAS would proceed and outlined a broad framework in which a 
more risk-based and proportionate regulatory regime would be established. NICNAS was then 
given the task of consulting with the wide range of stakeholders who have interests in 
chemical regulation on the way in which that broad framework would be operationalised. 
NICNAS did, last year, release the first of a series of four consultation papers proposing a 
possible way forward for the purposes of consultation and we received a large number of 
submissions in response. We propose to release the second consultation paper next week, 
taking note of all the views that were expressed by the wide range of stakeholders, and further 
refining the proposed implementation approach.   
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The government announcement in the context of the budget did indicate that in developing 
a risk based regulatory stance, the risk posed by a chemical is a function of the intrinsic 
hazards of the chemical—the toxicity of the chemical, which is a property of the actual 
chemical substance itself—and the exposure of an organism whether it is human, animal or 
environmental. In looking at risk, it is a function of hazard versus exposure. It has been 
expressed in the first consultation paper and broadly outlined in the government decision as 
being a matrix, which, by developing a hazard versus exposure matrix, you can categorise 
chemicals into one of three class. It is proposed that class 3 chemicals, which are higher 
hazard and higher exposure, would continue to be assessed by NICNAS, whereas, conversely, 
those chemicals that are very low hazard or non-hazardous and are very low exposure would 
be exempt under the new arrangements. So, yes, it is proposed that the so-called class 3 
chemicals, the third class of the higher hazard and higher exposure chemicals, which are 
therefore higher risk, will continue to be— 

Senator RHIANNON:  Thank you for explaining that. For cosmetics, it is often the 
ingredients that are coming into the country. Do I take it from that that sometimes cosmetic 
ingredients may be class 3, but sometimes they are not; therefore, they are assessed in 
different ways?  

Dr Richards:  That is right. This regime relates to new industrial chemicals. So new 
industrial chemicals are defined as those chemicals that are not already listed on the 
Australian Inventory of Chemical Substances. They are not necessarily chemicals that have 
never been used in Australia before, but they are chemicals that are not listed. Under current 
arrangements, a large number of chemicals are exempt from the current scheme and so each 
year there are close to 10,000 new chemicals—that is, chemicals not listed on the Inventory of 
Chemical Substances—that are introduced. But each year probably two-thirds of the 10,000 
are the same as the year before and the year before that.  

Senator RHIANNON:  I am interested in the non-animal tested cosmetics. Is it possible 
for you to say that they are class 3, or would it just be very variable?  

Dr Richards:  It would depend on where they fell within the matrix in terms of the— 
Senator RHIANNON:  Right. So I need to have a more specific question, I think.  
Dr Richards:  At the moment, we are developing a proposal to take to government on how 

these reforms would be implemented. It is my expectation that the vast majority of chemicals 
that are used in cosmetics would be either exempt from assessment or reported to NICNAS 
without assessment. It would only be those chemicals that are very high hazard and a high 
exposure that might fall into class 3. That is a different question from 'What are the data 
requirements to conduct an assessment?'  

Senator RHIANNON:  Is it possible under this system that you could expect the new 
process to facilitate or encourage non-animal tested validations?  

Dr Richards:  Yes.  
Senator RHIANNON:  Can you provide an update on how many cosmetic ingredients 

have had manufacturers or importers applications to NICNAS to accept overseas non-animal 
tested substances validated in other jurisdictions?  

Dr Richards:  I would have to take that on notice. We did an analysis for the 2013-14 
year. I am not sure that we have repeated that. It was quite a labour intensive analysis. I am 
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not sure whether we have completed an analysis to allow an updated figure, but I could take 
on notice whether we have done that analysis.  

Senator RHIANNON:  I will just add three points, if you could take them on notice. And 
then I am finished, Chair. In the context of this question, could you provide the categories 
those ingredients belong to?  

Dr Richards:  Senator, could you explain. The new system with class 1, class 2, class 3 
does not yet exist.  

Senator RHIANNON:  I see. So that is redundant. How many of those applications were 
for new ingredients not previously approved in Australia?  

Dr Richards:  As I said, NICNAS generally only looks at the new chemical ingredients—
that is, chemicals not listed on the AICS. So any chemical that is submitted to NICNAS for an 
assessment is by definition a new chemical.  

Senator RHIANNON:  Thank you.  
CHAIR:  Senator Gallagher on NICNAS.  
Senator GALLAGHER:  In the interests of time, I am going to have to put my questions 

on notice. We have not even got to hospitals yet. This is just crazy.  
CHAIR:  So there are no more questions.  
Senator GALLAGHER:  This is crazy. We have got to sort this out.  
CHAIR:  It is the standing orders, unfortunately. It is people going consistently over time. 

That is all from this outcome. Thank you very much. 
Dr Richards:  Thank you. 

[22:04] 
CHAIR:  We will now move on to population and health. 
Senator GALLAGHER:  I need to know where all of the money has come from for the 

ice task force. The government has announced $300 million over four years, the majority of 
that is to be administered through the PHNs. Where did this money come from? We know 
that some of it came from the mental health spend. Some of it is from Indigenous health—
Indigenous alcohol and other drugs strategies. Where is the balance from? 

Dr Southern:  The balance was offset from savings in other parts of the department as part 
of the broader MYEFO process. 

Senator GALLAGHER:  How much were the broader savings that have come from the 
department somewhere? 

Dr Southern:  It is $78.6 million Indigenous-specific funding for the ice strategy. The 
mental health saving is in the order of $140 million, I believe. 

Senator GALLAGHER:  Is that all going to ice? 
Dr Southern:  As I understand it, yes. That is $220 million, so the balance— 
Senator GALLAGHER:  So you have to find about $20 million from other savings areas? 
Dr Southern:  Yes, that is right. 
Senator GALLAGHER:  That money is going to the PHNs. How will that be allocated to 

the PHNs and when will the money be available? 
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Dr Southern:  It is not all going to the PHNs, although the bulk of it is. $241.5 million will 
be allocated to the PHNs, from 2016-17, so, from 1 July this year. 

Senator GALLAGHER: When will that money be available for programs? 
Dr Southern:  It will be available in the 2016-17 program year. 
Senator GALLAGHER:  And then the PHNs will have to go through a commissioning 

process? 
Dr Southern:  That is correct. Where we are at the moment is that there is work underway 

on the allocation of that money to the PHNs, so assessing— 
Senator GALLAGHER:  How is it being done? 
Dr Southern: Part of it is looking at the broad formula for allocation across the PHNs, 

depending on population size et cetera. But there will be another layer of analysis that goes to 
assessing need and where there are particular gaps in service delivery—so, balancing that up 
and then working out that allocation. 

Senator GALLAGHER:  Will it be known prior to the commencement of this? 
Dr Southern:  Yes. We are on track to sort out the allocation towards the end of this 

month. 
Dr Studdert:  Yes. It is taking some time to do that, in consultation with the PHNs as well. 
Senator GALLAGHER:  Considering that these savings have to come from one or two 

disadvantaged groups—from programs supporting people with mental illness and Indigenous 
Australians—will there be a focus through the ice task force into both of those population 
groups? 

Dr Studdert:  Certainly, the Indigenous funding will be specifically for alcohol and drug 
services, which go to Aboriginal and Torres Strait Islander communities and patients. There is 
broad recognition that in rolling out the funding for these services we would expect some 
synergies between the work that the PHNs are doing around the rollout of the mental health 
funding and the rollout of the alcohol and drug services funding, noting that in some cases we 
are dealing with similar groups of people. 

Senator GALLAGHER:  The money will become available in 2016-17. In the 
government's media release I think it says $300 million over four years, but the financials 
show it over three years only. I am interested in what happens in that fourth year of the 
program. What you have said to me tonight is that announcements about the money that is 
allocated to the PHNs, and the programs that will support, will occur in the second half of this 
calendar year. 

Dr Southern:  The funding for the fourth year is outside the forward estimates. Because 
the announcement— 

Senator GALLAGHER:  It was a four-year program. 
Dr Southern:  That is correct. The announcement was made in MYEFO. The four-year 

budget period was 2015-16 through to 2018-19. 
Senator GALLAGHER:  So it is $300 million over three years, because there is no 

expenditure— 
Dr Southern:  No. 
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Mr Bowles:  No, four years. It is just that the fourth year is outside the current forward 
estimates, because MYEFO still picks up the forward estimates period for 2015-16, 2016-17, 
2017-18, 2018-19—it does not get to that final year. 

Senator GALLAGHER: Even though it is not published for that fourth year, what is the 
fourth year figure? 

Dr Southern:  It is a similar figure, as I understand it, going forward. 
Senator GALLAGHER:  It is 63, 40, 38—so it looks like it peaks in the first year and 

then goes down in the out years. Are you suggesting it is probably in the order of $40 million 
in the last financial year? 

Dr Southern:  No. The alcohol and drug treatment services funding line is in the order of 
$59 million for 2016-17, and $59.9 million for the following year. 

Senator GALLAGHER: I was specifically talking about the ice task force, but I will put 
that on notice, in the interests of time. 

Senator DI NATALE:  I am interested in the funding that goes to alcohol and other drug 
services within the Indigenous sector. How do you actually quarantine funding—this is 
funding that comes out of recommendations from ice task force—giving money to an alcohol 
and other drugs sector? In reality this is not actually a response to ice. It is a response to 
alcohol and other drugs, isn't it? 

Dr Southern:  The recommendation for additional drug and alcohol services was part of 
the ice task force's recommendations. They talked about those services in the broad, noting 
that there was a heavy impost at the moment on drug and alcohol services. So there was 
recognition of what was happening with people who are suffering from ice addiction looking 
for services. There was a recommendation that there be an expansion of funding for those 
services. So, while it is a recommendation that has come out of the ice task force, the money 
will go to services more broadly. 

Senator DI NATALE:  So it is fair to say that some of the money from the ice task force 
will go to fund some people who have problems with alcohol dependence, some of the money 
will go to fund people who have problems with opiates dependence, and some of the money 
will go to fund people with cannabis dependence? 

Dr Southern:  The intention is certainly to address the ice problem, but noting that there 
is— 

Senator DI NATALE:  I know that is the intention, but the money is going to the alcohol 
and other drugs services sector. 

Dr Southern:  That is correct. 
Senator DI NATALE:  So this is not money that is dedicated to responding to the issue of 

crystal methamphetamine? This is money that is dedicated to the issue of alcohol and drugs? 
Senator Nash:  I think it is fairly simplistic to look at them separately, and it is certainly a 

response— 
Senator DI NATALE:  It is not simplistic, it is actually factually correct. 
Senator Nash:  No—I will get to that. You are saying it has got to be alcohol and drugs 

are not just ice. Obviously, we are responding to the recommendations in the ice task force. 
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One of the issues that became really clear along the way was polydrug use—that you actually 
could not separate this into silos and just have ice here, alcohol here and other drugs here. So 
it most certainly is predominantly a response to the ice task force. But taking that into 
account, it was extremely difficult to just silo ice and say, 'Let's deal with that,' given the 
nature of the evidence that came out throughout the year when all the work was happening. 

Senator DI NATALE:  I am not actually being critical of the fact that more money is 
going to the alcohol and other drugs sector. That is a good thing. But let's be honest about 
what is happening. We are talking about this as a response to ice, when actually what we are 
talking about is a chronically underfunded alcohol and other drug sector that is now getting 
more funding. This is not simply a response to the problem of ice, or crystal 
methamphetamine; it is a response to the fact that we have an underfunded alcohol and other 
drugs sector. 

Senator Nash:  No, that is not correct. That might be your— 
Senator DI NATALE:  Some of this money will go to people with alcohol dependence— 
Senator Nash:  You cannot simply block this into silos and say, 'That won't happen.' If you 

have a better delivery mechanism to look after people with ice than doing it through the 
alcohol and other drugs sector, it would have been great to hear about it over the last year 
while we were doing all this work. There is no perfect solution to this. The government 
recognised that this is a massive problem—the problem of ice—particularly in rural and 
regional areas. You are well aware of all of this. But, through the work that the task force did 
and the work that the government did, the AOD sector was deemed as the best way to deliver 
this. 

You are right: it is not going to be 100 per cent completely siloed for ice. Realistically, the 
response has been, 'Well, that's a good thing, because we can actually deal with the polydrug 
use in the same way that some of the funding is tied up with mental health.' It is a similar sort 
of thing: a lot of the time you cannot separate the ice issues from mental health issues. We 
think it is the most appropriate way to try to deal with that. 

Senator DI NATALE:  You are not going to get an argument from me about a bigger 
investment in alcohol and other drugs funding, it is just that this is a funding response to the 
problem of alcohol and other drugs—not simply to ice. But let's move on. 

How is this going to work with the integration of flexible funds? 
Dr Southern:  The funding that we are talking about here sits outside the flexible funds. 
Senator DI NATALE:  I know that the funding does, but will it fund some of the same 

programs that are delivered through flexible funds? 
Dr Southern:  The proposal at the moment is that alcohol and other drug services, which 

are currently through two of our funds—one of which is the flexible fund and one which is 
not but which, as a bucket of money, is directed towards services—will continue. Those 
services have been advised that there is another 12 months of funding for 2016-17. The funds 
for those services will come out of the existing buckets of money. As the secretary was 
explaining earlier today, as part of the process that we are going through at the moment to 
consolidate funds we would try to bring together the different funding sources we currently 
have for alcohol and other drugs. 
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I do not know what we might end up calling it—a drug program or an alcohol and other 
drug program. That would be the opportunity to bring together funding which currently 
supports alcohol and other drug services which, as I said, partly comes from a flexible fund 
and partly from the non-government sector organisation's fund. I cannot remember its full 
title. It is not actually a flexible fund, but we have already pooled those two sources of 
funding together to support alcohol and other drug services. Then the funding in response to 
the ice task force will be brought together with those two other sources. 

Senator DI NATALE:  With the commissioning process from the PHNs: there is 
obviously a lot of variability here. How do you ensure that you are getting consistency across 
all PHNs in terms of the response? One PHN may decide to spend all the money on 
prevention, with the focus on prevention. Another PHN might decide that detox services need 
to be prioritised. Others might decide that it is rehab—inpatient beds and therapeutic 
communities. There are so many different possible responses. So you might be living in an 
area with a PHN that thinks it is a good idea to pour all their money into one part of the 
response. How are you going to ensure that there is actually some consistency in terms of the 
responses across all the PHNs? 

Dr Southern:  Another piece of implementation work which is underway at the moment is 
developing the program guidelines for the PHNs in relation to the alcohol and other drugs 
service funding. That is a piece of work which is underway at the moment, being developed 
jointly between the Population, Health and Sport Division and our colleagues who are 
managing the PHN process. 

There will be a set of program guidelines around what the funding is intended to do. The 
PHNs are doing their needs analyses at the moment and you would expect that depending on 
the population needs of a particular PHN there might be variation in the services they are 
delivering. But as long as they are within those broad program guidelines and they are 
meeting the needs of their target populations then you would expect there would be some 
variation. But we want to be flexible in how it is rolled out. 

Senator DI NATALE:  I have a few others, but I will put them on notice in the interests of 
time. 

Senator MADIGAN:  In October last year I asked about what the Department of Health 
has done about making doctors aware of tick borne diseases other than Lyme diseases—
anaplasma, mycoplasma and rickettsia. I was referred to the Lyme disease page of the 
department's website, which does not answer the question. Again I ask the question, as I 
believe two recent research papers, the result of ARC grants, indicate that Australian ticks are 
carrying significant amounts of known pathogens. 

Mr Bowles:  The expert is not here, but Professor Baggoley might be able to help a little 
bit. I meant, Dr Lum is not here. 

Prof. Baggoley:  As I understand it, the question relates to research from Professor Peter 
Irwin of Murdoch University and his work on ticks and their content. Is that what you were 
referring to? 

Senator MADIGAN:  Yes. 
Prof. Baggoley:  What he has discovered, as you are aware, is a number of bacteria that 

have not been discovered previously. And he has found I think one borrelia with the samples 
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that he has taken from quite a range of ticks, and that was taken from an echidna. His point is 
that he has found these different bacteria, and whether they cause disease or not he cannot tell, 
and certainly further research needs to be done in that area. He is quite correct in that. 

Senator MADIGAN:  In October last year I also asked about the Australian diagnostic 
guidelines for Lyme disease. I was answered that the department's guideline for overseas 
acquired Lyme disease. What I do not understand is that the department has omitted the single 
diagnostic sign determined by the CDC in the US for Lyme disease acquired there, that 
unequivocally diagnoses Lyme disease—that is the, pathognomonic bull's-eye rash. Why has 
this been omitted from the diagnostic criteria of the Australian guidelines? 

Prof. Baggoley:  The issue relates to the amount of borrelia. For example in those endemic 
parts in the US they know they have the borrelia and they have found them, which is 
associated with that rash. But of course that rash is not found only with Lyme disease. Rash 
like that can be found with a whole range of diseases. The issue for us here is that the rash is 
not itself pathognomonic, because of the other conditions. And as you know, and from Peter 
Irwin's work, we still cannot find the borrelia that causes the rash in the US and parts of 
Europe and so on. It is not found in this country. We do know with Peter Irwin's work, when 
he was looking for the ticks in this country, looking for borrelia and was unable to find them, 
he took as a control group or a comparison group ticks from Germany, where he was readily 
able to find them. There are a range of conditions that can cause that rash, and that is why in 
this country, in the absence of borrelia that we have been able to find—and recent research is 
still backing that up—it is not pathognomonic. 

Senator MADIGAN:  So can you explain to me then why the Australian diagnostic 
guidelines differ from the USA? As you said before they have an enormous amount of cases 
of that. I think it is around 300,000 cases per year. 

Prof. Baggoley:  Yes. 
Senator MADIGAN:  And they have a great deal of experience in the diagnosis of Lyme 

disease. Why are we not using their diagnostic guidelines? 
Prof. Baggoley:  Well we have just spoken about that pathognomonic rash for example, 

and that is because they have lots of borrelia and we do not. The key question comes back to 
your original question. We know our ticks have lots of organisms in them. Is it possible that 
those organisms are causing a disease from which people are suffering? It is possible, but we 
have not yet been able to demonstrate cause and effect. But it does not look like it is going to 
be borrelia. 

Senator MADIGAN:  So in the case where we have people that have Lyme disease or 
Lyme-disease-like symptoms, where overseas they are given a course of antibiotics as a 
safeguard, why then would we not take a proactive approach and give these people who 
present with a tick bite a course of antibiotics? We take dogs to the vet when they get a tick 
bite. 

Prof. Baggoley:  Yes, we take dogs to the vet, and ixodes holocyclus causes dog paralysis. 
Of course, the treatment for that is not antibiotics. There is rhipicephalus sanguineus and also 
the kangaroo tick that can cause problems. But on the issue of giving antibiotics for a short 
period of time, doctors are entitled to treat as they see fit, and for acute conditions and if they 
are concerned that this might be Lyme disease. Particularly for people who come from 
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overseas, our laboratories do regularly pick them up with serological tests and can help make 
that diagnosis. So it would make sense to take a blood test, particularly for someone from 
overseas. They could do the test to help with the diagnosis. If they believe someone has had a 
bite from which there could be a bacterial infection then there is no reason people cannot do 
that. The issue, as we were discussing this morning, is the large number of people with 
chronic conditions and the variety of symptoms and how they are best managed and what 
might be the cause of their illness. But in the acute setting it is not unreasonable to be doing 
that. 

Senator MADIGAN:  It is seared into my memory when I visited people who are 
suffering, like Amy O’Sullivan in Melbourne, and Alex Fenech, and Lisa Gumieniuk in 
Sydney. All of this is enhancing their problems. They are suffering as are hundreds of other 
Australians, possibly thousands, that do not know about what is going on. You say they can 
go to a doctor; you say they can be treated, but the fact is that they are not getting treated. 
There are very few doctors who are willing to treat them. They have been to more doctors 
than they care to count, and here we are, from October last year to February this year, and 
there are still no answers for these people. There are less doctors who are treating them. What 
do you say to these people? When are they going to get some answers? Because currently the 
number of doctors who are prepared to treat them are being knocked off, with conditions 
placed on them, and they are unable to treat these people. 

Prof. Baggoley:  We had this discussion this morning, and I have been able— 
Senator MADIGAN:  But you did not answer the question. These people are sitting at 

home tonight and they are suffering. 
Prof. Baggoley:  They are and they need medical help, and— 
Senator MADIGAN:  Well, they are not getting it. You tell me they can get it—well, 

point me to where they can get it. 
Prof. Baggoley:  They can get it. They can go to doctors who can make an assessment and 

treat as they see fit, which is what they are doing. They are having problems, because there is 
one doctor for whom you are concerned, who has restrictions placed on his practice— 

Senator MADIGAN:  No—seven doctors have been knocked out across the country. 
Prof. Baggoley:  Sorry, Senator—not all seven have restrictions. Some have been 

reviewed by the Medical Board but they do not have restrictions, and I think you and I both 
know who they are. The doctor in Melbourne is undergoing an appeal process. The way with 
this is not to be throwing accusations, one group at the other. The only way that this is going 
to be sorted out is if people come together. Just as there are doctors who feel that they are 
unable to treat the patients and have a concern that the Medical Board is after them—and that 
is an accusation that you have made to them—there are other doctors who, because of the 
controversy about this, just do not want to have anything to do with this group of patients. 
This is only going to be solved when the medical profession works together to sort this out, 
which is what we have been trying to do for the last three years. That is why we had the 
clinical advisory group on Lyme disease, which I put together. Senator, you cannot insist on a 
doctor adopting a certain line of treatment if they do not believe that is right for the patient. 
That is really important. What we are trying to do—and, as I explained this morning—is to 
have the Department of Health work with the people at Austin Hospital to try to get a 
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multidisciplinary approach for these patients. It is not acceptable that these patients believe 
they have nowhere to go. The treatment that they get must be based on sound clinical 
diagnosis, testing and evidence. That is the only way to take this forward, and people working 
together, not throwing bricks at each other, will make a difference. 

Senator RHIANNON:  I have a question for the National Health and Medical Research 
Council. It is about the three baboons. Could you inform the committee on what has happened 
to the three baboons—I understand they are called Scar, Belvedere and Frazer—who were 
used in experiments at Westmead Hospital. 

Prof. Kelso:  I am sorry that in moving to the table I did not hear all of your question. 
Senator RHIANNON:  I will repeat it: what has been the fate of the three baboons—I 

understand they were called Scar, Belvedere and Frazer—who were used in experiments at 
Westmead Hospital. 

Prof. Kelso:  I am sorry, I do not know the answer to that. The NHMRC is not responsible 
for monitoring the animals in the baboon facility, so we do not have that information. 

Senator RHIANNON:  Once the institution is experimenting on the animals, it is no 
longer under your responsibility? 

Prof. Kelso:  At no point are the animals themselves under our care or responsibility. 
Senator RHIANNON:  Thank you. 
Senator LEYONHJELM:  I would like to ask some questions in relation to the plain 

packaging tracking survey. I am referring to the plain packaging tracking survey which the 
department had the Cancer Council of Victoria undertake. Was there a competitive tender for 
that survey? 

Dr Studdert:  We will have to take that question on notice. 
Senator LEYONHJELM:  The chief of the program, I understand, was Professor Melanie 

Wakefield. Is that correct? 
Dr Studdert:  Yes, Senator. 
Senator LEYONHJELM:  Was Professor Wakefield a prior advocate of plain packaging? 
Dr Studdert:  Professor Wakefield has been involved in a wide range of tobacco related 

research over many years. I do not think it would be fair to say that she is an advocate. I think 
she is a researcher who has done a broad range of research in a range of areas related to 
tobacco control. 

Senator LEYONHJELM:  I am aware she has done a lot of research in this area, but my 
question is: has she been a prior advocate of plain packaging? 

Dr Studdert:  As I said, I do not think we would categorise her as an advocate. She has 
been a researcher for many years in a range of fields related to tobacco control. 

Senator LEYONHJELM:  So you are saying no, she is not an advocate, yes, she is, or 
you do not know? 

Dr Studdert:  Those are not the terms of our engagement with her over many years in 
relation to tobacco research. 

Senator LEYONHJELM:  Yes, I know, but you have done a lot of work with her and she 
has done a lot of work with you. Are you saying you do not know what her views are? 
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Mr Bowles:  I think that what was said is that she has worked in the field of tobacco 
control for a long period of time. 

Senator LEYONHJELM:  I heard that, Mr Bowles. I am still interested in the answer: do 
you believe she has been an advocate of plain packaging? 

Dr Studdert:  I think she has been an advocate for supporting the evidence base for good 
policy measures. Yes, I think many— 

Senator LEYONHJELM:  Would she consider good policy to be plain packaging? 
Dr Studdert:  I would say yes, because she has done a lot of research in this area and 

knows the evidence base that supports that policy. 
Mr Bowles:  That said, it is probably a question best asked of her. 
Senator LEYONHJELM:  Yes. It is inconceivable given the longstanding relationship 

between the department and Professor Wakefield that you do not know what her views are. 
Mr Bowles:  No-one said the views were not known. She is a long-term researcher in 

tobacco control, so there will be elements of plain packaging, as there will be other elements 
of tobacco control. I just make the point that we cannot really talk on her behalf about some 
of her beliefs and all those sorts of issues. 

Senator LEYONHJELM:  Nor was I ask you to speak on her behalf; I was asking you 
what your understanding of her views are. I think Dr Studdert has answered that. Did the 
contract for this study require only the generation of survey data or did it also require 
reporting on the data? 

Dr Studdert:  It required the data and the analysis and reporting. 
Senator LEYONHJELM:  Was the value of the contract $3 million? 
Dr Studdert:  I do not think we have that detail with us today. We can certainly take that 

on notice. 
Senator LEYONHJELM:  You can take that on notice. Are you able to provide the 

contract? 
Dr Studdert:  I would have to get advice on that. 
Senator LEYONHJELM:  Put that on notice as well, if you can, to please provide it. 

Your department's website says that the key findings of the survey were that the objectives of 
tobacco plain packaging were achieved. Given that is a departmental website—we are not 
referring to Professor Wakefield's here—can you tell me: was there a key finding from the 
survey that plain packaging improved public health? 

Dr Studdert:  I will ask my colleague Jackie Davis to answer that. It goes to the 
mechanisms that the policy measure was established for and the evidence that we have to 
support the view that those are working. 

Ms Davis:  The language on the website reflects the broad findings in the BMJ articles 
published on 19 March last year. They were referencing the proximal objectives as they are 
referred to in those articles. I think the department ordinarily now refers to them as the 
mechanisms, which are found in section 3(2) of the Tobacco Plain Packaging Act under the 
objects of the act. 
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Senator LEYONHJELM:  Yes, that is why I am asking the questions. Was there a key 
finding that plain packaging improved public health? That is one of the objectives. 

Ms Davis:  The tracking survey and the BMJ articles that relate to the tracking survey were 
not designed to measure prevalence and cannot measure prevalence. 

Senator LEYONHJELM:  So it did not measure whether there was increased giving up 
of smoking? 

Ms Davis:  As I said, the design of the tracking survey and the articles in the BMJ that 
discuss it largely related to the section 3(2) mechanisms—so reducing the appeal of the 
packet, increasing the effectiveness of graphic health warnings and minimising the pack's 
ability to mislead. In the long term, those three mechanisms work to reduce prevalence. 

Senator LEYONHJELM:  How do you know? The post-implementation review is 
intended to determine whether the objectives of the legislation are being achieved. 

Ms Davis:  That is correct, and the post-implementation review looks at evidence that goes 
to both section 3(1), which is the broader public health objectives that you are speaking of—
the longer term ones—and also the mechanisms by which those objectives are intended to be 
achieved, which are the proximal objectives. 

Senator LEYONHJELM:  The objects of the act are to improve public health, so if we 
cannot tell from the survey that the introduction of plain packaging improved public health 
then we have not established whether the act is doing what it is intended to do. 

Dr Studdert:  I think we have to recognise that there are other surveys that are on track at 
any point in time that look at the prevalence issue. The tracking survey was to track those 
proximal indicators in the short to medium term, because we knew it would take some time, 
as a long-term public health measure, to be able to see those prevalence changes that were, as 
my colleague said, the primary objective of the legislation. 

Senator LEYONHJELM:  All right. The most basic of these objectives is an objective to 
reduce the taking up of smoking, relapsing into smoking or exposure to smoke. Did the 
survey establish any of those? 

Ms Davis:  I think we have answered the question. The survey is not designed to look at 
the long-term objectives of plain packaging. It is a cross-sectional survey that is most suited to 
looking at the proximal objectives, which are the three mechanisms. Public health studies 
cannot all achieve every public health objective. This particular study was most suited to 
measuring the proximal objectives, which are the three mechanisms. There are other research 
studies that look at the longer term objectives, such as longitudinal studies, or we have the— 

Dr Studdert:  The National Drug Strategy Household Survey, the survey of children and 
young people— 

Senator LEYONHJELM:  Yes, except that your website says: 
Key findings:  
Reduced appeal of packs, increased health warning effectiveness— 
which is what you have mentioned— 
some improvement in correcting misperceptions of harms; the objectives of tobacco plain packaging 
were achieved and sustained among adult smokers up to 12 months after implementation … 
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The objectives of plain packaging legislation were to improve public health by discouraging 
people from taking up smoking, encouraging people to give up smoking, discouraging people 
who have given up smoking from relapsing, and reducing people's exposure to smoke. It did 
not answer any of those questions. 

Dr Studdert:  I think we have clarified that there were primary objectives and secondary 
objectives. The evidence that you have just mentioned goes to supporting those secondary 
objectives, and we are looking to the longer term tracking surveys to give us the evidence 
around the primary objectives, and that is starting to become available already. 

Senator LEYONHJELM:  Did your department see the journal articles that you are 
referring to that were reported in the British journal Tobacco Control prior to peer review or 
prior to publication? 

Dr Studdert:  I believe we would have had reports, but I do not think we saw the articles. 
Ms Davis:  We did, but we did not comment on them. 
Senator LEYONHJELM:  One of the articles cited by the department is a report on 

survey data entitled 'Short-term changes in quitting-related cognitions and behaviours after 
the implementation of plain packaging with larger health warnings', by Sarah Durkin and 
others. Even though the article does not seek to report on the rate of giving up smoking, 
Professor Sinclair Davidson of RMIT argues on the Catallaxy Files website that table 1 of the 
article indicates that the rate of giving up smoking fell in the first year of plain packaging. Are 
you familiar with that article? Can you confirm that this conclusion can be drawn from table 1 
of the article? 

Ms Davis:  I am familiar generally with the article, but I would need to have a look at that 
table. 

Senator LEYONHJELM:  I will give you some more questions. If you wish to take them 
on notice, that is fine. Can you confirm that this conclusion can be drawn from table 1 of the 
article—in other words, that the rate of giving up smoking fell in the first year of plain 
packaging, based on that article? Does the survey data indicate a fall in the rate of giving up 
smoking? That is a similar question. There is another related question. Professor Davidson 
has sought this survey data so that he can independently analyse it. Have you provided that to 
him? 

Ms Davis:  The survey data from the tracking survey is available on request. We have had 
a number of requests for the survey data. All the requests have been answered by providing 
the underlying data, so, if he has requested it, then, as far as I am aware, it would have been 
provided. But we can take that on notice. 

Dr Studdert:  Can I just say that one year is a very short time in the long-term tracking of 
any measure related to the use of tobacco, so I think we would be cautiously interpreting that. 

Senator LEYONHJELM:  I think 'caution' is the appropriate word. It is a short period of 
time, I quite agree, except that some amazing conclusions are being drawn from what seems 
to be a very flimsy statistical base. Speaking of short terms and flimsy statistics, today I 
received a reply to a question on notice from Treasury which advised that in period of the 12 
months ended November 2013 and the 12 months ended 30 November 2012 there was a 0.8 
per cent decline in tobacco clearances, excluding tobacco refund scheme refunds. This is 0.8 
per cent in the period of 12 months immediately before plain packaging and 12 months 
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immediately post plain packaging. Your website refers to this as 3.4 per cent. There is an 
extra month included in your calculation of 2012 and an extra month in your calculation of 
2013, the difference being that plain packaging started in that extra month in 2012 and, in 
2013, there was an excise increase. So, comparing like with like, and Treasury has confirmed 
this, the accurate figure of pre and post tobacco clearances was a reduction of 0.8 per cent. 
Have you looked at that? Are you aware of that calculation? I understand Treasury consulted 
you in preparing that answer for us. 

Ms Davis:  Yes. The information on our website, which is quite old now, was in direct 
response to an article that appeared in The Australian some time ago which quoted a 
particular figure for the 2012 calendar year. We, at the time, engaged with Treasury and they 
provided the 3.4 per cent figure as the calendar year response. So that information is directly 
referable and responsive to an article that was in The Australian some time ago. But the 
information can vary, depending on what point in time you choose. For example, October was 
the date when plain packaging was commenced, and it only became fully effective in 
December 2012. 

Senator LEYONHJELM:  Do you intend to modify your website to say that, comparing 
like with like, the reduction was 0.8 per cent? It gives the impression that it had an immediate, 
substantial impact on clearance rates. 

Ms Davis:  We have no intention of suggesting that clearance rates are a direct measure of 
tobacco plain packaging effects. In fact, they are not designed to measure the effects of plain 
packaging or, indeed, any particular tobacco control measure. They are one indication 
amongst many of whether plain packaging is working, including the ABS household 
expenditure data, which has, between September 2012 and September 2013, dropped by a 
total of 20 per cent. The prevalence data suggests that prevalence has had the most substantial 
drop in 20 years since plain packaging, together with the behavioural studies that you 
mentioned earlier in the BMJ. We look at the totality of the evidence, but certainly with the 
clearance data we would say that since 2012 there has been an 11 per cent drop in total. It is 
consistent with plain packaging working, but we do not hold out the clearance data as a 
measure of plain packaging working or, indeed, any other tobacco control measure. It is not 
designed to measure tobacco control. 

Senator LEYONHJELM:  Okay. The National Drug Strategy Household Survey is 
perhaps, I would have thought, the best indicator of smoking levels because, as you say, it is 
not based just on clearances. Clearance is just one measure. You would expect it to be reliable 
because it captures not only the legal tobacco market but also the illegal tobacco market. 
Whatever people think, if they are smoking tobacco, it should capture it. We have looked at 
the figures since 1991 and there is an almost straight line decline in smoking from 1991 to the 
period when the most recent data is available, which is 2013. There is absolutely no 
substantial blips that I can attribute to any particular policy over that period. Do you have any 
evidence to contradict that? 

Ms Davis:  Yes, we do. I accept that your modelling may show a straight line, but our 
modelling suggests that it is a beyond trend drop, especially since plain packaging. As I said, 
since 2012 it has been the most substantial drop in 20 years. We do not say that is entirely 
attributable to plain packaging, but it is a beyond trend drop. The other notable thing to take 
account of, particularly in relation to tobacco control measures, is addiction. You cannot just 
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draw a straight line without interventions assumed that there will be continuing declines 
because of the addictive nature of tobacco. In the absence of interventions, there is a lot of 
evidence globally to suggest that prevalence will actually rise rather than continue to drop. 

Senator LEYONHJELM:  The Chair is winding me up. I would like you to provide that 
information on notice, if you could please. 

Ms Davis:  We can certainly provide that. 
Senator LEYONHJELM:  What I am looking for on notice is what contradicts my 

graphing of the household drug survey showing a straight line decline since 1991. 
Senator LUDLAM:  I will try to do this justice in seven minutes. We have still got the 

NHMRC here—I have some follow-up questions on ME/CFS to those that I put to you last 
October. it is myalgic encephalomyelitis, or chronic fatigue syndrome. Some of the material 
that you provided us with—and some came in a bit later on notice. Thank you for that. I asked 
you about the research investment in ME/CFS since the year 2000. You provided information 
that said it totalled around $2.4 million. With a bit of assistance I have gone through the 
research you identified and about two-thirds of the funding appears to be going into research 
that, however worthy it may be, actually has nothing at all to do with ME/CFS. Can you either 
correct the record or point out how this research is actually directly relevant to the questions 
that I asked? 

Prof. Kelso:  Our latest analysis, which is also going right down into the detail of the 
grants, identifies four grants which, as far as I understand, really do directly investigate or are 
related to ME/CFS. One was a grant for 2001 to 2005 to Professor Ian Hickie. Another was a 
grant for 2003 to 2004 to Helen Kelsall, not Kelso. There were two grants to Professor 
Andrew Lloyd for 2008 to 2017. These are fellowships, and he has had a longstanding interest 
in ME/CFS and related syndromes, particularly their relationship to glandular fever and 
illnesses like that. My understanding of the analysis of those four grants—which come to less 
than $2.4 million; they come to $1.6 million—is that they are all directly related to ME/CFS. 

Senator LUDLAM:  So, it is a bit less than we thought last time; it is four grants in 16 
years— 

Prof. Kelso:  That is correct. 
Senator LUDLAM:  that are directly relevant. Just for backup: looking over a paper from 

the Griffith University National Centre for Neuroimmunology and Emerging Diseases 
provided us with some figures that they estimate that between 0.2 per cent and two per cent of 
the Australian population have the illness. The first thing I found remarkable about that is that 
there is an order of magnitude in the estimate so that we do not know whether it is 460,000 or 
46,000 people, which I found remarkable, but that there has been only that remarkably small 
amount of funding since the year 2000. Do you know either off the top of your head or from 
information that you have there at the table whether any of those four research papers were 
recommending or investigating either cognitive behavioural therapy or graded exercise 
therapy? Or were they unrelated to that? 

Prof. Kelso:  I do not have enough information today to answer those directly. I think we 
can provide that. 

Senator LUDLAM:  Perhaps I could put these on notice, given how late it is and how 
close we are to close of play. You also identified that there is no federal funding outside of the 
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NHMRC grants you identified. Actually, I think this came through the secretary rather than 
from you. I am just wondering: with the other things we have identified, there is no accredited 
training listed on RACGP that we have been able to find; there is no other dedicated training 
funded for nurses or allied health staff that we have been aware of. Have you been able to 
identify anything since last October where anything up to 460,000 people appear to be going 
without any material support at all? Have you been able to find anything in the system? 

Mr Bowles:  I have not been able to find anything, but I would need to take it on notice to 
determine whether anyone else has been able to— 

Senator LUDLAM:  Well, you did last time, so I presume it would be— 
Mr Bowles:  Yes, and there was nothing there—nothing at that point. 
Senator LUDLAM:  So, what do we need to do to fix this? I have not come across, as I 

said last time—it is a little bit similar to some of the conditions that Senator Madigan is 
pursuing. A huge cohort of people, and there is not even accurate diagnosis to within an order 
of magnitude to identify the number of people. Some early research work that I saw identified 
that up to 46 per cent of these individuals are housebound and six per cent are bedbound. 
When are we going to start seeing some action? For example, one of the previous witnesses 
was speaking of a clinical advisory group into Lyme disease. What would it take—maybe 
through you, if you like, Senator Nash—to get a clinical advisory group established for 
ME/CFS sufferers? What is the process? I am looking for any suggestions, bright ideas, from 
anybody at the table or in the room, because there is nothing going on. 

Senator Nash:  I am happy to take that on notice for you. 
Senator LUDLAM:  Yes, if you could. What would a clinical advisory group do in the 

context of what I think Senator Madigan was advised on Lyme disease? What do such entities 
do? 

Mr Bowles:  We will take on notice the concept that you are putting around that and get 
some advice to you on notice. 

Senator LUDLAM:  Thanks. I am also pretty open to counterproposals. The last time we 
spoke about advocacy funding, and you did not completely close the door on it, which was 
good. I am wondering whether the government would consider funding a group like Emerge 
Australia to continue their work on improving the quality of life? 

Mr Bowles:  We will take that on notice as well. 
Senator LUDLAM:  No, but you did last time. 
Mr Bowles:  And what did we say last time? I cannot remember. 
Senator LUDLAM:  I do not think I actually got an answer back. You acknowledged that 

the door was not completely— 
Mr Bowles:  We answered all our questions, so if that is a specific question— 
Senator LUDLAM:  Maybe I was not quite as blunt. 
Senator Nash:  We will revisit that, Senator. 
Senator LUDLAM:  Would the Commonwealth government be able to find it in its 

heart— 
Mr Bowles:  Be blunt this time and we will answer you. 
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Senator LUDLAM:  and we will see you in May—to fund Emerge Australia? They do 
remarkable work. I have drawn on them pretty heavily, even in the preparation of the research 
for tonight. Up to 400,000 people, and they are getting by with basically bugger all—a little 
bit of funding from the Victorian government, which I acknowledge,  and that has been 
valuable. There has been nothing at the Commonwealth level. What do we need to do to 
jump-start some support for these people? I am really open to proposals. 

Mr Bowles:  As I said, we will take it on notice. 
Prof. Kelso:  Perhaps I could tell you something that I think is very encouraging: the 

Director of the National Institutes of Health in the US announced in October a call for 
research in the US on ME/CFS. When I was at a meeting in London with him in December he 
mentioned the fact that this is a very important syndrome that has been poorly recognised and 
is clearly not understood, and he thought it was time for there to be a significant effort to 
understand it. I thought that was really excellent news, because we know that the NIH has a 
budget of more than $30 billion a year for health and medical research, and they have the 
capability to attract interest to the disease. I think that is going to be a very important stimulus 
to the field, potentially also in Australia, so of course we hope for great things to come from 
that research. 

Senator LUDLAM:  Can we step up the research effort at this end? I want to acknowledge 
the leading research that goes on at Griffith. It is not that it is a complete wasteland, but there 
is actually nothing there for patients and for sufferers. The research is good. It is isolated. So, 
I am just wondering whether you are able to provide us—we talked last time we were here 
about the possibility of funding some of the more big-picture research. Or you are even 
proposing to do surveys; I forget the exact process. Do you have any update in that area? 

CHAIR:  It will have to be very brief. 
Prof. Kelso:  The process we are looking at is establishing a clear mechanism for 

determining priorities for targeted funding for particular topics, and ME/CFS could be one of 
the topics that could be considered for that. I think this will be a new approach on our part as 
to how we deal with these issues that come up where we are not getting investigator initiated 
applications. 

Senator LUDLAM:  How will the public know about when that process starts? 
Prof. Kelso:  Once this whole process has been developed and has gone through our 

approval processes—because it is a new mechanism—then we will have, through our website, 
some form of opportunity to respond. And of course we get many letters about particular 
issues, and they will feed into our consideration of priorities for targeted funding. 

CHAIR:  Just before we close, I have been advised by other senators that it is likely that 
they will be requesting an additional day to cover areas we did not get to cover, particularly 
acute care, sport and FSANZ. So there will no doubt be some correspondence in due course, 
once the committee has formally met and resolved such. With that, thank you, Minister, and 
Mr Bowles and all your officials. We apologise to those we did not get to, but thank you very 
much for being available. 

Committee adjourned at 23:02 
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