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SENATE FINANCE AND PUBLIC ADMINISTRATION
LEGISLATION COMMITTEE
Tuesday, 19 October 2010

Members: Senator Polley (Chair), Senator Bernardi (Deputy Chair) and Senators Faulkner,
Kroger, Siewert and Stephens

Participating members: Senators Abetz, Adams, Back, Barnett, Bilyk, Birmingham, Mark
Bishop, Boswell, Boyce, Brandis, Bob Brown, Carol Brown, Bushby, Cameron, Cash, Col-
beck, Coonan, Cormann, Crossin, Eggleston, Ferguson, Fierravanti-Wells, Fielding, Fifield,
Fisher, Forshaw, Furner, Hanson-Young, Heffernan, Humphries, Hurley, Hutchins, Johnston,
Joyce, Ludlam, Macdonald, McEwen, McGauran, Marshall, Mason, Milne, Minchin, Moore,
Nash, O'Brien, Parry, Payne, Pratt, Ronaldson, Ryan, Scullion, Sterle, Troeth, Trood, Wil-
liams, Wortley and X enophon

Senatorsin attendance: Senators Abetz, Adams, Back, Bernardi, Boswell, Cormann, Faulk-
ner, Fierravanti-Wells, Fifield, Forshaw, Heffernan Humphries, Hurley, Kroger, Macdonald,
McGauran, Marshall, Moore, Parry, Ryan and Siewert

Committee met at 9.04 am
PRIME MINISTER AND CABINET PORTFOLIO
Consideration resumed from 18 October 2010.
In Attendance

Senator Arbib, Minister for Sport, Minister for Indigenous Employment and Economic
Development, Minister for Social Housing and Homel essness

Senator Sherry, Minister Assisting on Deregulation, Minister for Small Business, Minister
Assisting the Minister for Tourism

Department of the Prime Minister and Cabinet
Outcome 1
Overview
Mr Duncan Lewis, National Security Adviser
Dr Wendy Southern, Deputy Secretary (Governance)
Dr Gordon de Brouwer, Associate Secretary (Domestic Policy)
1.1 Domestic policy
Dr Gordon de Brouwer, Associate Secretary (Domestic Policy)
Ms Rebecca Craoss, Deputy Secretary (Social Policy)
Dr Paul Schreier, First Assistant Secretary, Industry, Infrastructure and Environment Divi-
sion
Mr Paul Ronalds, First Assistant Secretary, Office of Work and Family
Mr Dominic English, First Assistant Secretary, Economic Division
MsYad Cass, First Assistant Secretary, Social Policy Division
Mr Andrew Jaggers, First Assistant Secretary, Office of the Coordinator-General
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1.2 National security and international policy
Mr Duncan Lewis, National Security Adviser
Dr Margot McCarthy, Deputy National Security Adviser
Ms Rachel Noble, National Security Chief |nformation Officer
Mr Michael Shoebridge, First Assistant Secretary, Defence, I ntelligence and Research Co-
ordination Division
Mr Patrick Suckling, First Assistant Secretary, International Division
Mr Tony Sheehan, First Assistant Secretary, Homeland and Border Security Division
Ms Sachi Wimmer, Assistant Secretary, Border Protection and Law Enforcement Branch
1.3 Srategic policy and implementation
Mr Ben Rimmer, Deputy Secretary (SPIG)
Dr Subho Banerjee, First Assistant Secretary, Strategy and Delivery Division
Mr Kim Terrell, Assistant Secretary, Cabinet |mplementation Unit
1.4 Support services for gover nment oper ations
Dr Wendy Southern, Deputy Secretary (Governance)
Ms Helen Liossis, First Assistant Secretary, Corporate Services Division
Mr Barry Sterland, First Assistant Secretary, Cabinet Division
Mr Alex Anderson, Assistant Secretary, Legal Policy Branch
Ms Joan Sheedy, Assistant Secretary, Privacy and FOI Palicy Branch
Mr Gerard Martin, Assistant Secretary, Parliamentary and Government Branch
Ms Kym Partington, Chief Financial Officer, Corporate Services Division
Mr Terry Crane, Assistant Secretary, CHOGM Taskforce
2.1 Official and ceremonial support
Dr Wendy Southern, Deputy Secretary (Governance)
Mr John Cairns, First Assistant Secretary, Ministerial Support Unit
Mr Frank Leverett, Assistant Secretary, Ceremonial and Hospitality Branch
Outcome 2
Officefor the Arts
Mr Richard Eccles, Deputy Secretary, Arts and Sport Group
Ms Sally Basser, First Assistant Secretary, Culture Division
MsLynn Bean, First Assistant Secretary, Arts Division
Mr Stephen Cassidy, Acting Assistant Secretary, |ndigenous Culture Branch
Ms KimAllen, Assistant Secretary, Collections Branch
Ms Cdlia Street, Acting Assistant Secretary, Film, Literature and Creative industries Branch
Mr Paul Mclnnes, Assistant Secretary, Arts Policy and Access Branch
Mr Mark Taylor, Assistant Secretary, Arts Development and Training Branch
National Gallery of Australia
Mr Alan Froud, Deputy Director
Screen Australia
Dr Ruth Harley, Chief Executive Officer
Ms Fiona Cameron, Executive Director Strategy and Operations
Mr Ross Matthews, Head of Production Investment
Mr lan Clark, Transitional Chief Finance Officer
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National Film and Sound Archive
Mr Steve Vogt, Acting Chief Executive Officer
Mr David Boden, Acting General Manager, Collection Development and Outreach
Mr Noel Florian, Finance and Infrastructure Branch
National Library
Dr Warwick Cathro, Director-General
Mr Gerry Linehan, Assistant Director-General, Corporate Services
National M useum of Australia
Mr Andrew Sayers, Director
Ms Louise Douglas, Assistant Director Audience, Programs and Partnerships
Mr Mat Trinca, Assistant Director Collections, Content and Exhibitions
Ms LisaWilmot, Director Employee Relations and People Devel opment
Ms Kylie Noonan, Chief Finance Officer
Outcome 3
Office for Sport
Mr Richard Eccles, Deputy Secretary, Arts and Sport Group
Mr Bill Rowe, General Manager
Ms Natasha Cole, Assistant Secretary, Sport Branch
Mr Jaye Smith, Acting Assistant Secretary, FIFA Task Force
Australian Sports Commission
Mr Matt Miller, Chief Executive Officer, Australian Sports Commission
Prof Peter Fricker, Director, Australian I nstitute of Sport
Ms Judy Flanagan, Director, Assisting the CEO
Ms Christine Magner, Director, Corporate Services
Ms Nadine Cohen, Acting Director, Sports Devel opment
Mr Steve Jones, Director, Commercial and Facilities
Ms Wenda Donaldson, Acting Director, Community Sport
Australian SportsAnti-Doping Authority
Ms Aurora Andruska, Chief Executive Officer, Australian Sports Anti-Doping Authority
Mr Trevor Burgess, Chief Operating Officer, Australian Sports Anti-Doping Authority
Ms Geetha Nair, General Manager, Anti-Doping Programs and Legal Services
Mr Chris Owens, Director, Marketing and Communications
Office of the Official Secretary to the Gover nor-General
Outcome 1—Program 1
Mr Stephen Brady, Official Secretary to the Governor-General
Mr Mark Fraser, Deputy Official Secretary to the Governor-General
Ms Sharon Prendergast, Director, Australian Honours and Awards Branch
Mr Stephen Murtagh, Director, Corporate Services Branch
Australian National Audit Office
Mr lan McPhee, Auditor General
Mr Steve Chapman, Deputy Auditor General
Ms Anya Moore, Executive Director Corporate Management Branch
Mr Anthony Howatson, Chief Finance Officer
Mr Matt Cahill, Group Executive Director Performance Audit Services Group
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Ms Fran Holbert, Executive Director Performance Audit Services Group

Ms Barbara Cass, Executive Director Performance Audit Services Group

Mr Peter McVay, Executive Director Performance Audit Services Group

Mr Grant Caine, Senior Director Performance Audit Services Group

Mr Brian Boyd, Executive Director Performance Audit Services Group

Mr Michael White, Executive Director Performance Audit Services Group

Mr Tom Clarke, Executive Director Performance Audit Services Group

Mr Stuart Turnbull, Executive Director Performance Audit Services Group
Australian Public Service Commission

Mr Steve Sedgwick, Public Service Commissioner

Ms Carmel McGregor, Deputy Public Service Commissioner

MsAnnwyn Godwin, Merit Protection Commissioner

Ms Helen Bull, General Manager, Workplace Relations Workforce Classification

Mr Patrick Palmer, Group Manager, Corporate

Ms Clare Page, Group Manager, APSC Products and Services

Mr David Schmidtchen, Group Manager, APS Workforce

Mr Patrick Sedgley, Group Manager, APS Workforce Classification

Dr Andrew Taylor, Group Manager, Workplace Relations

Dr Jane Gunn, Group Manager, APS Learning and Devel opment

Mr Damian West, Group Manager, Client Engagement

Ms Karin Fisher, Group Manager, Ethics

Ms Sherryn Bellis, Group Manager, Workforce Participation

CHAIR (Senator For shaw)—Good morning everyone—Minister, Mr Eccles and other
officers. | declare open today’s meeting of the Senate Finance and Public Administration
Legislation Committee. | will not read all of the statement that | made at the beginning of
yesterday's hearing. | report that we are examining the particulars of proposed expenditure
and related documents for 2010-11 for the parliamentary departments and portfolios of Prime
Minister and Cabinet and Finance and Deregulation and annual reports of the departments and
agencies. The committee has fixed Friday, 3 December as the date by which answersto
guestions on notice are to be returned. | remind senators that they have until the adjournment
of the hearings today, 19 Octaber, to lodge any written questions on notice with the
secretariat. We are going to commence this morning by continuing our examination of the
Prime Minister and Cabinet portfolio then proceed to the Department of Regional Australia,
Regional Development and Local Government and the Finance and Deregulation portfolio.

| also remind senators again that if you are intending to quote from and table a document, it
would be appreciated if you could provide multiple copies of the document so that it can be
quickly distributed to the witnesses and other senators. | also again draw the attention of
witnesses to the order of the Senate of 13 May 2009 specifying the process by which aclaim
of public interest immunity should be raised. | now welcome again the Minister for Sport,
Senator Mark Arbib, Mr Richard Eccles and other officers. Do you have an opening
statement, Minister or Mr Eccles?

Senator Arbib—No.
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CHAIR—If not, we will commence with questions for the Australia Council. Who wants
to lead off?

[9.06 am]
Australia Council

Senator HUM PHRIES—I want to start with some general questions on arts funding at
this point. | note that at the recent el ection the government committed to contributing a new
$10 million to the Australia Council to support new and emerging artists. That was over five
years. Will that promise be commenced from the 2011-12 budget?

MsBean—That is our understanding, and that is what was in the election costings.
However, the appropriation of that money needs to be considered in the budget process.

Senator HUM PHRIES—Indeed they do. | would have to say that, as far as policy
announcements go, $2 million a year is a pretty modest total contribution towards enhancing
the artsin Australia. | want to ask how the efficiency dividend will impact on that promise. As
| understand it, the government at one point announced it was going to reduce the efficiency
dividend from 1.25 per cent to one per cent. | understand that is no longer the policy of the
government. Isthat correct?

MsBean—As| understand it, yes.

Senator HUM PHRIES—So a 14 per cent efficiency dividend will apply to spending on
agenciesin this portfolio, including the Australia Council ?

M s Bean—At the present time, the Australia Council’s entire appropriation is subject to
the efficiency dividend, yes.

Senator HUM PHRIES—Over a one-year period, what would that entail interms of a
reduction in the all ocation to the Australia Council?

M s Bean—Sorry, | should add that there is supplementation for one component of the
efficiency dividend for the council, which is the major performing arts funding.

Senator HUM PHRIES—Could you repeat that, please, Ms Bean?

M s Bean—Sorry. There is supplementation for part of the efficiency dividend. So the
efficiency dividend applies to the entire appropriation. But with one part of it—the money that
istargeted for the mgjor performing arts company—the council is supplemented for the
money that would be lost through the efficiency dividend. So that is maintained. Yes, it is that
ultimately the efficiency dividend does not apply to that component. It is around 57 per cent
or 58 per cent of their appropriation. | do not have the exact number of how much they are
scheduled to pay in the efficiency dividend or what it would amount to. | would have to take
that on notice.

Senator HUM PHRIES—What is the budget allocation for the Australia Council for this
year?
Mr Eccles—While Ms Beanislooking for thefigure, it is around $196 million.

Senator HUM PHRIES—Well, $196 million approximately. You say 57 per cent of that
figure is quarantined?
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Mr Eccles—About 58 per cent of that goes to the major performing arts.

Senator HUM PHRIES—And that component is not subject to the efficiency dividend?
Thereisan offset for it?

Mr Eccles—Thereisafiscal treatment to ensure that the efficiency dividend has no
impact. So, for all intents and purposes, that isright.

Senator MOORE—I want to ask a question on that. Does that appear as a separate
allocation, then?

Mr Eccles—No.
Senator MOORE—It does not. So how does it appear in the budget?
MsBean—They just get a one-line appropriation.

Senator MOORE—Just a one-line appropriation. And there is an asterisk to explain that
model ?

M s Bean—I do not think so.
Senator MOORE—Sorry, Senator Humphries. | just wanted to see how it worked.

Senator HUM PHRIES—Sure. | have been doing very rough maths. If alittle under half
of that $200 million approximately is subject to the efficiency dividend, that isa cut, in effect,
of about $1 million?

Mr Eccles—With 58 per cent, it would be quite a bit less than the $100 million.

Senator HUM PHRIES—Yes. But the efficiency dividend is 1¥ per cent. It is
approximately $1 million, isit not?

Mr Eccles—Sorry, Senator. Yes. | think that is probably about right. Forgiving the on-the-
run maths, it is the ballpark.

Senator HUM PHRIES—What it meansiis that the promise of a $2 million increase to
support activities of the Australia Council is actually only half of that. That istrue, isit not? If
you are spending $2 million extra on Australia Council activities and you are taking $1
million away, you are left with only a $1 million per annum increase in real terms, are you
not?

Mr Eccles—Yes. The purpose of the efficiency dividend isto promote more efficient
practices. But the mathsis right.

Senator HUM PHRIES—But the Australia Council is essentially a funding body. M ost of
what it receivesit gives out in grants, doesit not?

Mr Eccles—Yes.

Senator HUMPHRIES—There is only so much efficiency you can make in the
administrative arm to reach that target. There is no doubt, isthere, that the efficiency dividend
cut will affect the amounts going to arts organisations and individuals?

Mr Eccles—Yes.
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Senator HUM PHRIES—Yes. Wdll, you might like to take on notice a question about the
extent it does that. Can you tell me whether my maths is wrong? Perhaps there is less of a cut
in store for the arts?

Mr Eccles—Yes. We will get the precise maths.

M s Bean—Certainly to date the council has absorbed the efficiency dividend in their
administration. They have not reduced grants to artists or arts organisations.

Senator HUM PHRIES—Is thisincluding when the efficiency dividend went to 34 per
cent?
MsBean—Thisis certainly in the last three to four years.

Senator HUM PHRIES—So you cannot tell me at this point in time the effect of the
efficiency dividend in this financial year on grants to arts organisations?

Ms Bean—No. | do not have that figure. That is for the council to work out. | understand
that there will be no impact on artists and arts organisations, but | will take it on notice to
confirmiit.

Senator HUMPHRIES—Well, it is already mid-October. The council would have made a
decision about how it will deal with grants for this financial year. It makes grants on a
financial year basis, | take it?

M s Bean—Not always, no. They run a number of grant rounds through the year and across
the different art form boards.

Senator HUMPHRIES—But in terms of grants of funding received in the 2010-11
budget, it would have made decisions on how it will deal with those grants, as in how much
money for the efficiency dividend will come from grants and how much will come from
administration.

Ms Bean—Yes. As| said, Senator, | understand that there will be no reduction in funding
to artists or arts organisations. But because this is an Australia Council matter, not a
departmental matter, | would need to confirm that on natice.

Senator HUM PHRIES—AII right. That would be good. Have you got that figure yet on
what the funding is?

Ms Bean—Yes. The appropriation from government for 2010-11 is $172.264 million, and
the council will receive $9.195 million in other revenue from government.

Senator HUMPHRIES—That is $9.215 million?
MsBean—It is $9.195 million.

Senator HUM PHRIES—So about $180 million or a bit over that. And you will take on
notice telling me what the Australia Council has decided to do with respect to how it deals
with the efficiency dividend?

MsBean—Yes.

Senator HUM PHRIES—Does the Australia Council have to report to government on a
regular basis on how it is dealing with the efficiency dividend?
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M s Bean—No, Senator. The Australia Council is a CAC, a Commonwealth authorities and
companies, body. It has a board and operates independently. As a matter of good governance,
ministers over time have held annual or biannual meetings with the chair of the council and
with the CEO, as with other portfolio agencies, to discuss governance matters. Prior to each of
those meetings, the agency provides a report to the minister. One would expect that an issue
like managing the budget would be part of that report. So it has in the past.

Senator HUMPHRIES—OKay. | am sure you are aware that there was lots of industry
criticism of Labor’s commitments in the recent eection. | note that Geoff Brown from the
Screen Producers Association of Australia said:

| haveto say all sections of the industry have been really disappointed in Labor’s lack of strategic vision
in their platform. They're going into perhaps one of the most critical three years in along time, with the
analog switch-off, the review of Australian content regulations, convergence reviews—and to not get
any policy framework from the ALP going into that is really disappointing.

Can you indicate to me what comfort the industry can take from Labor’s plans at this point in
time to deal with that kind of problem facing theindustry?

Mr Eccles—Can you repeat the problem that the industry referred to—

Senator HUMPHRIES—Wel, have you not had any conversations with the Screen
Producers Association of Australia about their views about the support they are getting from
the government?

Mr Eccles—We have had discussions with a number of stakeholders, Senator.
Senator HUM PHRIES—And what do they say about this?

Senator Arbib—Senator, you are asking our officials to make a comment on a policy
matter, which is outside their roles. There are always groups and stakeholders who are not
happy with policies that government may take into an election or the opposition may take into
an dection. That is part of life. So | think you may want to rephrase the question because
there is no way the officials can answer that.

Senator HUMPHRIES—I entirely agree, Minister. That is why | really was thinking of
you when | was making those statements. What do you say to the industry’s concern about
what they say is a lack of direction from the Labor Party on support for their industry? They
say there is no indication or strategic vision on the part of the government with respect to a
very important part of the arts industry. What comfort can you offer them that that is not the
case?

Senator Arbib—I think | said to you, Senator, that | am not the arts minister. But the
government has a strong commitment to the arts and the sector. You have seen the
maintenance of funding plus new funding going into the sector. At the same time, from the
media reports we have seen over the past months, Minister Crean has been working extremely
closely with stakeholders in terms of their issues. We believe that there is a bright future for
the arts in this country and the Labor Party and the government will work closely with the
sector.

Mr Eccles—Senator, referring to the specific comments that you refer to, it isimportant to
bear in mind that thereis areview of the viability of the independent screen production sector,
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which is underway at the moment and is on track to be delivered by the end of the year. So we
are certainly mindful of the importance of the issues that | think you are hearing.

Senator HUMPHRIES—I think the sector has described that review as a procrastination
tactic, have they not, at some point?

Mr Eccles—I am not aware of those comments.

Senator HUM PHRIES—I see that the minister has indicated a number of thoughts about
where his portfolio should be going, including questioning whether we should continue to
even have an Australia Council. He says:

| think the council has done a good job but | don't know where we go to from here ... I’'m open to
discussions.

Can you tell us where we stand with those discussions at the moment? Has the minister begun
discussions about what should happen to the Australia Council ?

Senator Arbib—I have to say that | am unaware, Senator, but | am happy to check on that
for you and get you some information.

Mr Eccles—Certainly the minister has met with the Australia Council.

Senator HUM PHRIES—WelI, that is good to know. But he has flagged here in his first
interview after becoming arts minister that he is considering replacing the central organ for
funding the arts in Australia, federally at least. | am reading from an article in the Age on 9
October. | quote:

His priority is to produce a cultural policy and to consider the push for a new body to replace the
Australia Council that would be better equipped to deal with the contemporary arts scene.

If that is his view, can you outline to us what the minister’s concern is about the funding
arrangements for the Australia Council at the present time?

Senator Arbib—Just again, Senator, these are policy issues you are raising. | have said to
you that | am happy to seek out that information for you and get you a more detailed answer.

Senator HUMPHRIES—I am just a bit concerned that we have a mgjor change of
direction being flagged by the minister and we do not have any indication from officials at the
table as to what that means. Would | beright in thinking—

Senator Arbib—You are asking about a palicy.

Senator HUM PHRIES—It is one that the minister has announced. He has announced that
heis reconsidering the role of the Australia Council.

Senator Arbib—No. He has not said that. That is not what that article just said. If you said
previoudy heis talking about directions that he may take the arts sector in, then obviously as
anew minister in that area he islooking at his options, | would assume. But | am happy to get
you more information in terms of the article you have raised and the direction he is going to
take arts.

Senator HUMPHRIES—WEeI, | would have thought, being the first minister in living
memory, as far as | can recall, to say that he thinks the Australia Council should be replaced,
that there would be more detail on the table about that.

FINANCE AND PUBLIC ADMINISTRATION



F&PA 10 Senate Tuesday, 19 October 2010

Senator Arbib—Senator, | would like to see the full context of that before agreeing that
that is what he has actually said. But certainly there have been comments on record by
Minister Crean in terms of future directions from the arts. | think it has been well received
from the sector itself. There will be more, | expect, announcements and decisions to come
over the coming 12 months. But | am happy to seek out some information in terms of the
issue you have raised.

Senator HUMPHRIES—OKkay. He says in this article, or at least he is paraphrased as
saying, and | quote:

His priority isto produce a cultural policy ...

So we will just work on that. Is that your understanding of what your task is—to assist the
minister to produce a cultural policy? If so, where do we stand with that policy devel opment
at this point in time?

Mr Eccles—One minute, Senator. It is difficult for us to appreciate what is in an article
that we do not have. But in terms of cultural—

Senator HUM PHRIES—With respect, Mr Eccles, you were not aware of what the Screen
Producers Association thought about the government’s policy direction in this area. You are
not aware of the first interview which the minister did in the media. | do not buy this. Why are
you not aware of the things the minister is announcing in his first public statement about what
this portfaolio should be doing? Surely you are following all of this.

Mr Eccles—Absolutely.

Senator HUM PHRIES—He talks about a new cultural policy. Have you or have you not
asked for a direction from the minister to start working on a cultural policy?

Mr Eccles—We are working with the minister on the devel opment of a national cultural
policy.

Senator HUM PHRIES—Thank you. Can you tell us anything about this process? What
form doesit take? Are there guidelines yet about how this will work? Isthere atimeline et
cetera? Can you give us a bit of information, please?

MsBean—Thisisafairly longstanding process initiated by the previous minister. He
made a speech to the Press Club in October 2009 in which he talked about the national
cultural policy. From that there was then an interactive blog over the summer period at the
beginning of 2010 in which initial comments from the sector were sought, or anyone was
invited to put in submissions or just make comments or engage in an interactive conversation.
That closed, | think, on 1 February or maybe 31 January. Some preliminary analysis of that
was done. The current situation is that we will provide further advice to the minister in the
very near future on the next steps.

Senator HUM PHRIES—Isit expected that there will be some kind of discussion paper,
white paper or green paper?

Mr Eccles—Those details are yet to be sorted, but there will be consultation, absolutdly,
the exact means by which we will work through. But absolutely there will be consultation.

Senator HUM PHRIES—Isthere an ETA for this new cultural policy?
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M s Bean—We would certainly be expecting it to be in this term of the government.

Senator HUM PHRIES—OKkay. Thank you very much. He also says—and, again, |
assume you are aware of thissince it was in the public media—that he is prepared to try to get
the efficiency—

CHAIR—EXxcuse me, Senator Humphries, were you intending at all to table that document
you are gquoting from? | am just thinking that it might be of assistance. It is up to you.

Senator HUM PHRIES—I was not intending to. This appearsin amajor daily national
newspaper. | did not think | needed to table thisto bring it to the attention of the witnesses at
the table.

CHAIR—Yes, that isfine. | am putting the request to you because of other senators who
areasoinvolved in the estimates. It is helpful to know if you are referring to a document and
quoting from it a number of times that we have the opportunity to at least look at it or follow
it.

Senator HUM PHRIES—I can see you do not read the arts entertainment section of the
Age, Chair.

Senator Arbib—Hejust forgot to bring it with him.

Senator HUM PHRIES—I will. | will table the document.

CHAIR—Itisjust that | do not haveit. It does not readily come to my mind.

Senator Arbib—Chair, could we get it tabled?

CHAIR—Yes.

Senator HUM PHRIES—It is about 10 pages ahead of the sports section, Chair.

Senator MARSHALL—What dateisit?

Senator HUM PHRIES—It is 9 October.

CHAIR—I am probably still waiting for any extensive review or committee or times
review or something. The point isthat, whether onereads it or not, we do not actually haveit
in front of us at this point of time.

Senator HUM PHRIES—I understand. | will table this document now, if I may. | am sorry
| do not have multiple copies.

CHAIR—Thank you.

Senator HUM PHRIES—I want to quote one more section from it, where the minister is
paraphrased as saying that he is also prepared to try to get the efficiency dividend lifted that
the government imposed on the council. | table that document. Can you tell me what stage
that announcement or that policy initiative by the minister has reached, please?

MsBean—That is a matter for consideration in the budget context.

Senator HUM PHRIES—So the minister has taken steps to deal with thisin the budget
context?

MsBean—If it is dealt with, it will be dealt with in the budget context.
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Senator HUM PHRIES—OKkKay. | want to move on to the resale royalties scheme. What
stage has that scheme reached? It commenced in June this year. Is that correct?

MsBean—That is correct; it isfully operational.

Senator HUM PHRIES—Do we have any indication of how many payments to artists
have been made under the scheme at this point in time?

M s Bean—I am advised that to date there have been 30 qualifying resales. | do not have
the exact number. | do not know that the processing of those is completed.

Senator HUM PHRIES—We have not got a dallar figure on how many dollars have been
handed over?

M s Bean—No. We have not been advised that the processing has been compl eted.

Senator HUM PHRIES—AII right. | understand that under the scheme it is necessary for
all artstraders to have the transactions recorded, even those that might not be subject to the
resale royalty arrangements. All dealers need to report all salesto CAL whether subject to the
royalty or not. Isthat the case?

M sBean—That is correct.
Senator HUM PHRIES—Why isthat necessary?

M s Bean—Because the nature of the scheme is that the royalty will apply to the second
resale after the scheme comes into effect. Therefore, you need to know when the first one has
happened so that you know when the second one happens.

Senator HUM PHRIES—So an art dealer who sells a painting, say, records that back to
the department or CAL?

MsBean—CAL. CAL manages the scheme on behalf of the government.
Senator HUM PHRIES—For thefirst, what, three years of its operation?
M s Bean—The contract is for three years, yes. Sorry, itis five years.

Senator HUM PHRIES—So when the art dealer reportsthisto CAL, CAL will then
presumably tell the art dealer that thisis the second sale of this painting and, therefore, he
needs to send some money to CAL for payment to the artist?

MsBean—Yes.

Senator HUMPHRIES—Again, | hope this does not come as a surprise to any of you, but
there was some criticism of the scheme from art dealers and arts organisations when it was
first rolled out about it being complex and difficult to administer. It was described by one
source as a catastrophe similar to the insulation rollout. An Indigenous art gallery in Broome
described it as an ill-conceived fiasco. Allowing for alittle hyperbole, it does suggest that the
industry was not particularly on top of what was expected of them or how they would meet
their obligations. Since the scheme has been inaugurated, what steps has the department taken
to educate art dealers about their obligations under the scheme?

MsBean—Itisactually CAL that has taken steps. They have undertaken an extensive
education campaign for the industry and they have actually established both an art trade
advisory panel and an artists' advisory panel to assist in implementing the scheme. That
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includes devel oping information and advising on best processes to assist market professionals
and artists with the scheme.

Senator HUM PHRIES—They have got committees. What actually have they done to
transmit that work into—

M s Bean—No. They have actually held education sessions around the country in different
places.

Senator HUM PHRIES—And what sort of budget do they have to do that?

M s Bean—Well, the government provided $1.5 million over three years, which is $1.65
million including GST, for the purpose of establishing the scheme. Education will be part of
that.

Senator HUM PHRIES—Do we have any indication of how they are reaching art dealers?
Isit by direct correspondence or email? Isit through inviting them to come to these education
forums?

M s Bean—I think thereis a variety of methods. They have had fact sheets on their website,
they have held information sessions in capital cities and in some regional areas and they are
working to develop a code of practice for the scheme. So thereisa mix of things, | guess.

Senator HUMPHRIES—It was reported that dealers were concerned about a lack of
information, privacy concerns and burdensome paperwork. Mr Tom Lowenstein, a member of
the art trade advisory panel to CAL, says that the handling of the scheme is ‘ pretty bad'. He
criticised that CAL was not appointed until early April, two months before D-day. Have you
got evidence that that obvious level of concern within the sector is abating as a result of these
measures?

Ms Bean—Only in the negative sense in that we are not currently hearing significant
concerns expressed in relation to the processes around the scheme.

Senator HUMPHRIES—Good. Let us hope that that remains the case. | will move to
another area. | see that the government has ruled out excluding artworks from the asset base
of self-funded superannuation schemes. They rejected the recommendations of the Cooper
review in that respect. There was a suggestion, again from Mr Lowenstein, on this occasion as
part of the Save Super Art organisation, that the recommendation from Mr Cooper could
violate section 55 of the Constitution. Has the department taken advice about whether that
would be the case?

M s Bean—No. The Cooper review is the responsibility of the Treasury portfalio.

Senator HUMPHRIES—So you are not aware of any work that they have done on the
constitutionality of such an arrangement?

M s Bean—I am not aware of that.
Senator HUM PHRIES—The minister has also flagged using the NBN to promote the arts
and using school halls built under the stimulus program as part of the resources available to

the arts. Can you give me any indication of how those policy ideas are being implemented at
this stage?
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M s Basser—There is a whole range of areas where there is potential, particularly for the
NBN. There will be opportunities for content, so | think there are opportunities there
throughout a range of creative industries. We have worked, and continue to work, closely with
both DBCDE, the department that is managing the NBN, and DEEWR in terms of
opportunities there as they come up.

Senator HUM PHRIES—What sort of stage has that work reached? Is there anything that
we can point to as a positive devel opment that might indicate that there is—

M s Basser—I think at the moment they are discussions really that are around how content
fits in with the early work that they are doing, which is substantially at the moment around
infrastructure. But we are at the table discussing content and the opportunities that are there,
for example, for the collecting institutions—three or four artists are having their work either
out there physically through using school halls or also through the NBN. So it is broadly at
the moment a marker of the space and that that is important as they move forward with the
infrastructure rolling out.

Senator HUMPHRIES—They are the general questions | have on the arts. | have
guestions on specific agencies, but | think | am done with questions for the arts overview at
this point.

CHAIR—Thank you. Next is the National Film and Sound Archive. Then we have Screen
Australia, the National Museum, the National Gallery and the National Library. We will
follow that order unless there are any other requests to changeit.

[9.39 am]
National Film and Sound Archive

Senator HUM PHRIES—Welcome, gentlemen. | understand that the National Film and
Sound Archive has been successful in getting its collection exposed to people in rural and
regional Australia through the Big Screen program. Can you tell us something about how that
has worked and, in particular, where these opportunities are being created in regional and
rural Australia?

Mr Vogt—The Big Screen program is one of a suite of programs we have that travel
Australia. There is the Big Screen program, there is the School Screen program and the Black
Screen program. Those programs travel all across the country. In the last financial year, we
are proud to say that we visited through those three programs well over 100 locations last
year. Through our travelling outreach programs, over 44,000 people attended one of those
screening opportunities. In addition to those programs, they are supported by Australian
Screen Online, which is an online platform that takes that content online to those audiences
throughout Australia. We have alot of interest also internationally with that online platform.

Senator HUMPHRIES—So this is essentially taking films in the archive's collection to
smaller communities and showing them in cinemas or halls or whatever in those places?

Mr Vogt—Yes. Correct.

Senator HUM PHRIES—Is there educational material taken along at the same time, such
as displays or brochures?
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Mr Vogt—I might just refer to David Boden on that. It comes under his responsibilities.

Mr Boden—A key touring program is our School Screen program and our Black Screen
touring program, which both target those audiences with films from the National Film and
Sound Archive collection. So there is very much a focus both on remote locations, particularly
in the indigenous program, and a broader regional program for the school s touring program.

Senator HUM PHRIES—That was not my question. My question was: when you show the
filmsin these | ocations, what €lse do you take along with them?

Mr Boden—We take along National Film and Sound Archive staff to hel p with educational
interpretation around the Schools Screen program.

Senator HUM PHRIES—So you do not take physical displays of material or exhibits?

Mr Boden—No. The staff are able to mediate and introduce the audiences to programs like
Australian Screen Online, which holds over 2,000 interpreted film clips for teachers and
students to download into their classrooms for usein local learning circumstances.

Mr Vogt—The material is tailored around the national curriculum. So we work closely
with the teachers to make sure that what we do provide in terms of an experience for school
groups is relevant to the curriculum and to the outcomes that the teachers are after.

Senator HUM PHRIES—I was thinking more of the Big Screen program there and what
other interest might be created for people who see that.

Mr Vogt—There is broader interest in the Big Screen in terms of attracting broader
audiences within regional centres. We work closdly with particularly the larger regional
centres. We have established a very good reationship with those networks. That is where we
are very successful in attracting some local media and getting a lot of coverage. Our
attendances at some of those larger venues are very encouraging.

Senator HUM PHRIES—Do you have a budget to do this?

Mr Vogt—Yes, we do have a budget. We have three separate budgets for those three
programs.

Senator HUM PHRIES—What is the budget for Big Screen?

Mr Vogt—The budget for Big Screen for the 2009-10 year was $331,000.

Senator HUM PHRIES—When you take films out to these locations, you do not take the
original prints, | assume. You take a digitised version of the film?

Mr Boden—No. We take a combination of original 33 millimetre screen prints and
sometimes digital copies. The aim of the program is to provide increased access and
enjoyment to the Australian film heritage, both contemporary and historic materials. So we
use the best formats that suit the best venue.

Senator HUMPHRIES—How much of the collection of the NFSA has now been
digitised?
Mr Vogt—Less than five per cent of the collection has been digitised at this point intime.

Senator HUM PHRIES—It would be your aim, | assume, to digitise all of itin due
course?
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Mr Vogt—We ideally would like to digitise the whol e collection, but that is a major task
for the organisation and it is a significant amount of resources that the organisation does not
have to achieve that.

Senator HUM PHRIES—Of that five per cent, are you dealing with that through your own
internal budget arrangements? You have not had to take any special funding from the federal
government for the digitisation of your collection?

Mr Vogt—No. That iswithin our existing resources. Yes, that istrue.

Senator HUM PHRIES—On current budget projections, how long will it take you to
digitise the collection?

Mr Vogt—We will probably never fully digitise the collection, given that the time frameto
digitise what we have in the collection at the moment is well in excess of 100 years. That is
the existing collection material. We are also acquiring alot more material as wetry to fill gaps
in the collection. A lot of that material is not digitised. Increasingly, alot more material
cominginisborn digital, but alot of the material is still analog and requires digitisation. So it
will beavery long time frame.

Senator HUM PHRIES—I will come back to that later. Your annual report makes
reference to inadequate facilities to store the collection in appropriate conditions. | know you
have a storage facility out at Mitchell, which hasto be kept at a certain humidity and a certain
temperature to prevent deterioration of the film. What is your storage capacity at the moment?
Have you got enough capacity to store all the films you are required to store?

Mr Vogt—Storageis acritical issue for the organisation. We have exceeded our capacity to
store all our nitrate film. We are looking at options at the moment to acquire some more
space. We also sometimes lean on other sister cultural institutions to assist us with storage
space. We also expect that in calendar year 2010 our storage capacity for documents and
artefacts, which isthe largest part of the collection, will exceed that. So at the moment we are
exhausting all optionsto look at appropriate storage accommodation on along-term |ease,
whichisamajor priority for us to secure, hopefully, this financial year. With some capital
reserve funding we will kit that out this financial year.

Senator HUM PHRIES—Sorry, what did you say about capital?

Mr Vogt—We have some capital reserve funding that we would use to kit out, to make
sure that the environmental conditions are appropriate. A cost in the order of $1 millionis
what we are looking at out of reserves to kit out aleased premises.

Senator HUMPHRIES—Isall your collection stored in Canberra?

Mr Vogt—There are some collection materials which are stored—a very, very tiny
percentage—in Melbourne. Thereis none in Sydney. Some of it comesin to be looked at
through curatorial staff in Sydney or Melbourne, or people who have contact with the donors.
But over 99 per cent of it is stored in Canberra.

Senator HUM PHRIES—Does the archive ever have to refuse donations or gifts of old
film on the basis that it cannot store it?
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Mr Vogt—Not on the basis that we cannot store it. The curators very closely assess
opportunities for material to come into the collection, particularly with an eye to gapsin the
collection and very culturally significant items. So that is the primary concern. It istrue to say
that with limited storage space it creates challenges for us if thereis a very large collection.
But we would not be limited by the storage capacity. That iswhy it is such apriority for us
this financial year.

Senator HUM PHRIES—Of course, we have no statutory deposit arrangement for film or
visual material in Australia. That relationship, of course, exists for printed material like books
and, | think, magazines and newspapers but not for film. | assume the archive supports such a
concept; theidea of such a deposit scheme would be useful in its collecting policy?

Mr Vogt—The NFSA has advocated for some time that the devel opment of alegal deposit
scheme that extends to audiovisual works would beideal as an outcome. It would enable
cultural institutions like us, with a collecting mandate for audiovisual works, to fill gapsin the
collection and to build our collection. To that extent, we have been working with the library
and with departmental officers, and had contact with Attorney-General’sin relation to our
desire to see alegal deposit scheme that does cover audiovisual works. So we are certainly
committed to achieving that as an outcome. We would love to see that.

Senator HUM PHRIES—How many films produced in Australia woul d be subject to such
ascheme, if it operated? How many people producing films are now giving the archive films
voluntarily?

Mr Vogt—I would be happy to take that on notice. We do our best in establishing
individual agreements with particular donors and large producers to make sure that we cover
to the greatest extent possible the opportunities to acquire what we can. But that would fall
significantly short of all of the producers.

Senator HUM PHRIES—Would you expect much opposition from the film industry if
there were to be such a scheme?

Mr Vogt—We understand that there are copyright concerns that producers would have and
there are some cost issues in relation to the scheme as it would operate if it did require
producers to automatically lodge copies with an organisation such as us.

Senator HUM PHRIES—Just for guidance, what does a print of a feature length film cost?

Mr Boden—To strike a single print of a 35 millimetre feature film probably costs
approximately $4,000 to $5,000. | could get a firm figure on that for you. | think it isalso
important to say that the legal deposit scheme that the NFSA envisages would focus on the
NFSA being able to sdlectively acquire items from the production sector rather than takein
the entire production outpuit.

Senator HUM PHRIES—I could imagine. How has the efficiency dividend affected this
agency inthelast financial year, 2009-10?

Mr Vogt—Sorry, | have the figure for 2010-11. | can provide that.
Senator HUM PHRIES—That isfine.
Mr Vogt—The figure for 2010-11 is $308,000.
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Senator HUM PHRIES—Right, and how are you dealing with that?

Mr Vogt—We are doing what we can in terms of good strategic workforce planning to
make sure that we manage our workforce, | suppose, in away in which you get maximum
productivity to cover the pressures of finding the funds. And through our annual business
planning process we are trying to find efficiencies, particularly in enabling service areasto try
to find the appropriate efficiencies. To date, we have been able to achieve that without
compromising the work program. But, of course, it isadifficult task at times.

Senator HUMPHRIES—So hasiit led to any redundancies of staff?

Mr Vogt—No. It has not led to any redundancies.

Senator HUM PHRIES—And no programs have been reduced in scope?
Mr Vogt—No.

Senator HUM PHRIES—Finally, | have seen alot of advertising for the Arc Cinema
recently. It seems to be showing films on a very regular basis. Do you get good houses for
that?

Mr Boden—Yes. We are quite pleased with the progress of Arc sinceit opened in August
2007. Last financial year, it increased its audience to 22,000. That is an average of about 56
per session. The program also involved 21 key cultural partnerships with organisations such
as the World Cinema Foundation founded by Martin Scorsese through to national touring
cultural partnerships with the Goethe-Institut, the Japan Foundation and the like. Soitisa
CinemaTech-styled program that is growing quite successfully.

Senator HUMPHRIES—That is really good to see. | see you have included Paul
Keating's speech at Redfern in 2002 in the collection. Sorry, 1992. Yes, it was December
1992.

Mr Boden—Yes. That is the Redfern speech that was included in this year’s registrations
inthe Sounds of Australia registry.

Senator HUM PHRIES—That is an audio recording or afilm recording?

Mr Boden—Yes. That is an audio recording.

Senator HUM PHRIES—Have you got any of Mr Howard's speeches in the collection as
yet?

Mr Boden—The way that the Sounds of Australia registry works is that it invites public
nominations for people.

Senator M OORE—No-one has hominated him.

Senator HUM PHRIES—I will take care of it. Do not worry.

Mr Boden—For people to identify or nominate individual sound recordings of cultural
significance. There are some criteria that are available on the NFSA website. Then thereis a
pand assessment process that brings in a minimum of 10 recordings each year. That also
feeds through to other touring programs, such as the National Coallecting Institutions Touring
and Outreach Program, which focuses on taking Sounds of Australia out through some
performance theatre works into regional Australia. So we wel come nominations far and wide.
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Senator HUM PHRIES—I must submit a few of my own speeches and see what happens.
Senator M OORE—Senator Bernardi will be on the internet right now.
Senator BERNARDI—They will be nominating Kevin Rudd.

Senator HUM PHRIES—On that note, Mr Chairman, | have completed my questioning of
the archive.

CHAIR—Thank you. | thank officers of the National Film and Sound Archive. We will
now proceed to Screen Australia. | ask that those officers come to the table, please.

[9.56 am]
Screen Australia

Senator HUM PHRIES—I want to ask about some of the commentary that has been made
about Screen Australia in a number of areas, including the way it vets and audits budgets that
it approves. Are you aware of the article that appeared in the Australian on 15 March this
year, which talked about problems facing the sector? It talked about a dramatic decrease in
international productions underwriting the postproduction sector of the industry in Australia
and confusion over the effectiveness of the producer offset. | understand that Doron Kipen,
executive director of music and effects, said:

Screen Australia say there's no clear evidence that we're being paid less but we ve been telling the
funding bodies for five years—

that that is the case. He or she said:

Screen Australia failed in its duty to invest taxpayer funds wisely by alowing some productions to
become, at worst, unreleasable or unable to pay bills.

Could you give me some response to those criticisms?

Dr Harley—I am not aware of that specific article. We have, however, done quite a lot of
work on postproduction budgets, including music, because we are well aware of the concern
in the industry. It is correct to say that we have not found evidence that the budgets have been
significantly diminished. That said, we are alert to it and we are very keen to follow up on this
issue. It is also the case that | am not aware of a film that has been unreleasable for this
reason.

Senator HUM PHRIES—What mechanism do you have to talk to the film industry in
Australia, particularly the postproduction sector?

Dr Harley—We have a number of mechanisms. People seek to come and make their views
known to us all the time. We make ourselves available to do that. We also meet with SPAA
regularly. We meet with the state agencies regularly, and they bring those concerns to our
tables. We also are a member of Ausfilm, and the concerns also come to those tables.

Senator HUMPHRIES—So the sorts of criticisms that were being made here about not
strictly vetting and auditing budgets had not reached your ears?

Dr Harley—They have reached my ears, but that is not correct.

Senator HUM PHRIES—So you understand what people are saying, but the criticisms are
not valid? That is what you are saying?

FINANCE AND PUBLIC ADMINISTRATION



F&PA 20 Senate Tuesday, 19 October 2010

Dr Harley—We are very careful with budgets.

Senator HUMPHRIES—Do we have a way of measuring the success of Screen
Australia’'s contribution to the effectiveness of the industry—as in, the number of films
produced in Australia each year or the amount of dollars attracted to the sector in investment
or whatever? What are the indicators you use of your success?

Dr Harley—Yes. We do have measures of that kind. The two you outlined are two of
them—the number of films that are made and the contribution of Screen Australia relative to
the total amount of money spent on the films. We, of course, look at sales. We look at
audiences. We look at awards, both national and international. We have also started for the
first time to look at companies and the viability of companies against a range of indices. We
see that thisis along-term measure.

Senator HUMPHRIES—And how do those indicators show that we are tracking at the
moment? | suppose it is partly a reflection in those indicators of how well the industry is
doing and partly how well you are doing. What are the historical trends? Are you trending
upwards or downwards at the moment in those respects?

Dr Harley—I am not sure that | can answer that question. This last year we have had a
number of very successful films. We are very proud of them. But it is a cyclic business and |
amsorry | do not have in my mind a five-year graph of that or anything of that kind.

Senator HUMPHRIES—I assume that you have been keeping records for some time.
How old is Screen Australia?

Dr Harley—Two years, nearly three.

Senator HUMPHRIES—So you have some sort of trending or tracking of your
performance over that time, | assume?

Dr Harley—Yes, we do.
Senator HUM PHRIES—Could you produce that for the committee as a document?
Dr Harley—Yes.

Senator HUMPHRIES—If you would not mind doing that, that would be much
appreciated. How have you dealt with the efficiency dividend?

Dr Harley—Screen Australia has had budget cuts in this financial year and the last
financial year. It was 9.5 last year and 4.2 this year. The efficiency dividend was $105,000 last
year and about $160,000 this year. In context, it is not a problem for us. Those budget cuts
have occurred in the same time frame in which the producer offset has come on stream. So, as
one has gone down, the other has gone up. We have dealt with it in that context.

Senator HUMPHRIES—I assume you have seen the submission from the ABC to the
review of the Australian independent screen production sector in which they have argued that
the investment being made in this sector is probably not best targeted. Have you seen the
submission they have made?

Dr Harley—Yes.

FINANCE AND PUBLIC ADMINISTRATION



Tuesday, 19 October 2010 Senate F&PA 21

Senator HUM PHRIES—They suggest that funding directly to the ABC might be a better
device than going through the offset arrangement:

The ABC argues that if the government were to lift the offset for television to 40 per cent, that may
offer the chance to move to “a different mechanism” for Screen Australia's existing direct funding of
TV.

And they give an example of how they say that that is working—that more people are seeing
the screen product that they produce and that, therefore, they are a better vehicle for
delivering that product to Australian audiences than the mechanism that Screen Australia
administers. What is your response to those criticisms?

Dr Harley—One can see that the ABC would take the view that delivering money straight
to the ABC would be advantageous. | do not believe that other television companies would
take the same view. Screen Australia’s purpose is to ensure that there is diversity of content
and that diversity of content is available in a variety of styles and for a variety of different
audiences. | think that having a multiplicity of delivery channels is from that public point of
view more advantageous.

Senator HUMPHRIES—How does the ABC not deliver a variety of styles and to a
variety of audiences? Surely everybody watches television.

Dr Harley—Well, most people watch television, | believe, yes. But some people watch pay
television and some people watch SBS and some people watch ABC and some people watch
Seven, Nine and Ten. There are arange of ways people might consume television, and Screen
Australiaisinterested in providing for that variety.

Senator HUMPHRIES—But there would be many more people, | would assume,
watching television, even the ABC, than going to see Australian films in cinemas. In fact, the
ABC submission cites four Australian films—The Proposition, Oyster Farmer, Lucky Miles
and Romulus, My Father. They point out that only 750,000 Australians saw any one of those
films but 800,000 people on average see each of the products that the ABC produces. They
are suggesting that in fact there is a much wider funnel of an audience that passes through the
ABC than would pass through films shown in cinemas.

Dr Harley—Again, that is arather single-minded approach. It is absol utely traditional and
customary in the feature film business that the film goes through a variety of screenings. The
first screening is generally cinema. The second screening is generally DVD. The third
screening is pay TV. The fourth screening is free-to-air television. The accumulation of all
those audiences is the audience for the film. So they are right to say that free TV is an
important window for feature films. Soiit is, but so are all the others.

Senator HUM PHRIES—So what is the argument for not having the offset at 40 per cent
for both film and television?

Dr Harley—I think that is a policy question.

Senator HUM PHRIES—Screen Australia has not got a view on that that it has put to
government?

Dr Harley—No.

FINANCE AND PUBLIC ADMINISTRATION



F&PA 22 Senate Tuesday, 19 October 2010

Ms Basser—But those issues are being looked at in the context of the review of the
independent film sector, and government will be considering and is considering a whole range
of submissions, including the one made by the ABC and by many other organisations and
individuals.

Senator HUM PHRIES—But not Screen Australia?

Dr Harley—We have made a submission to the review. We have not said whether the
offset should beincreased or not increased.

Senator HUM PHRIES—So you are agnostic on that question?
Dr Harley—Caorrect.

CHAIR—I want to interrupt with just one question. When you were going through those
numbers and the different ways in which people can view Australian films—it might be a
minor point—it struck me that there is a section for Australian films on the Qantas in-flight
entertainment. | do not know if you can ever get figures, but a lot of people who travel on
international flights watch alot of films, at least as| understand it.

Dr Harley—We would not have viewer numbers.
CHAIR—NOo, that isright. | appreciate you cannot because you cannot measure it.
Dr Harley—But you are absol utely right. It is—

CHAIR—BLUt it is a venue where you have an audience that potentially could also be
watching those films.

Dr Harley—That is absolutely true. Then there are also festivals. There are touring
festivals. There are legal downloads.

CHAIR—That isthe only opportunity we often get to watch a film.
Senator HUM PHRIES—Unlessit is on very late at night after everything elseis done.
CHAIR—Yes.

Senator HUM PHRIES—You talked about the review a moment ago. What is the status of
the review at the moment? It began earlier this year.

M s Basser—That is right. There have been 78 submissions received from across the sector.
During the process there were also 12 focus groups involving 79 producers. They were held
throughout April and May. Focus groups also took place in Mebourne, Sydney, Brisbane,
Perth, Adelaide and Canberra. These sessions explored a range of issues, including the effect
of the producer offset and a range of other issues. The office of the arts is currently
considering all the submissions. We will be compiling a report to government.

Senator HUM PHRIES—There is no indication of when that islikely to occur?
M s Basser—BY the end of this calendar year.

Senator HUMPHRIES—I understand from earlier comments—which | think you made,
Minister; it might have been Mr Eccles—that there was no policy at this stage on film from
the government because you are waiting for this review to be compl eted.
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Ms Basser—There is existing policy in that there is an entire policy framework with the
producer offset, the location offset, the PDV offset and the establishment of Screen Australia.

Senator HUM PHRIES—Actually, | am paraphrasing Peter Garrett. | think Peter Garrett
said that there was no policy for the film sector because of this review. He was waiting to see
what the outcome of the review was. Are we expecting that—

Senator Arbib—He said there is no policy?

Senator HUM PHRIES—He was criticised during the campaign for not having any policy
particularly on the film sector. He responded to that by saying—and | will find the quotes, if
you like, from newspaper articles—that that is because a review is going on.

Senator Arbib—I do not think he was saying there was no policy. | think he was making a
point that there was a review underway.

Senator HUMPHRIES—There are no policy announcements in the Labor Party arts
policy. | have that policy here. | am sure that, if you look at it, you will see there is not any
announcement about that.

Senator Arbib—But | think he was making a point that there is a review underway, which
iswdl known. It was announced in 2007, | think, that we were actually going to undertakeit.

Senator HUMPHRIES—That is what | am saying. | am saying that because the review is
underway there is no palicy inits place as in a new announcement about what Labor is going
to do with the film sector.

M s Basser —The dection commitment said that the government will respond to the review
when it is finalised at the end of the year. So that was the stated election policy. Just in
addition, there were two enhancements in the 2010-11 budget to the location and PDV offsets
as well. But the stated dection commitment was that it will be in response to the review,
which will be finished at the end of this calendar year.

Senator HUMPHRIES—So when the president of the Screen Producers Association
called the review a procrastinating device, he was not accurate?

MsBasser—That is his view. | cannot comment on his view.

Senator HUMPHRIES—How would you describe the health of the screen sector in
Australia? By that | mean film and televison. How are we faring as a nation producing
reflections on our culture through film and television at this point in time?

Dr Harley—I think very well indeed. We have had some absolutely wonderful television
in the last year. | do not know whether you are aware of a program at the moment Art and
Soul, which is on the ABC. It is the third program that is coming up this next week. It is an
absolutely wonderful exposition on Aboriginal art. It is a quite brilliant piece of work. There
isabeautiful book that goes with it and a very extensive website. It is a marvellous statement
on contemporary Aboriginal art. So that is one type of program. If | might be permitted a
small commercial break—I do not know if that is allowed, chair—next Wednesday night we
are screening a film, Tomorrow, When the War Began, here in the House. You are all invited.
It is on the John Marsden book. It has done very well at the box office. So they are two quite
different types of very strongly cultural product which are finding very good audiences.
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Senator HUMPHRIES—As a TV consumer, | tend to consume things only after 11
o'clock at night, so | will have to take your word for the quality of that program on Aboriginal
art.

Dr Harley—You will be ableto get the DVD, | am sure.

Senator HUM PHRIES—Indeed. They are my questions for Screen Australia. Thank you
very much.

CHAIR—I thank very much the officers of Screen Australia.
[10.13 am]
National M useum of Australia

Senator HUMPHRIES—I am alternating between being vicious and being fawning. You
are lucky: you are going to get the fawning treatment, Mr Sayers. | am interested in the fact
that the chairman of the National Museum receives only $26,580 a year in pay when the
chairman of the ABC receives $145,000, the chair of Australia Post receives $158,000 and the
NBN Co. chair receives $185,000. Do you think it devalues our cultural institutions that we
pay so little to the people who chair these organisations?

M s Basser —Those rates are set by the Remuneration Tribunal.

Senator HUMPHRIES—It is still a fair question, though, is it not? | know you are not
responsible for it, but do you not think it is a reflection of how we value our cultural
institutions that we pay the people who steer them so poorly?

Mr Eccles—You are asking for an opinion, Senator.
Senator HUM PHRIES—I suppose | am. Do you have an opinion, Minister?
Senator Arbib—It is set by an independent tribunal, Senator.

Ms Basser—Senator, | think the Remuneration Tribunal goes through a whole range of
different agencies. So it is a matter, of course, for the Remuneration Tribunal.

Senator HUMPHRIES—I see that at the same time as the canonisation of & Mary
MacKillop we have had an exhibition in Rome of Aboriginal artefacts at the Vatican and that
the National Museum has contributed to the setting up of that exhibition. Can you tell us
about that, Mr Sayers, please?

Mr Sayers—Yes. Certainly, Senator. The National Museum has relationshi ps with overseas
collections, which include Australian Indigenous material. The ethnography museum in the
Vatican has quite a considerable collection of Australian Aboriginal material. The
ethnographic museum approached the National Museum as the national museum of Australia
some time ago to assist with the mounting of an exhibition of Indigenous material from their
collection to coincide with the canonisation. So our assistance with the exhibition has been to
provide the expertise of two of our staff members. They include the senior Indigenous adviser
at the National Museum, Margo Neale, who has assisted the Vatican not only with research
but also with the very important element of connecting those historical collections with their
communities. This is one dimension which al museums worldwide are now seeking to
advance. So the exhibition in the Vatican has been undertaken with the consultation with the
communities, which was facilitated by the National Museum of Australia. We have also
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provided expertise in terms of the correct description of objects and aspects of presentation
which are appropriate to contemporary indigenous Australians.

Senator HUMPHRIES—The collection in Rome is a very high quality collection of
Australian artefacts?

Mr Sayer s—The callection in Rome is an unusually mixed collection, | would have to say.
It has some extraordinary objects. It has some objects which are like many objects in
Australian ethnographic collections. One aspect of it that is particularly distinctive is that the
works were almost all collected in the 1920s for an exhibition. They were collected through
Australian Catholic missions at New Norcia and Kalumburu in the Kimberly. So, unlike many
European callections, which date back to the 19th century, where there are real question
marks about the provenance of some objects, this is quite a well-documented collection. It
includes some unique objects, probably the most unique of which is a collection of painted
wandjinas, which resonate with the stations of the cross. So there is an interesting cross-
cultural dimensiontoit.

Senator HUM PHRIES—You said Margo Neale was sent over to Rome for that purpose?

Mr Sayers—Yes. Margo Neale has been working with the Vatican museums. One of our
staff members who works with Margo Neale has also been assisting not only in the Vatican.
When the head of the ethnographic museum, Father Mapelli, came to Australia to visit the
communities, we assisted with his road trip.

Senator HUM PHRIES—Did the museum meet the cost of the trip by Ms Neale?

Mr Sayers—No. The Vatican is actually paying the costs of her travel and her
accommodation in Rome.

Senator HUMPHRIES—Excdlent. | see you have had something to say about the
concept of a museum for the stolen generations. Can you tell the committee why you are of
the view that this would be unnecessary?

Mr Sayer s—Senator, there was a brief press mention of the idea that a museum for the
stolen generations would be pursued at some stage in the future. | thought it was important to
remind the public that the National Museum of Australia has in fact a mandate in its
legidation to address indigenous Australia. The National Museum of Australia has active
programs in consultation with FaCSIA and the National Library of Australia in recording the
stories of the stolen generations and making them available. There are a number of such
stories on display in the museum. So | think it seemed important when | wrote that article that
you refer to to indicate that the museum has a very wide mandate to talk about not only the
history of indigenous people but contemporary issues which affect Indigenous Australians.

Senator HUMPHRIES—So if it chose to, the National Museum could put on a quite
descriptive and effective exhibition of that kind within the framework of its own resources?

Mr Sayers—Senator, we have in fact planned for 2011 an exhibition which looks
specifically at children in homes and the history of that chapter of 19th and 20th century
history. That does in fact coincide with some of the stories of the stolen generations. So not
only are we able to but we do have planned such an exhibition.
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Senator HUMPHRIES—I might address a question to the minister. The article that Mr
Sayers referred to was in the Canberra Times in, | think, late June. It suggested that this was
an idea on the agenda of the former Prime Minister, Mr Rudd. Is there till consideration
being given by the government to a museum of the stolen generations?

Senator Arbib—I am not sure about that, Senator. | am happy to find out for you, though.
Senator HUM PHRIES—Thank you very much.
Senator Arbib—I will take it on notice.

Senator HUMPHRIES—How is the museum coping with the efficiency dividend? To
what extent does the dividend cut into the budget for this financial year?

Mr Sayer s—Senator, we have a considerable ongoing impact of the efficiency dividend.
The existing efficiency dividend impact is $523,000 in 2009-10. That, combined with the one-
off efficiency dividend of two per cent, has an overall impact on our budget bottom line of
$1.349 million. The museum has been questioned in previous estimates about how it is
dealing with that impact. The answer has been essentially the rephasing of programs so that
lots of programs are on for a longer period of time and so on. My predecessor in thisrole has
indicated the difficulties of maintai ning programs with the ongoing impact.

Senator HUMPHRIES—There was a concept put through the Standing Committee on
Public Accounts and Audit at one stage to exempt smaller agencies from the efficiency
dividend. You would not presumably be aware of any of that. But, Minister, do you know
whether that idea is receiving consideration from the government?

Senator Arbib—I have not got any advice to say that, no.

Senator HUMPHRIES—Okay. There are no redundancies that have occurred at the
National Museum in the last couple of years as aresult of the efficiency dividend?

Mr Sayer s—I| have been in the role only a few months, so | will have to defer to my CFO,
Kylie Noonan, on this.

Ms Noonan—No. There have not been any redundancies as a result of the efficiency
dividend.

Senator HUM PHRIES—And there are not any proposed for this financial year?
M s Noonan—Not that | am aware of, no.
Senator HUM PHRIES—AII right. | am through with the museum. Thank you very much.
Proceedings suspended from 10.26 am to 10.48 am
National Gallery of Australia

CHAIR—We will continue with our examination of the estimates. We are now on to the
National Gallery.

Senator HUMPHRIES—First of al, | congratulate the gallery on its new wing, which |
have not seen yet. | understand it has been quite a success. There are very good reports of the
collections that are being displayed there, so | am looking forward to seeing it. What was the
end total cost of the new extensions?
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Mr Froud—Our director, Ron Radford, is overseas and the committee has been formally
advised, | believe, that Dr Radford would not be in attendance this morning. The forecast final
cost is $107 million. That is pretty well all but concluded in terms of the project, so | would
expect that to be the final number.

Senator HUMPHRIES—How is that funded? Is that a capital contribution from the
Commonwealth or are there other offsetsto that cost?

Mr Froud—It is a combination of funds being provided by the gallery from its own
means, including some private sector support that was secured and a government equity
contribution. The majority of the funding has come from the Commonwealth.

Senator HUM PHRIES—Can you give us a breakdown of those three components?

Mr Froud—Well, the equity contribution will be in the order of $63 million to $64
million.

Senator HUM PHRI ES—From the Commonwealth?

Mr Froud—Sorry, yes, $63 million to $64 million, and about $43 million from the gallery.
The gallery also funded some refurbishment work, which | was referring to there in saying
$63 million. Within that $43 million that the gallery has contributed, there has been an
announcement made about the generous benefaction from John and Pauline Gandel of $7
million to partly assist with the building project and with collection devel opment. So about
half of that $7 million will also be applied to the project.

Senator HUM PHRIES—And the gallery has had to borrow some of that money?

Mr Froud—Yes. The gallery has borrowed $9 million from the government, which it will
repay over the next three years. It was borrowed in the 2009-10 financial year. It is being
repaid over the subsequent three financial years. The remainder of the funding that the gallery
will be contributing either was put aside and gathered over a period for that purpose or will
come from our future capital funding stream.

Senator HUMPHRIES—The portfolio budget statement says that government funding
has been reduced by $3 million this financial year in lieu of the first instalment of the loan
repayment. Included in total revenue is a debt waiver of $3 million, which in turn has been
offset by the reduction in cash received from government for the first instalment of the loan
repayment. | have lost track of which symbol the ‘P is under. Are you paying money this
financial year or not?

Mr Froud—Yes. It meant that the $9 million advanced in the 2009-10 year is to be
adjusted by a reduction in our funding of $3 million in each of the next three subsequent
years. In addition, we will also pay an interest component on the balance payable based on the
long-term bond rate at the time of the loan being drawn or the decision being given to the
loan.

Senator HUM PHRIES—So where does the debt waiver come in in those circumstances?
It says here:

Included in total revenueis a debt waiver of $3 million.
Is the Commonwealth waiving some of that debt?
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Mr Froud—I do not understand that, to be honest, Senator. We have borrowed $9 million
and we will repay $9 million. | am not quite sure of the debt waiver. | could certainly take
some advice and provide that on notice.

Senator HUM PHRIES—It is on page 348 of the PBS in the middle of the page. If you
can just explain how that works, that would be great.

Mr Froud—Thank you.

Senator HUMPHRIES—I assume on top of all of that you still have to deal with the
efficiency dividend?

Mr Froud—We do.
Senator HUM PHRIES—What is the extent of that for this financial year?

Mr Froud—I will take it on notice and provide the specific number. | do not have it with
me just at the moment. But the impact of the efficiency dividend will be and has been
obviously an ongoing challenge to the organisation. That will remain. We would anticipate
that it will have an impact both on staffing and programs going forward. In terms of staffing,
we would expect that the current level of staffing of in the vicinity of 260 full-time equivalent
staff will need to be maintained or dightly reduced. Despite the fact that we will be managing
alarger facility, thereis no opportunity to actually grow the numbers. We will be reorganising
resources with that requirement. We have actually indicated to our staff and to the unions that
represent them that that is the reality of our circumstance and that we will be working through
whatever adjustments might arise in a consultative manner. But we are at this stage not
envisaging any redundancies. It will be about adjusting and reorganising our resource base
and perhaps reshuffling the deck chairs to some extent rather than seeing people leave
necessarily.

Senator HUM PHRIES—OKkKay.

Mr Froud—That was in terms of staffing. In terms of programs, there has been an
ongoing, | suppose, pressure to review and carefully manage programs going forward. | think
the way that the efficiency dividend is managed, because there is full knowledge of it, is that
it is factored into the planning processes. So our plans are adjusted to reflect the adjusted
funding available.

Senator HUM PHRIES—We will monitor that situation closely, as you might imagine. |
want to ask about the effect of a decision to introduce paid parking on site just across Kings
Avenue from the National Gallery a few weeks ago. We were told yesterday that the
Department of the Prime Minister and Cabinet has now incurred a liability of about $1/2
million per annum in fringe benefits tax by virtue of the opening of that paid car park. Has
any liability been accrued to the National Gallery as aresult of that decision?

Mr Froud—Senator, we are actively considering this issue, as you might expect. The
preliminary indication is that there may be a liability for the government. Because the gallery
does own and contral the land on which the car-parking facilities are provided, what we are
currently doing is taking advice around some options there, one of which is that there may be
an ability for obligations for FBT to be avoided if there is no restriction provided for gallery
staff to park. So if it is only administered as an open public parking facility—that is, both the
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underground car park and the temporary above-ground car park, both of which are managed
by the gallery—and if it is made available 24 hours a day for the public at large as well as
staff, there may be, and we are just taking some advice on that, an ability to avoid an FBT
liability. As | mentioned, we are taking advice.

Senator HUMPHRIES—Would it not have the effect, though, of encouraging the 260
staff you said—

Mr Froud—It is 260 full-time equivalent. It is more like 280 to 300 people. Some work
part time and some work full time.

Senator HUM PHRIES—Sure. So you would have another 300 people, then, using the car
parks which are available for the public, could you not, under that situation?

Mr Froud—You would. The underground car park is identified primarily for public use.
So we do not allow access to the underground car park until just before opening hours. But
with the temporary car park at the east of the building, that is primarily used for staff as well
as the public. It is primarily for staff. But we are looking at those FBT liabilities at the
moment.

Senator HUM PHRIES—We will follow up that issue with interest as well.
Mr Froud—Indeed.

Senator HUMPHRIES—In the interests of time, Mr Chairman, | might leave my
guestioning of the gallery there.

CHAIR—Thank you very much. We will now proceed to the National Library of
Australia.

[10.58 am|
National Library of Australia

Senator HUMPHRIES—I read a little while ago about the concerns that the efficiency
dividend was likely to impose on the National Library. They are concerns being expressed by
the Community and Public Sector Union. Could you indicate what the actual effect of the
efficiency dividend would be on the National Library in the course of this financial year?

Dr Cathro—Our Director-General, Jan Fullerton, is currently on leave prior to her
retirement on 9 November. The impact of the efficiency dividend on the library this year will
be similar to what it has been in the past. First of all, in financial terms, | think a little over
$600,000 is the impact. We respond to that by trying to make our work flows more efficient,
including introducing automation. We make efficiencies but also make reductions in either the
quality or throughput of services. That will continue this year. We are currently struggling to
meet our targets for the processing of our collections, so that results in backlogs, which
impact on users. That is probably the main example of impact.

Senator HUMPHRIES—So what specifically is the effect on the callections or the
collecting policy of the library?

Dr Cathro—The efficiency dividend does not impact our collecting policy. We have a
policy that, of course, draws from the mandate in our act. We will go on callecting published
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and unpublished analog and digital collection items. Where we are challenged is catal oguing
and processing those collections so that they are accessible promptly by users.

Senator HUM PHRIES—So, what, you might defer processing? Do you digitise routinegly
the new works coming into the library?

Dr Cathro—Only asmall fraction of new works are routinely digitised. A great majority of
pictures, for example, are digitised. But, no, our digitisationis very selective.

Senator HUMPHRIES—That is not a product of the efficiency dividend? That is just a
guestion of not having the time and resources to do that?
Dr Cathro—That isright.

Senator HUMPHRIES—I want to ask about the policy of the library to collect dection
material. | recall many years ago when | was first a candidate receiving a letter from the
library asking for election material. Does it collect material from every federal election?

Dr Cathro—This year we made a special effort. | think we wrote to every candidate for
the House of Representatives and Senate to collect election ephemera. We have done this in
the past but perhaps not on such an extensive basis. In addition, of course, we archive election
websites so that they are available for posterity.

Senator HUM PHRIES—AnNd there are about 350 websites that were archived at the 2007
election. Isthat right?

Dr Cathro—I do not have that figure with me, Senator. | will have to take that on notice.

Senator HUM PHRIES—How many websites are expected to be archived from the 2010
eection?

Dr Cathro—Again, | do not know that number. | would expect it to be similar, but | do not
have the numbers with me. | can certainly get them.

Senator HUMPHRIES—Presumably the archiving has already happened since the
websitein a month is going to be shut down and so on after the election.

Dr Cathro—Exactly. Some types of website archiving have to happen quite promptly
before the website disappears.

Senator HUM PHRIES—Could we have a list of al the websites that have been archived
from 2007 and from 20107

Dr Cathro—Just the el ection related websites?
Senator HUM PHRIES—Just the el ection related ones, yes.

Dr Cathro—Yes. | can get thelist. They are available online in our PANDORA archive for
browsing, but we can still get you alist.

Senator HUM PHRIES—Look, if they are available online, we will have alook. Isit easy
to identify what is related to each of the el ections on the PANDORA website?

Dr Cathro—Sorry?

Senator HUMPHRIES—It is easy to identify from the PANDORA website what relates
to—
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Dr Cathro—Yes. The election material is quite easy to find and browse.

Senator BERNARDI—Before you continue, | also have a question on the archiving of
websites. An organisation that | am involved with received a request to have their website
archived. It was not specifically a political campaign website at all but rather about a topical
issue. What isthe criteria for selecting websites to archive that are in the non-political sphere?

Dr Cathro—Well, we look at the value for research and the extent to which they document
the Australian people, historical developments and so on. We actually publish the criteria. It
is, however, of necessity a quite selective process. | think over the last 14 years more than
about 20,000 different websites have been archived, many of them in multiple snapshots over
time. But that is still a very small fraction of the significant websites. As | said, it is research
value and the extent to which they sort of document significant developmentsin Australia and
important issues, such as social issues and so on.

Senator BERNARDI—How are the websites identified? Do people refer them to you, or
do you have a special section that surfs the web?

Dr Cathro—We have a small team of staff who themselves identify. There is aso a
suggestion facility on the archive itsdf where people can make suggestions. We do this
collaboratively with the state libraries and some other cultural institutions. So those other
agencies themselves are identifying what would be relevant in their sphere.

Senator BERNARDI—You will not hear this very often, | am sure, but | will congratulate
you on the diligence of your staff because the nonresponse from our end was followed up
continually. So that is something to suggest that your systems are working quite well.

Dr Cathro—Thank you.

Senator BERNARDI—You said that the criteria are published.

Dr Cathro—Yes.

Senator BERNARDI—Isall that available on theinternet?

Dr Cathro—ltis.

Senator BERNARDI—Do you know where? Is there a straightforward link?

Dr Cathro—I can get the exact address. | think PANDORA is the name of the archive. On
its home page | think thereisalink to the selection policy.

Senator BERNARDI—That isfine. That is great. That isall | need to know. Thank you.
Senator HUM PHRIES—PANDORA is not run by the National Library, though, isit?
Dr Cathro—Yes, itis.

Senator HUM PHRIES—It is. Okay.

Dr Cathro—As| said, we have collaborating partners aswell.

Senator HUMPHRIES—What does it cost, apart from the time taken to download a
website? Is there any cost associated with the library downloading a website and storing a
website?
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Dr Cathro—Yes. There is a small team—I think it is something like five staff; | would
have to check on that—so thereis the cost of those staff. There are I T support costs as well. |
would not like to make an estimate on the run asto what that all typicaly is.

Senator HUMPHRIES—What | really meant is whether there is any sort of copyright
cost in taking awebsite and putting it in.

Dr Cathro—There is not. This is our selective process. We seek permission from the
website publisher. If we do not get permission, we do not make an archived copy. In some
cases, the websites have a commercial aspect to them. Users have to pay. So in those cases we
reach an agreement with the website publisher to have an embargo period before it is made
available. | should have also said that, in addition to that, the library has a non-sel ective web-
archiving approach whereby we try to capture the entire Australian web domain once a year.
That is currently in a dark archive, but we hope to make that available to people at some stage
inthe future.

Senator HUM PHRIES—L astly, what is the timeframe for selecting a replacement for Ms
Fullerton?

Dr Cathro—The sdlection process is being managed by the department.

Mr Eccles—I can give you an update on that. The applications closed on 11 October, and
the panel will be meeting this week to discuss moving forward on those.

Senator HUM PHRIES—Do we have a good field of candidates?

Mr Eccles—That is what we are meeting to discuss, so it would be inappropriate for me to
speculate.
Senator HUM PHRIES—Are there any international contenders for that role?

Mr Eccles—Again, it is probably not appropriate for me to go into great detail, partly
because | am not sure exactly who has applied. We will know more tomorrow when we sit
down and discussit.

CHAIR—Thank you very much. | thank the officers who have attended from the arts
section of the Department of Prime Minister and Cabinet. We will now proceed to the
Department of Regional Australia, Regional Development and Local Government. | also
thank the minister for his attendance and Mr Eccles and other officers.

[11.10 am]
Department of Regional Australia, Regional Development and L ocal Gover nment
CHAIR—Good morning, Minister and Ms Beauchamp.
Senator Sherry—Do not attempt an acronym, Chair.

CHAIR—It isone thing that | do not have to do at foreign affairs estimates today, and that
is the acronyms. Thank you for your attendance. You are, of course, aware of the rules and
procedures regarding Senate estimates. | have made earlier statements this morning and
yesterday just to indicate that we have fixed Friday, 3 December as the date by which answers
to questions on notice are to be returned. | also draw your attention, which | am sure you are
very much aware of, to the order of the Senate of 13 May 2009 specifying the process by
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which claims of public interest immunity should be raised and that we do request all mobile
phones to be turned off. Who is going to lead off? Senator Bernardi?

Senator Sherry—Sorry, Chair, just before you do—
CHAIR—Sorry, did you have an opening statement? My apol ogy.

Senator Sherry—Firstly, good morning. Thank you for your welcome. Secondly, | do not
have an opening statement, but | understand M s Beauchamp has an opening statement.

CHAIR—I apologise. | should have asked for that. Thank you.

M s Beauchamp—Thank you, Chair. | thought it might be of use for the committee just to
explain what has been transferred to the department and from where. Thank you for letting me
make an opening statement. The Department of Regional Australia, Regional Devel opment
and Local Government was formally created as a result of the administrative arrangement
orders which were signed by the Governor-General on 14 September following the election.
My acting appointment took place effective from 20 September. The government has a
renewed focus on regional Australia, with a dedicated department within the Prime Minister’s
portfolio now and a dedicated cabinet minister. Minister Crean will work with a team of
ministers and parliamentary secretaries, who will seek to represent regional Australia to the
government.

Senator IAN MACDONAL D—What was that?

Ms Beauchamp—Minister Crean will work with a team of ministers and parliamentary
secretaries, who will seek to represent regional Australia to the government. Broadly
speaking, the department’s role is to engage with and empower local communities; develop
informed regional policies; oversee therollout of regional initiatives; and provide a dedicated
source of advice on regional development. The department also has a number of regional
development and local government programs to administer plus the administration of territory
matters.

Just for clarification, the programs and functions that have transferred into the department
from the Department of Infrastructure and Transport include the following administered
programs: regional and local community infrastructure programs; Better Regions; the East
Kimberly development package; Regional Development Australia committees; two e ements
of the Jobs Fund, the national bike path project and the infrastructure employment projects;
and the local government reform fund. We also have the function of the Office of Northern
Australia. The programs and functions that have transferred into the department from the
Attorney-General’s Department include the Services to Territories administered program. All
of this means that, for 2010-11, the administered funds transferred amount to about $2.3
billion. So far, departmental resources have been transferred amounting to about $25 million.

In addition to supporting the existing programs, we are developing our capacity to deliver
against the government’s new commitments to regional Australia. In addition to establishing
the new department, early priorities to support the minister’s commitment include ensuring
we have a well-coordinated approach across government in supporting and empowering local
communities; ensuring programs in the department and across government take into account
the needs and priorities of regional Australia; contributing to the government’s commitment to
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regional Australia agreement with the independent members of parliament, including
managing key aspects of that agreement; identifying opportunities for regions to improve
productivity and growth, for example, by accessing key programs across government;
facilitating effective engagement with local communities in partnership with states and
territories and local government; developing robust regional information and evidence for
government to make informed decisions based on needs and priorities; to be able to report on
the pattern of Commonwealth investment and effort into regions;, and improving the
governance and implementation of existing programs and services to the territories.

The department has approximately 250 departmental officers. There are also about 120
non-APS employees delivering services primarily to the Indian Ocean territories. The
department maintains about 12 office locations throughout Australia’s regions and territories.
We are in the process of developing a work plan to support the minister in the subcommittee
of cabinet. Some of the programs we will be responsible for either delivering or starting to
ddiver this financial year include, obviously, dection commitments and the wide range of
community infrastructure projects announced by government during the election. Key
components, as | mentioned earlier, are the commitment to regional Australia package,
including the establishment of the regional development policy centre; strengthening the
Regional Development Australia network; and a strengthened northern Australia office. We
will also be working with others around the development of the priority regional
infrastructure program and the regional infrastructure fund earmarked specifically for
Regional Development Australia. The funds announced during the election and post election
announcements will support the infrastructure needs and economic growth of regional
Australia. We will also obviously continue to administer the financial assistance grants, which
have provided significant support to local government over many years. So thank you very
much, Chair.

CHAIR—Thank you, Ms Beauchamp. We have two outcomes in this section of our
hearings. | am just wondering if senators have what we might describe as general questions
before we go to outcome 1. Senator Macdonal d, would you like to lead off?

Senator IAN MACDONALD—Thank you, Ms Beauchamp. Unfortunately, we were
under the impression that this was starting at 11.30, so you got the jump on us. We did not
hear the beginning of your statement.

CHAIR—Senator Macdonald, | might just point out that the guide says 11 o' clock.
Senator IAN MACDONALD—Well, we were told 11.30.

CHAIR—I do not know who told you that. | am just saying that the printed document
which lists the program—the Senate Notice Paper or business of committees paper—has the
department of regional development at 11.00. That isaguide only.

Senator IAN MACDONALD—Yes. Itisaguideonly.
CHAIR—So it isno fault of the officers or no fault of the committee.

Senator IAN MACDONALD—I am not blaming the officers, certainly. | am just
apol ogising that we may have to ask you about things that you have already said.
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CHAIR—I should have asked for this. Would you please provide a copy of your opening
statement to the secretariat?

M s Beauchamp—Indeed. | wasjust going to suggest that | could provide it.

Senator IAN MACDONALD—We are al of a single mind. If you could get severa
copies made, that would—

M s Beauchamp—I have scribbled all over it at the moment, but | will get that tidied up
and get that submitted.

Senator IAN MACDONALD—The sooner you can get it, Ms Beauchamp, the better,
because otherwise we are just going to be asking things that you have already said. Perhaps
we will do that in any case. But with a department that is quite dramatically altered from what
we have ever experienced before, it is going to take a bit of time for the committee to get its
collective head around where the department is. | should also mention for the record that the
senior opposition person in this area is Senator Joyce, who is overseas with the Mary
MacKillop celebrations. So | just place on record his apologies for not being here today. | and
my colleagues will try to fill in some of the work that Senator Joyce would have done.
Starting perhaps on a less happy note, as of today, none of the questions taken on notice at the
last estimates committee hearing have been answered. None; not one.

Ms Beauchamp—My apologies, Senator. We are almost ready to submit those to the
minister this week. It was something that fell through the cracks during the transition to the
new department. We had sought clarification on which committee to provide those answers to
and through which minister. That has now been clarified for us, and we hope to get those up
in the next day or so. So my apologies.

Senator IAN M ACDONALD—Where has Mr Mrdak gone?

M s Beauchamp—Mr Mrdak is still the Secretary of the Department of Infrastructure and
Transport.

Senator IAN MACDONALD—So no work was done on these questions prior to the
election?

M s Beauchamp—They have been almost finalised, yes.

Senator IAN MACDONALD—No. This government is the worst in living memory at
getting answers back to committees. | am not blaming public servants here, because | know,
and we have established at many estimates committees, that the public servants do their work,
submit them to ministers and they languish there in spite of the resolutions of the Senate that
these were to be answered, | think, by 21 July. Now, for those of you who do not know, 21
July is at least a month before the election—it is actually a month before the election—so
there is no excuse for not having the answers prepared by the department. | am sure the
department did it. But just to be clear, can you tell me now how many of the questions were
not submitted by the department to the minister prior to 21 July?

Ms Beauchamp—I| am not in a position to answer on behalf of the Department of
Infrastructure and Transport.

Senator IAN M ACDONAL D—Well, who are you authorised to answer on behalf of ?
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M s Beauchamp—I have taken over responsibility for those questions asked during May
that relate specifically to outcome 3 in the previous department’ s—

Senator IAN M ACDONAL D—Outcome 3 is what?
M s Beauchamp—Isregional devel opment and local government programs.

Senator AN M ACDONAL D—Can you answer my question in relation to those ones for
which you are responsible? As | understand it, ho answers have been received in relation to
those either.

M s Beauchamp—They will be provided to the minister very shortly.

Senator IAN MACDONALD—No. | am asking you many of those questions taken on
notice by the department for which you do have responsibility now were submitted by the
department to the minister prior to 21 July, as directed by the resol ution of the Senate?

Ms Beauchamp—I would have to take that on notice because | am not sure how many
were submitted to the minister. From my understanding in terms of what | have observed,
none of the answers were actually provided to a minister’s office.

Senator IAN MACDONAL D—Ms Beauchamp, unfortunately you may have said this, but
you are the secretary of this new department?

M s Beauchamp—I have been appointed as acting secretary.

Senator |IAN MACDONALD—Acting secretary. Congratulations on the acting
appointment. Where do you hail from in the scheme of things? | am not interested in your
personal life. The question does not relate to your personal life.

M s Beauchamp—I have a broad range of experience and skills. | was previously deputy
secretary in the Department of Prime Minister and Cabinet for 12 months. Prior to that, | was
deputy secretary in Families, Community Services and Indigenous Affairs looking after
community services, families, disabilities, housing functions and a range of functions there.
Prior to that, | worked as a deputy chief executive in the community and housing department
inthe ACT. | have worked in the department of health.

Senator IAN MACDONAL D—That will do. Thank you very much. Several of the acting
secretaries are straight out of PM& C. This is perhaps a question to the minister. | do not want
to offend Ms Beauchamp, but | assume the acting appointments out of PM& C are temporary
fill-ins until a permanent secretary is sought and engaged. Is that it?

Senator Sherry—I do not know. That is the frank and honest answer. Ms Beauchamp may
have some further information to add about the parameters concerning her acting
appointment—Ilikely length et cetera and what the process is. But | do not know, Senator
Macdonald. | would have to take it on notice.

Senator IAN MACDONALD—I do not know how to put this delicately. Are you applying
for the job, Ms Beauchamp?

Senator Sherry—I do not think that is appropriate.
CHAIR—I am not sure if you should really ask that question.
Senator Sherry—I amsure she isfamiliar with the process.
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CHAIR—That, | think, does go to the personal.

Senator IAN MACDONALD—I am sorry if | did not put this delicately. | will pass by. |
am just trying to ascertain whether your role here is a temporary one for a fixed period of
time. Can you tell me that?

M s Beauchamp—I have been appointed indefinitely at this stage. | am quite excited and
privileged to be part of the new department. In terms of my acting role, | will be taking on all
the responsibilities of a secretary proper, in a sense.

Senator IAN MACDONALD—No indication of when an appointment will be made as
secretary?

M s Beauchamp—No.

Senator IAN MACDONAL D—I apologise for this. | did not really want to embarrass you
personally on this. | am just trying to get a better understanding from our point of view on
whether we should start attacking you viciously now or leave that for when the appointment is
made.

M s Beauchamp—Any time.
Senator IAN M ACDONAL D—Start now? Okay.

Senator Sherry—Ms Beauchamp is here. Sheis the responsible officer and sheis prepared
to answer all pertinent questions, asam .

M s Beauchamp—I ndeed.

Senator IAN MACDONALD—So you are going to get me on notice how many of the
questions from the department dealing with regional development, local government and
whatever this area had before for which you are responsible. How many of those questions
were submitted by your department to the minister prior to 21 July, as directed by an order of
the Senate?

M s Beauchamp—Yes. Can | make a clarification? The department did not exist at the time
you are speaking of, so | will be seeking advice from the Department of Infrastructure and
Transport.

Senator IAN MACDONAL D—Buit the regional development el ements of that department
are now in your department?

M s Beauchamp—I ndeed.
Senator IAN M ACDONAL D—AnNd the officers, by and large, are the same?
M s Beauchamp—Yes.

Senator IAN MACDONALD—AnNd you will able to find out from them how many of
them provide—

M s Beauchamp—Were submitted to the previous minister, yes.

Senator IAN MACDONAL D—Minister, do you have any idea why they would not have
been dealt with prior to 21 July, well before the election?
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Senator Sherry—I think Ms Beauchamp has indicated there were issues surrounding the
transition.

Senator IAN MACDONALD—Thisis before the €l ection.

Senator Sherry—I accept that. | am going to get to that. There have been issues around
the transition and the status of the committee et cetera. She has put that on the public record. |
would have to take that on notice as well, Senator Macdonald. Thisisafirst for me. | have not
represented this department at estimates before so | have not been at previous estimates for
the issues that you are raising and where the questions on notice were taken. Otherwise |
might have a greater personal knowledge, but | do not, unfortunately. But | will take it on
notice, as Ms Beauchamp has. | will attempt to ascertain from the ministerial officers why
there has been a delay. | do not believe it is satisfactory that there has been a delay, because |
have sat where you sit. | do not accept your critique that you made earlier that this
government has the worst record. | think if we were to look at the various records, responses
to questions on notice and time frames of each committee over this government and previous
governments, | would not accept that we had been worse than the previous government. But |
will take it on notice, Senator Macdonald, and | will endeavour to find out, as also Ms
Beauchamp has indicated, some specific time frames and reasons for those questions not
having been provided. | do not believe it is satisfactory that the questions have not been
provided, but | do not believe it is reasonable that Ms Beauchamp, given she is a new
appointment—

Senator IAN MACDONALD—That iswhy | asked you, Minister.

Senator Sherry—Yes. But, as | have said, | do not believe that it is appropriate that there
are still answers to questions on notice. | will endeavour to find out why. As Ms Beauchamp
has indicated, she is looking at the next couple of days for a response for those areas that this
department has responsibility for.

Senator IAN MACDONALD—W4dll, thank you, Minister. You agree with me, then, that it
is entirdy unacceptable that this government should finish its last term and start this term with
211 questions asked in the area of Infrastructure, Transport, Regional Development and Local
Government and, of those 211 questions asked, not one—that is, zero—has been answered to
this committee. Similarly, in Agriculture, Fisheries and Forestry, 158 questions were asked.
The sum total responded to was zero.

Senator Sherry—Notwithstanding the fact that there have been issues around the el ection,
the formation of government and the creation of new departments. Notwithstanding those
issues, which | would argue—

Senator IAN MACDONALD—Minister, these were to be answered by 21 July, which
you would know is a month before the eection.

Senator Sherry—Senator Macdonald, just let me finish my answer. If you want to follow
up—fine—but | had not finished my answer.

Senator IAN MACDONAL D—Do not use excuses about elections when these were to be
answered well before the e ection.

Senator Sherry—Senator Macdonald, | had not finished my answer.
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Senator IAN MACDONAL D—BUut you are excusing it because of the election. | am not
interested in the eection. This should have been done well before the e ection.

Senator Sherry—Senator Macdonald, if you just waited until | finished the answer, you
may well be satisfied.

Senator IAN MACDONALD—WedI, makeit rel evant.

CHAIR—Excuse me, Senators. If for no other reason than for the Hansard reportersto be
ableto take all of it down, it isimportant that senators do not try and talk over the top of each
other and that they allow questions to be asked and answers to be given.

Senator IAN MACDONALD—Thank you for your ruling. The only problem, Chair is
that we are getting answers that are not relevant to the question.

CHAIR—WEI, then, Senator, you can raise a point of order about relevance. But let us at
least not get into a situation across the table where senators are trying to talk over each other. |
cannot hear and neither can, | think, Hansard or, indeed, the witnesses.

Senator Sherry—Thank you, Chair. Notwithstanding the issues that | have touched on, |
think, twice, Senator Macdonald, | do not believe it is satisfactory. | have already said that. |
do not believe that the delay is satisfactory. | do not believe it is appropriate. | have sat where
you sit. | believe that the answers should have been provided.

Senator IAN MACDONALD—Thank you, Minister. It just means that we will have to
now go back through a lot of the questions we did ask five months ago and about which we
have anxiously been awaiting answers. | am told that the answers are at hand. So unless they
can be delivered to usin the next hour, we can ask them now in the confident knowledge that
we will get answers today because the answers are at hand. So we will come back to those
later. First of all, | am just curious as to why the Department of Regional Australia, Regional
Deveopment and Local Government has been moved to Prime Minister and Cabinet. As an
outsider, it suggests that the Prime Minister has no confidence in those she has appointed to
deal with this area. But perhaps there is ancther explanation.

Senator Sherry—Well, that is a decision for the government of the day. The government
of the day makes that decision, not the department itself.

Senator IAN MACDONALD—WeI, | amlooking at you, Minister. | think you are part of
the government.

Senator Sherry—Exactly. Just give me a chance to finish my answers, Senator
Macdonald. You keep intervening.

Senator IAN MACDONAL D—Because you keep misinterpreting the question. | was not
asking Ms Beauchamp. | was asking you.

Senator Sherry—Well, you did not say that.

Senator IAN MACDONAL D—Well, all the questions go to you, Minister. You have been
here long enough to know that.

CHAIR—Order! The questions are properly ones for the minister to answer on this
occasion with regard to this issue because we had this same discussion yesterday with regard
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to other changes with the Department of the Prime Minister and Cabinet. It is clear that they
are not questions that can be directed or should be directed at the officers.

Senator IAN M ACDONAL D—AnNd they were not.

CHAIR—WEI, they were initially, but | do not want to go over that ground. | am just
saying that it is not always clear. And invariably questions are being directed to officers to
answer. | think on this occasion it is certainly clear that the minister is the appropriate person
or the only person at the table who isin a position to respond.

Senator Sherry—Thank you, Chair, again. As | say, it was a decision of the Prime
Minister. | do not agree with the assertion in your question, which you have claimed would
indicate a lack of confidence in my colleague Mr Crean. What | would argue is that, to the
contrary, it shows a renewed and added focus by this government on the issues of regional
Australia. Beyond that, | am happy to take your question on notice and see if Minister Crean
can add anything further.

Senator IAN MACDONALD—Minister, you cannot give us any indication. It is rather
unusual—I cannot recall it in my 20 years here—where regional matters under whichever
department it is have come in under the umbrella of Prime Minister and Cabinet. You cannot
in any way enlighten us as to why that might be?

Senator Sherry—I have enlightened you, Senator Macdonald. | have indicated what |
think is a reasonable conclusion—that it would indicate the renewed focus of this government
and the more important focus of this government and of the Prime Minister in particular,
together with the appointment of my colleague in the other place Mr Crean and emphasis on
regional issues affecting regional Australia. Beyond that, | will take it on notice. If there is
anything further to add from the minister, we will come back to you.

Senator IAN MACDONAL D—So what part will the Prime Minister play in the oversight
of this department, as you have just mentioned?

Senator Sherry—Well, the officers may be able to explain or may want to go to any
admini strative arrangements that to date have been entered into between the minister—in this
case, Mr Crean—and the Prime Minister’s office. Beyond that, | will take on notice your
guestion to the minister, Mr Crean. But the officers may have something to add on the
arrangements between the department and PM&C.

M s Beauchamp—Obviously the Prime Minister announced as part of the administrative
arrangement orders where the department would sit. There certainly was a commitment to the
independent members of parliament that there would be a coordinating area in the PM’s
portfolio and where we as a department are part of that. We have very close relations with the
Department of Prime Minister and Cabinet and we work through our office to ensure that we
do keep the Prime Minister’s office and others informed. So, in a senseg, it is a very good
position to be in in terms of the Prime Minister’'s portfolio. The Prime Minister is also
involved on the subcommittee of cabinet aswell.

Senator IAN M ACDONALD—What subcommittee of cabinet?

Ms Beauchamp—The regional Australia and regional development subcommittee of
cabinet.
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Senator IAN M ACDONAL D—Does she chair that?

Ms Beauchamp—No. Minister Crean chairs that. So, in a sense, it is also bringing
together a range of ministers and parliamentary secretaries to support Minister Crean and the
Prime Minister in this certainly renewed focus on regional Australia.

Senator IAN MACDONALD—Who isin the subcommittee?

M s Beauchamp—I am pretty sure there are about 14 ministers.

Senator IAN M ACDONAL D—Fourteen ministers and parliamentary secretaries?
M s Beauchamp—Fourteen cabinet ministers.

Senator IAN M ACDONAL D—How many in the cabinet?

Senator Sherry—~Perhaps we will get alist. Do we have a list available?

Senator IAN MACDONAL D—That would be very helpful. In answering my guestion to
the minister, you mentioned an office of coordination in the Prime Minister’s department. Is
that right?

M s Beauchamp—There was a commitment to a coordinating unit within the Department
of Prime Minister and Cabinet.

Senator IAN M ACDONAL D—Can you explain that?

Ms Beauchamp—It was a commitment in the agreement. We are, in a sense, a
coordinating portfolio.

Senator IAN MACDONALD—So you are the coordinating unit that the Prime Minister
promised the Independents that she would havein her department?

Ms Beauchamp—I think we could be seen as reflecting that commitment in the
agreement. We also work very closely with the Department of Prime Minister and Cabinet.

Senator IAN MACDONAL D—So isthere a coordinating unit within the Prime Minister’s
department?

Ms Beauchamp—I think we would see ourselves as the coordinating department within
the Prime Minister’s portfolio, which is probably more than—

Senator IAN MACDONALD—Ms Beauchamp, ‘you would see yourself’ is an opinion
from you, the way you are saying that—'We would see ourselves as this'. What | am really
asking you: is there in the department of Prime Minister a unit called the coordinating unit for
rural and regional affairs and regional development, or whatever name it might be given, that
was created in response to the agreement with the two Independents?

M s Beauchamp—I do not think it has been badged as that at this stage. There are certainly
people that we work closely with who have been given responsibility to assist us in the
establishment and ongoing functions of the department, yes.

Senator IAN M ACDONAL D—So the unit has not yet been established?

M s Beauchamp—I do not think the unit itself has been established, but there are certainly
officersin the Department of Prime Minister and Cabinet who are assisting us with our role.
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Senator IAN MACDONALD—I appreciate that perhaps these questions should go to the
Department of Prime Minister and Cabinet but, as | understand, that is what this estimates
committee hearing is about, because we are now in the estimates dealing with Prime Minister
and Cabinet.

Senator Sherry—Yes. But we are not in the area dealing with Prime Minister and Cabinet.
We are in the area dealing with the Department of Regional Australia, Regional Devel opment
and L ocal Government.

Senator IAN MACDONAL D—Ms Beauchamp has been very helpful in saying that there
has not yet been established the coordinating unit that was promised by the Prime Minister to
the two rural Independents. But M's Beauchamp sees herself and her department as being a bit
of a coordinating unit. Isthat correct?

Ms Beauchamp—I would definitely see that part of the department’s role is a policy
coordination role around regional Australia.

Senator IAN MACDONALD—So this subcommittee of cabinet involves 14 cabinet
ministers?

M s Beauchamp—Correct.

Senator IAN MACDONAL D—AII of whom have something in their portfolios to do with
rural and regional Australia, | take it. Isthat theidea?

M s Beauchamp—What the government has brought together is a number of ministers who
can assist Minister Crean and the Prime Minister in terms of the commitments to regional
Australia, yes.

Senator IAN MACDONALD—I want to understand this. | assume, for example, the
health minister would have responsibility for a country hospital, perhaps, to provide services
to country people. That person would be involved in this subcommittee?

M s Beauchamp—Correct.

Senator IAN MACDONALD—AnNd then your department will coordinate the rural
aspects of the health department with the rural aspects of the Treasury?

Ms Beauchamp—We will work closely with a range of other departments. Obviously
there are roles and responsibilities and definitely accountabilities that other departments and
other ministers have. Our role is looking to make sure that, from a whole-of—government
perspective, there is much more integration and coordination across government for regional
Australia.

Senator IAN MACDONALD—So who is the adjudicator? If there happens to be a
dispute between Treasury and Health, continuing my examples, on something that happens in
rural Australia, who is the boss? Is it the rural and regional minister, Mr Crean? Is it the
Treasurer, Mr Swan? Is it the health minister?

Ms Beauchamp—Like any other issues, they get sorted out at both departmental and
ministerial level.

Senator Sherry—It is not an unusual arrangement, Senator Macdonald. With my other
hats on as Minister for Small Business and the Minister Assisting on Deregulation, for
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example, the areas of my department concerned with those two sets of issues has an input into
policy in awide range of other government departments. Ultimately if there is a difference of
view, the ministers do sort it out.

Senator IAN MACDONAL D—So are you a substantive department in your own right? |
think you said in your statement, which unfortunately | missed half of—and we have not yet
got, as | understand—that Minister Crean does have direct responsibility for some things.
Does he? Can you repeat what they are?

M s Beauchamp—We are a department of state, as required, with certain obligations under
the Financial Management Act and the like. So we are a separate department reporting to
Minister Crean.

Senator IAN MACDONAL D—In the past—and we will come on to this in some detail
later—there were other ministers in the area directly responsible. Perhaps | should be asking
this to the minister. Why have the interests of rural and regional Australia, one might say, been
downgraded with the appointment of one minister in this portfolio area?

Senator Sherry—I do not accept your description or, as | indicated earlier, your assertion,
claims or statement surrounding your question. | do not accept your claim that it is a
downgrade. Infact, | would argue to the contrary that the appoi ntment of—

Senator IAN MACDONALD—Well, we would not need to argue if you would answer
guestions, Minister.

Senator Sherry—Wall, if you are going to make assertions and palitical claims as part of a
question—

Senator IAN MACDONAL D—Let me be abit more precise. Previoudy there was—
CHAIR—Order! Senators—
Senator IAN M ACDONAL D—Look, Mr Chairman—

CHAIR—Excuse me, this is the point | am trying to make. It is not only contrary to
standing orders; as | said, it isimpossible for people to follow this if people keep interjecting
and interrupting and talking over the top of each other.

Senator IAN MACDONALD—If need be, | will take a point of order. We have a very
limited time for this portfolio. It is a brand new portfolio with a lot of new things happening.
With respect to the minister—I will not accuse him of obfuscating—we are having very
lengthy answers about things that are not asked in the questions. | intend to interrupt the
minister where he is not being relevant to these areas because time is limited. Perhaps, Mr
Chairman, you might be able to encourage the minister to stay on point so that we can get
through what is clearly going to be a very lengthy information session.

CHAIR—Thank you, Senator Macdonald. If you wish to take a point of order at any time,
you are entitled to do so. Of coursg, it is also contrary to the standing orders to continue to
take repetitious points of order which have no validity. | think we were at a point where the
minister was responding to a question.

Senator Sherry—Firstly, | do not think any examination of the record would show that my
answers have been in any way lengthy. Secondly, Senator Macdonald, | am happy to answer
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guestions that you put. If you—and you have not had me as a minister, as | recall, in other
committees in the preceding three years—put a political point as part of a question and you
make the assertion or claim of a downgrade, | will respond to that because it is part of the
question. But | have nothing further to add to your question, Senator Macdonald.

Senator IAN MACDONALD—Minister, previously there was a cabinet minister and a
parliamentary secretary in this area of governance. Now there is a cabinet minister. Do you
consider that a downgrading?

Senator Sherry—No, | do not. Yes, there is a cabinet minister and, yes, there is a very
good cabinet minister who has a very long record across a range of portfolios, including a
range of policy areas, such as agriculture, fishing et cetera. | regard it as a very strong
appointment and an appropriate appoi ntment.

Senator IAN MACDONALD—Why was there no parliamentary secretary appointed to
this department as there was previously?

Senator Sherry—Firstly, it isa matter for the Prime Minister. Secondly, if it is a matter for
the Prime Minister, as much as | can take that on notice and Minister Crean can provide a
response, | will, but it would be a matter for the PM& C estimates, not for Minister Crean’s
estimates. But | will take it on notice and seeif he can add anything.

CHAIR—Excuse me, | was actually going to make the point—obvioudy we allow alot of
latitude—that questions that relate to positions of the Prime Minister | would think would
have been brought up during the Prime Minister and Cabinet estimates yesterday.

Senator IAN MACDONAL D—Thank you, Chair. | have already made that point myself
previoudy. But | am trying to understand who this department responds to and why the
arrangements are there. Let me ask the minister: a number of areas coming from the former
Department of Infrastructure and Transport were dealt with by a cabinet minister and a
parliamentary secretary. Isit correct now that one minister will deal with all of them without
any direct ministerial assistance in the portfolio?

Senator Sherry—No, it is not correct. In fact, just talking to Ms Beauchamp, there are a
number of parliamentary secretaries and other ministers who will be reporting to and
supporting Minister Crean. We will be happy to provide a list. We are just getting that
prepared for you at the moment.

Senator IAN M ACDONAL D—Perhaps Ms Beauchamp can tell me just afew of them so
| can get the idea of what you are talking about.

Ms Beauchamp—We have Gary Gray in Western Australia, Warren Snowdon in the
Northern Territory, Jan McL ucas in Queensland.

Senator IAN MACDONALD—They are reporting to them in a ministerial capacity?

Ms Beauchamp—These are supporting the minister, not reporting to. In terms of your
earlier question, | think you said, ‘Did the minister have full responsibility for some of the
programs that were transferred?

Senator IAN MACDONALD—Yes.
M s Beauchamp—Indeed, he has full responsibility.
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Senator IAN MACDONALD—I thought you said you would be reporting to other
ministers. You are not. Are you only reporting to Minister Crean?

M s Beauchamp—I will be reporting to Minister Crean, yes. But he has arange—

Senator IAN MACDONALD—He will be assisted by which other ministers? Not by
name but by portfolio. Are you being assisted by these other ministers as individuals or as
ministersin a particular portfolio?

M s Beauchamp—A number of ministers and parliamentary secretaries have been assigned
to support Minister Crean’'s agenda around regional Australia. They have not got formal
responsibilities that other ministers and parliamentary secretaries have.

Senator IAN MACDONALD—So how does that differ from backbenchers who will be
supporting the minister? Am | missing something here?

M s Beauchamp—I am not sure what the question is.

Senator IAN MACDONALD—These other people you mentioned are not supporting

Minister Crean in the fact of their ministerial portfolio but in the fact, | assume from the
people you did mention, of where they come from?

Ms Beauchamp—I think certainly their expertise and eyes and ears on the ground in
particular states isimportant to feed back through the minister.

Senator IAN MACDONAL D—But that applies to backbenchers as well, doesit not?

Senator Sherry—There is a difference between a backbencher and a parliamentary
secretary to the minister, which | am sure you know. There are a number allocated. We will
get you the full list. There are a number of allocated ministers and/or parliamentary secretaries
throughout regional Australia who have specific reporting to Minister Crean.

Senator IAN MACDONALD—So how will that occur? Is there going to be a regular
meeting first thing Monday morning or last thing Friday arvo or is it just going to be, ‘We'll
bump into him at question time and tell him a few things? What is the process for that?

M s Beauchamp—I understand Minister Crean is meeting with the group shortly, possibly
this week, to talk about the process and how they might be involved. But already some of the
ministers and parliamentary secretaries have been out there to various consultation meetings
and the like and obviously are feeding input back through the minister’s office.

Senator IAN MACDONALD—So we have a group of cabinet ministers, including the
Prime Minister, who are associating with what we would call regional Australia?

Senator Sherry—That is a cabinet subcommittee.

Senator IAN MACDONALD—AnNd there is a group of other ministers and parliamentary
secretaries who are also involved?

M s Beauchamp—Who are supporting Minister Crean.

Senator IAN MACDONALD—Let me chance my hand at this. Is a group of
backbenchers also going to be reporting?

Senator ADAM S—And independents?
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Senator IAN MACDONAL D—Very good. As my colleague Senator Adams quite rightly
says, perhaps a group of independents as well. |s there some formality about that?

Ms Beauchamp—I am not aware of the formalities in terms of what happens at the
political end around backbenchers.

Senator Sherry—We have a caucus committee that has responsibility and oversight of the
regional issues amongst its remit. But | would have to take that on notice and provide you
with aresponse as to the details. That would meet regularly with ministers, including Minister
Crean, in respect of his responsibilities for regional Australia. Obviously Ms Beauchamp
would not be aware of those, but | am happy to take it on notice and ask Minister Crean to
provide a response on those relationships. | can tell you Minister Gray from WA,
Parliamentary Secretary Farrell of South Australia, King in Victoria, my colleague Julie
Cdllins from Tasmania, Elliott in New South Wales, Snowdon in the Northern Territory,
McLucas in Queensdand and Lundy in the ACT. They are the nominated parliamentary
secretaries and/or ministers. My adviceis that there are regular meetings every sitting week of
those individuals with the minister.

Senator AN MACDONAL D—There has been some confusion, particularly in the north,
| might say, because on the day of the appointments Senator M cL ucas announced to the world
that she was the parliamentary secretary for Northern Australia. The list came out the next day
and clearly she is not in the list as that. Can | just confirm that she is not parliamentary
secretary for Northern Australia, replacing Mr Gray, who had the gig previously?

Ms Foster—My understanding is that Parliamentary Secretary MclLucas is the
parliamentary secretary for regional development in Queensland.

Senator IAN MACDONAL D—That does not appear on the list of appointments issued by
the Prime Minister’s office.

M s Foster—Thisisin a supporting role, Senator, that Ms Beauchamp was describing.

Senator Sherry—Firstly, Senator Macdonald, these issues of responsibilities and title et
cetera really should go to PM&C. | am listed as the Minister for Small Business. | am not
listed as the minister assisting, for example, on deregulation. That set of responsibilities was

passed to me after the announcement of ministerial arrangements by the Prime Minister by
administrative order. It is not an unusual set of circumstances.

Senator IAN MACDONALD—So is there an administrative order for Senator McLucas
aswdl?

Senator Sherry—Wadll, | do not know. There would be administrative orders for her in her
parliamentary secretary capacity. But if you want—

Senator IAN MACDONALD—NOo, for the Northern Australian gig.

M s Beauchamp—No, there are not. They are not part of the administrative arrangement
orders. They have been assigned as supporting Minister Creaninthisrole.

Senator IAN M ACDONAL D—Assigned by the Prime Minister?
M s Beauchamp—I ndeed.
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Senator Sherry—So the eight people that | read out—ministers and parliamentary
secretaries, as | said—meet every sitting week with Minister Crean to provide input into
issues concerning regional Australia.

Senator IAN MACDONAL D—Thanks, Minister. Will the department support that group?
Will you provide secretarial services and note taking?

M s Beauchamp—We have not yet put in place processes to support that group. | think, if
we were to do engagement well across Australia and support the government, we would be
required to provide some sort of support, and that has not yet been determined.

Senator IAN MACDONAL D—Are you supporting the cabinet subcommittee in that role,
or isPM&C doing that?

M s Beauchamp—The Department of Prime Minister and Cabinet has certain obligations
under the cabinet processes to support Minister Crean in that role.

Senator IAN MACDONALD—I will ask my question again. Will you be supporting the
cabinet subcommittee?

Ms Beauchamp—The Department of Prime Minister and Cabinet supports the logistics
around note taking. Of course, in my acting role | would be supporting the minister in any
way | possibly could interms of bringing the department’s point of view to that role.

Senator IAN MACDONALD—Yes. But you are not administering the subcommittee.
That isPM&C?

M s Beauchamp—Correct.

Senator IAN MACDONALD—A simple question, a simple answer. Will the yet to be
formed coordinating unit be your responsibility or will that be PM& C's?

M s Beauchamp—I think that would be the Department of Prime Minister and Cabinet.

Senator IAN MACDONALD—We now have your statement. You might help me with it
rather than have me waste time reading through it. What are the overall budgetary
implications of the new department? Where are you getting your money from? Where is it
coming from?

Ms Beauchamp—As | mentioned in the opening statement, and | have a dot point there,
functions were transferred from the Department of Infrastructure and Transport; they are both
administered functions and departmental resources. Functions were also transferred from the
Attorney-General’s Department around supporting and providing services to the territories.
For 2010-11, from the budget papers it is very clear that overall the department will have
responsibility for administered funds amounting to some $2.3 billion. That is primarily in the
administered programs coming from the Department of Infrastructure and Transport. The
departmental resources transferred so far are in the order of $25 million. As you would
appreciate, with any machinery of government changes, the transfer of departmental resources
takes some time to nut through and finalise when you are looking at both the transfer of direct
functions and corporate overheads and the like. We are still working through those elements
in a very cooperative way with the Department of Infrastructure and Transport and the
Attorney-General’s Department.
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Senator IAN MACDONALD—So Mr Crean is now the minister for territories, so to
speak?

M s Beauchamp—Yes.

Senator IAN MACDONAL D—Does that appear in histitle?

M s Beauchamp—The Minister for Regional Australia, Regional Development and Local
Government covers arange of functions.

Senator IAN MACDONALD— Territories' is not mentioned, but he is now the territories
minister aswell?

M s Beauchamp—He will be responsible for the support of the administered program that
was transferred from the Attorney-General’s Department, and that program is called Services
to Territories.

Senator IAN MACDONALD—I might just mention in passing that | think that is a far
more sensible place for it to be than in Attorney-General’s, but that is an opinion in passing.
Have you provided—if not, can you provide—the staffing levels for SES and non-SES
officersin the new department?

M s Beauchamp—We are a very lean department at the moment in terms of SES officers.
We have transferred about 250 departmental officers from the giving departments. We have
120 non-APS employees. In terms of the break-up of senior executive service officers and
other officers, | will take that on notice rather than read through exactly what SES
complement we have on board. At the moment, | am seconding people from other agencies to
assist in establishing the department and building our capacity. Some secretaries have been
very generousin providing SES and other officers on loan in some instances and, in others, on
secondment.

Senator IAN M ACDONAL D—When do you hope to have all thesein place?
M s Beauchamp—The structure of the department?
Senator IAN MACDONAL D—Yes, and your officers placed in those structures.

Ms Beauchamp—I hope to have that sorted out in the next few months. As | say, the
machinery of government processes do take some time to sort through both from a staffing
point of view and, probably more importantly for me, from a resources point of view.
Obviously | need to make sure that | can provide a staffing structure within the department
that we can afford.

Senator IAN MACDONAL D—So you can afford it within the budget that you have been
allocated?

M s Beauchamp—That is correct.

Senator IAN MACDONALD—What budget have you been allocated for the balance of
the financial year asan overall department?

M s Beauchamp—I am sorry, Senator, | will have to take the detail of that on notice and
provide further detail, as we are ill going through the transfer of those departmental
resources. At the moment there has been an initial transfer of around $25 million so we can
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operate as a department, so we can enter into contracts and so we can take people on and do
the things that you can do legally. But | will be in negotiations with the secretary of Attorney-
General’s, and Infrastructure and Transport to finalise those resources coming across.

Senator IAN MACDONALD—So you do not have an overall budget for the next nine
months at this stage?

M s Beauchamp—I have a pretty good indication of what the annual budget is.
Senator IAN MACDONALD—What isthat?

M s Beauchamp—Around $25 million. What | need to find out is how much of that has
been expended before | appoint any other—

Senator IAN M ACDONAL D—So that is to run the department, isit?
M s Beauchamp—Yes, itis.

Senator IAN MACDONALD—AnNd then you said earlier you would be administering
programs of $2.3 billion, you understood?

M s Beauchamp—That is correct.

Senator IAN MACDONALD—Or thereabouts. You have 250 APS employees, SES and
non-SES, and 120 non-APS. Can you just explain that.

Ms Beauchamp—In terms of supporting the Territories Division, there is a range, and
quite a large number—120—of non-APS staff that are providing primarily administrative and
logistical and service support to the Indian Ocean territories.

Senator IAN MACDONALD—So these are school teachers and doctors and those sorts
of things?
M s Beauchamp—Exactly, yes.

Senator IAN MACDONALD—So we will ask you in the future about the Indian Ocean
territories?

M s Beauchamp—Yes.
Senator IAN M ACDONAL D—What do you know about immigration and detention?
M s Beauchamp—Sorry, is that a question?

Senator IAN MACDONALD—WEel, | am just alerting you to the fact that you might get
some questions for as long as the government lasts, which may not be very long.

CHAIR—Isthere anything specific in your question, Senator Macdonal d?

Senator IAN MACDONALD—I am diverting, because we clearly have no questions for
the territories section of your department. | am diverting to that. How are the arrangements
going with Western Australia to take over the services of the Indian Ocean territories? | know
they supply most of the teachers and doctors, but, as | understand it, there was some move to
more formally move the territories services to Western Australia. Is that progressing at all?

Ms Beauchamp—I will have to ask one of the other officers here responsible for that
division to provide an answer.
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Senator IAN MACDONALD—When you identify yourself, can you tell us where you
have come from as well.

Mr Yates—Certainly, Senator. | am the first assistant secretary of the territories division. |
came into that specific role in March this year whilst | was in the Attorney-General’s
Department. Prior to that, | was the assistant secretary of territories west, which includes the
Christmas and the Cocos (Kedling) Idlands. So in terms of your question about Western
Australia, the arrangements that have been in place for a considerable period of time are that
we purchase a wide range of services off the Western Australian government through 40
service ddlivery arrangements, where they deliver service essentially to the same standard as
what is done in remote Western Australia. At this stage, from the Commonwealth’'s
perspective, there are no discussions regarding the Indian Ocean territories going into Western
Australia. On that point, | note there are some constitutional steps that would have to be taken
before any adjustment of state boundaries. We have had no formal communication from
Western Australia regarding any change. All the discussions that we have had with them
indicate a high level of satisfaction with the current arrangements.

Senator IAN MACDONALD—I supposeit is a bit early to ask you whether that is a goal
of the minister to more formally transfer—

Mr Yates—That would be a matter for the government.

Senator Sherry—And we will take that on notice for the minister.

Senator IAN MACDONALD—It is probably a bit early. Sorry, that isall | really wanted.
CHAIR—That isall on general questions?

Senator AN MACDONALD—It is more specifically to the territories area of the
portfolio, which | do not think appears on your list either, Minister.

CHAIR—I want to clarify that we are still on general questions. We have not formally
gone to outcome 1. Senator Siewert has indicated that she has a couple of questions, but it isa
case of letting her know when it is appropriate. They are related to outcomes, as distinct from
general questions.

Senator ADAM S—Mine are too.
CHAIR—Can wejust finish off any general questions and then proceed to outcome 1.

Senator |IAN MACDONALD—Is there a specia item for the priority regional
infrastructure program later in the next two hours, or should | deal with that in general
questions?

Ms Beauchamp—You could deal with that in general questions because it probably has
not been allocated to a particular outcome under the portfolio budget statements from last
year.

Senator IAN M ACDONAL D—Are you saying we should deal with that now?
M s Beauchamp—Yes.
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Senator IAN MACDONALD—Well, that succeeds, as | understand, the current regional
and local community infrastructure program from July next year. Can you tell us whether it
will be applications based or direct allocations of funding provided to each council ?

M s Beauchamp—We are still working through the process now and have not yet provided
any advice to the minister on how to proceed. So we are just working through those options
internally.

Senator IAN MACDONALD—The priority regional infrastructure program was a
commitment of the government at the el ection, was it not?

M s Beauchamp—I think it was a commitment during the post el ection period.
Senator |AN M ACDONAL D—So someone must have some idea what it involves.

M s Beauchamp—It will be providing for regional Australia, and we will be administering
that. As | mentioned, we are developing a process for expending those funds from next year.

Senator IAN MACDONAL D—You have $800 million of your $2.4 billion set aside for
that. Isthat correct?

M s Beauchamp—The government is looking and has earmarked funds for that purpose.
Senator IAN MACDONAL D—Well, what funds? How much in funds?

M s Beauchamp—Which particular fund?

Senator IAN M ACDONALD—The priority regional infrastructure program.

Ms Beauchamp—The government made a number of commitments with the agreement
around the commitment to regional Australia with the Independent members of parliament
and provided details around the priority regional infrastructure program. It spoke about
investing $800 million. The program will operate over five years after the conclusion of the
current regional local community infrastructure program, which you are very familiar with.
The program will fund priority infrastructure projects as identified by local communities.
Eligible projects will include transport infrastructure projects; community infrastructure
projects, such as town halls and community centres; and economic infrastructure projects.

Senator IAN MACDONALD—You have been allocated that $800 million over the next
five years. So on average it is $160 million a year for five years?

Ms Beauchamp—We are till going through the formal budget process, as you would
appreciate, based on dection commitments and these post e ection commitments. These sorts
of things will be sorted through the budget process, so | am not in a position to provide you
with detailed comments on the phasing of those dollars.

Senator IAN MACDONALD—Do we have an item today on the program that is
replacing the regional and local community infrastructure program, or should | ask you now
how much funding has been provided so far? If you do not have this, can you give me a year-
to-year breakdown since that program has been going?

M s Beauchamp—For the regional local community infrastructure program?
Senator IAN MACDONALD—Yes.
M s Beauchamp—Yes. That isin outcome 1, | think.
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Senator IAN MACDONALD—I shall come back to that. | diverted myself a bit when we
were talking about all these committees helping Mr Crean. Perhaps | should ask you this,
Minister. What is the arrangement with the two rural Independents who have guaranteed the
government its life? Is there some formal process for them to meet regularly or irregularly?

Senator Sherry—It isthe Prime Minister.

Senator IAN MACDONALD—So the Prime Minister but not the minister, Minister
Crean?

Senator Sherry—I will take it on notice the extent to which the minister will be meeting
with the Independents. | am sure it will be regular. But | do not have a brief about how
regular. As for the agreement with the Independents, it is for regular meetings with the Prime
Minister.

Senator IAN MACDONAL D—With the Prime Minister?

Senator Sherry—That iswhat the document goes to.

Ms Beauchamp—If | can just confirm that. It has been formalised in the agreement that
certainly Minister Crean would meet with the Independents on aregular basis.

Senator IAN M ACDONALD—ANd does that include Mr Katter as well as the other two?

M s Beauchamp—I am not aware that Mr Katter has a process of formal meetings with the
government.

Senator Sherry—He was not party to that document. But | will take it on notice whether
Minister Crean has any process with Mr Katter. But | have no indication and no briefing on
that.

Senator IAN MACDONAL D—With the two New South Wales | ndependents—and | have
glanced at the agreement—is there a schedule of spending for the electorates of those two, the
member for New England and the member for Lyne? Do you have anywhere within the
department’s files a schedule of what money is going to be spent in their individual
electorates over the period of the government or any other period?

M s Beauchamp—I am not aware of that work having been undertaken, no. | would have
to take that on notice to see what commitments—you have asked beyond commitments—or
expenditure is likely to occur within those el ectorates.

Senator IAN MACDONALD—Minister, you might take on notice, if you would, the
justification for certain allocations for two electorates. | assume, but correct me if | am wrong,
thereisalack of commitment necessarily to other electoratesin rural and regional Australia.

Senator Sherry—I just want to clarify your question. Effectively, you are obviously
wanting an electorate breakdown for the two electorates just as they relate to this department?

Senator IAN MACDONALD—Yes. Well, | really cannot ask for other departments.
Senator Sherry—Yes. That isright.
Senator IAN MACDONALD—BLut in this department, yes.
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Senator Sherry—But by dealing with the second part of your question vis-a-vis other
electorates, there would have to be an examination of other regional electorates to give the
comparison, presumably.

Senator IAN MACDONAL D—Wel, my question really relates to how a government can
make commitments to two particular electorates and not to other electorates. What is the
policy rationale for that apart from power?

Senator Sherry—Well, there is an agreement with those two Independents, just as your
leader offered $1 billion to Mr Wilkie for the hospital in Hobart, as| recall. Offers were made
and acceptance was entered into.

Senator IAN M ACDONAL D—I think that is speculation.

Senator Sherry—But there was a negotiation. There was a conclusion, and the conclusion
reached in this case that we are talking about is that which has been published.

CHAIR—Excuse me, Minister, | seem to recall that there was an agreement between the
former Prime Minister or former government and Senator Harradine regarding the proceeds of
the sale of Telstra and particular expenditure for Tasmania.

Senator BACK —It isbasically what mendicant states do, isn't it, Chairman?
Senator Sherry—\What was that description of Tasmania?

Senator BACK—Mendicant.

Senator Sherry—Outrageous! | am outraged, as a Tasmanian senator.

Senator BACK —I appreciate your spirited defence of that state, Senator Sherry.

Senator Sherry—I observe, in passing, that Senator Harradine was a Tasmanian senator.
Frankly, | am proud of the role that Tasmanian senators play from all political persuasions. |
am sure Senator Abetz, as the opposition Senate |eader, would not appreciate that description.

CHAIR—It isnot unusual, isit?

Senator Sherry—I am sure he would not appreciate that description.
Senator IAN M ACDONAL D—We are wasting valuable time.
Senator BACK—We are, yes. | apologise.

Senator Sherry—Senator Back should not have made that highly provocative comment
about Tasmania.

Senator BACK —Highly provocative, however true.
Senator Sherry—I will make sureit is on the front page of the Mercury tomorrow.
Senator BACK —Wonderful.

Senator IAN MACDONAL D—Senator Back, next time you do it, include Queensland as
one of the states that was supporting the rest of Australia.

Senator BACK —I was about to, but | knew you would, Senator Macdonald.

Senator IAN MACDONALD—I have a series of questions about the priority regional
infrastructure program, but | take it from your last answer you cannot give me any detail
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about that. For example, have any projects been allocated funding over that to-be-structured
priority regional infrastructure program?

M s Beauchamp—Sorry, Senator, | did mention previously that we do need to go through a
formal budget process, and we are currently doing that inside government.

Senator IAN MACDONALD—Yes, but if you can answer my questions, there is no point
in me asking you detailed questions about projects that have received funding because
nothing has received funding because you have not set it up yet?

M s Beauchamp—The government has made a commitment for that fund to start some
timein the future, and that will be subject to a budget process.

Senator IAN MACDONALD—Has the government made any commitments for
expenditure from that fund, even though it is not set up?

M s Beauchamp—I am not aware of any.

Senator IAN M ACDONALD—Not for the el ectorates of Lyne and New England?
M s Beauchamp—Out of that particular fund?

Senator IAN MACDONALD—Yes.

M s Beauchamp—I will have to take that on notice, Senator.

Senator IAN MACDONAL D—Thank you. There were a number of election promises, if
| can call them that broadly, made by the government. Does the department have a list of
those promises that are relevant to your department and will have to be funded by your
department?

M s Beauchamp—Again, Senator, we are in the process of confirming and costing those
election commitments. They will be considered in the budget process. So at the moment we
are putting together work internally as part of that.

Senator IAN MACDONALD—Have digibility criteria yet been determined for that
program?

Ms Beauchamp—No. As | mentioned, we will be working through those guidelines—
digibility, processes—and providing advice to the minister accordingly.

Senator IAN MACDONAL D—Have you yet determined how the word ‘regional’ will be
defined with regard to the priority regional infrastructure program?

M s Beauchamp—The definition of ‘region’ Minister Crean has spoken about on a number
of occasions. In terms of the agreement, it is very clear that with the definition of ‘region’ we
are taking a very broad view. But in terms of the actual agreement, in negotiating the
commitment to regional Australia, of which this element is a part, regional Australia was
defined as all areas outside of the six mgjor capitals. But obviously Minister Crean has spoken
about regions as communities of interest focused on achieving sustainable development.
Obvioudly this is something that we will be taking forward in the context of the agreement.

Senator IAN MACDONALD—Thank you, Ms Beauchamp. Let me be more specific.
Will projects in capital cities be digible for funding under the priority regional infrastructure
program?
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Ms Beauchamp—All of those things will be determined in the course of the budget
process, so | am not in a position to provide a specific answer other than say regions cover all
of Australia. We support 55 regional development authority committee areas, for example,
that do cover the whole of Australia.

Senator IAN MACDONALD—So you are saying to me that it is possible for projects in
capital cities to be funded under the priority regional infrastructure program?

M s Beauchamp—They are yet to be decided.

Senator IAN MACDONALD—Itispossible. You are not saying, ‘ No, that is a capital city
so it cannot get funding under the priority regional infrastructure program' ?

M s Beauchamp—There may be some very, very valid projects or initiatives that might be
located in capital cities that do go to supporting rural, regional and remote Australia, so | do
not know why you would not consider them in such a process. However, these decisions are
yet to be made by government. We are going through the process at the moment.

Senator IAN MACDONALD—But, Ms Beauchamp, | hear again that you are going
through the process. But you are not definitively ruling out the fact that the regional
infrastructure program can fund projectsin the capital cities?

M s Beauchamp—I am not ruling anything in or out. | am not in a position to do that at
this stage.

Senator IAN MACDONAL D—Can we just move on to Regional Development Australia,
or isthat something that we should deal with under—

M s Beauchamp—That is also under outcome 1, Senator, but | am happy to takeit here.

Senator IAN MACDONALD—It is more of a broad question. In a recent speech, |
understand that the minister stated that Regional Development Australia bodies would be
strengthened. They are hiswords.

M s Beauchamp—Yes.
Senator IAN M ACDONAL D—What steps are being taken to achieve that?

M s Beauchamp—As you mentioned, a commitment has been made to strengthen Regional
Deve opment Australia. We are looking and working through some options and advice to give
to the minister on how we do that. Minister Crean has met with a number of chairs of regional
devel opment authority committees, and officers from within the department at the senior level
have also met with some of those key players to see obviously where the government could
rightly invest effort in strengthening Regional Devel opment Australia. | would not like to say
that there is a generic solution because they are al very different and representing very
different needs and priorities in local areas. So we are going through a process in terms of
gathering that information and providing some options and advice to the minister.

Senator IAN MACDONALD—The minister said it is going to be strengthened, but he is
waiting on your advice on how to strengthen it?

M s Beauchamp—That is correct. We are doing that in consultation with key stakehol ders.
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Senator IAN MACDONALD—I will not go further into RDA because | know some of
my colleagues have some questions about that later. To what extent will the department be
involved in devel oping the spatial accounting model for regional development funding or the
establishment of myregion.gov.au? Yes, please, go ahead.

M s Beauchamp—Thank you, Senator. Obviously we are working with the Department of
Finance and Deregulation.

Senator Sherry—Sorry, Chair, there isafair bit of cross-talking.
CHAIR—I appreciate that.

Senator Sherry—No, amongst all of the committee. | am having trouble hearing despite
the witness being next to me.

CHAIR—Can | just indicate that we are due to go to a break at 12.30. We will just
continue with the questions at the moment. But | draw that to senators' attention.

Ms Beauchamp—In the agreement with the independents, it indicates the finance
department will develop a spatial accounting model. We are working with the department of
finance in looking at what and where the Commonwealth investment and effort is spent and
looking at obvioudly including in the forward estimates arrangements around spatial
reporting. So we are working with the Department of Finance and Deregulation and other
agenciesto look at how we might do that.

Senator IAN MACDONALD—Soitisawork in progress or work to be started?
M s Beauchamp—It has started, but we are still only in the preliminary stages.

Senator IAN MACDONALD—Mr Chairman, if we are going to finish at 12.30, | might
indicate that | have a number of other general questions. But my colleagues also want to ask
some questions.

CHAIR—Have we finished with general questions?

Senator ADAM S—Not really. | cannot get in, but the Chair is not looking.

CHAIR—EXxcuse me, Senator Adams, but | totally resent that. Senator Macdonald has had
the call the whole time. If you wish to seek the call, you should let your colleague know.

Senator ADAM S—Wel, | have tried.

CHAIR—Excuse me, Senator Adams. You should let your colleague know before you
have a go at me about not giving you the call. Senator Macdonald has been leading on this all
the way through. If you wish to ask questions, all you have to do is let your own colleagues
know and then let me know.

Senator IAN MACDONAL D—Thank you, Mr Chairman. | was just saying that when we
start at 1.30, if Senator Adams and Senator Back and anyone else who might come along
would like to ask some questions, and | understand Senator Siewert as well, that might—

CHAIR—Senator Siewert’s questions, she said, are specifically on the outcomes rather
than general.

Senator IAN MACDONALD—Wel, if we can do that, is it your intention to suspend
now for an hour?
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CHAIR—WEI, that is the proposed time. | just thought if there were a couple more
guestions, that would finish the general section.

Senator IAN M ACDONAL D—WEell, my colleagues have some general questions as well.
CHAIR—We will suspend now and resume at 1.30 pm.

Proceedings suspended from 12.29 pm to 1.30 pm
CHAIR—The commiittee is resumed. Senator Back.

Senator BACK—Thank you, Chairman. | do want to pick up—not that | was here for your
opening statement, but | am particularly interested in the East Kimberley Development
Package. What can you tell me about the progress of that package and its future, please?

M s Beauchamp—Thank you. | might ask Ms Fleming to provide you with an update on
that program.

Senator BACK—Thank you.

Ms Fleming—Robyn Fleming, Office of Northern Australia. The beginning of the East
Kimberley Development Package is a $195 million package in socia infrastructure and it
complements the Western Australia Government’s expansion of the Ord 2. There are some 29
projects delivered through what we call ‘three streams of work.” One is a national partnership
with the Western Australian government, there are six projects undertaken through the Shire
of Wyndham East Kimberley, and two projects which are delivered directly through two
Indigenous corporations. We did provide extensive project outlines to the previous committee
senator. Do you want me to just leave off from there or would you like me to do more
detailed—

Senator BACK—No. With respect for time, | can arrange for that to be obtained. Thank
you.

Ms Fleming—Since we last spoke to the committee we reported that one project, the
Wyndham Picture Gardens, had been finished. Two further projects have been completed in
that time frame. | do apologise. The Wyndham Pool Upgrade had been completed. The other
two projects that have been completed are the Wyndham Picture Gardens and the Patient
Transfer Facility, which will become operational later this year. Eight projects have contracts
in place and are under construction. Thirteen projects are close to having their contracts
finalised. Five further projects have tenders advertised, and the WA government is in
consultation to finalise a contract for the major education and health precincts with John
Hollands.

Senator BACK—Thank you. Taking a dightly longer term perspective, the viability for
the Ord project and for the East Kimberley largdy will be determined by the capacity to be
able to transport produce from that region, whether it is here within Australia or overseas. The
catch-22 is that a lot of produce would not be of such a value as to be able to be air
transported, which leaves sea transport presumably from Wyndham. Can you tell me, is any
work ongoing to evaluate the Port of Wyndham and to assess what may have to be done to
actually turn that into a port able, in the longer term, to be used for transporting freight away
from the East Kimberley?
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Ms Foster—The work around ports is in the Department of Infrastructure and Transport.
As you are conscious, we have split the regional development and local government elements
off from the department of transport, and | understand the estimates hearings are later this
week. But there has been some significant work done by Infrastructure Australia around ports.

Senator BACK—S0 is there some degree of complimentary rélation, then, between the
two still in terms of projects and outcomes?

Ms Fleming—We continue to liaise and monitor broader infrastructure devel opment and
we are aware that the WA government has a number of port development strategies that it is
considering because there are a number of options for port development strategy in the north-
west of WA. So that is something that we continue to monitor.

Senator BACK—Thank you, Chairman. | will defer to others.

CHAIR—Thank you. Back to Senator Macdonald. Are we till in general questions? It is
just that we do have one or two other senators who we need to advise when we get on to the
outcomes proper to come in and seek to call.

Senator IAN MACDONALD—Mr Chairman, | have a number of questions that could
take up the rest of the time. Could | suggest to other senators that they come along and, if it
suits the committee, | would be happy just to cover the whole field. At three o’ clock we might
do Northern Australia. | suspect that that will not take an hour and so we may be able to eat
into a bit of that time.

CHAIR—AII right. | am entirely in your hands in terms of how you wish to proceed with
your questions. Let us keep going and, if the witnesses are happy, we are dealing with general
guestions. We will let the other senators know.

Senator SHERRY—We are relaxed about that approach and can accommodate it.

CHAIR—Thank you. And at an appropriate time, we can interrupt your questioning to
givethe call to someone else.

Senator IAN MACDONALD—I just want to get back to the Regional and Local
Community Infrastructure Program, the RLCIP. | understand that $600 million has been
allocated over three years for that program. Is that correct?

M s Foster—That program is being completed in three rounds and the first round was $800
million. That first round was divided into two components: direct allocation of $250 million
and a competitive round of $550 million. The $250 million direct allocation is, in essence,
complete. The $550 million continues. The second round was for $250 million. Again, there
was a direct allocation and a competitive component to that round and also some money
invested in local government reform. And then, in June this year, the government announced a
further third round of $100 million, which was all direct allocation to councils.

Senator IAN MACDONALD—So that is a total of $1.15 million, is it, over the three
rounds?

M s Foster—That is correct.

Senator IAN MACDONAL D—I thought that that had been said, prior to the eection, to
bea$1.1 billion program over three years. Isn't that correct?
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Ms Foster—It is. | am just quickly doing the maths to make sure | have got it right. But it
is, indeed, a $1.125 hillion program.

Senator IAN MACDONALD—AnRN that is being replaced by the Regional Priority
Infrastructure Program. Is that correct?

Ms Foster—That is correct. That is how that was characterised in the agreement with the
Independents.

Senator IAN MACDONALD—Yes. And that isfor $800 million over five years, | think.
M s Foster—That is over five years, so $600 million in the forward esti mates.

Senator IAN MACDONALD—But atotal of $800 million?

M s Foster—That isright.

Senator IAN M ACDONAL D—Replacing a program of $1.1 billion.

Ms Foster—As | said, that was over three rounds, the first of which was part of the
broader stimulus package.

Senator IAN MACDONAL D—Bethat asit may, RLCIPwas atotal spend of $1.1 billion
being replaced by a program of $800 million. Hardly a good deal with the rural Independents.

Ms Beauchamp—Can | just clarify. The government made a number of commitments,
both through the election and in the post-€lection agreements, with the Independent members
of parliament. That did indicate a range of programs with a range of different funding
amounts. So | think it is probably incorrect to characterise one program as replacing ancther. |
think that probably needs to be looked at in the context of al the other commitments
announced by the government in support of regional Australia.

Senator IAN M ACDONAL D—Thank you, Ms Beauchamp.

Ms Foster—Specifically, the government also committed that $573 million of the $6
billion Regional Infrastructure Fund and $573 million would be made available for priorities
that would be informed by RDAs. And so if you sum those two, that comes to about $1.37
million.

Senator IAN M ACDONAL D—Which $600 million are you talking about?
M s Foster—The $6 billion Regional Infrastructure Fund.

Senator IAN MACDONALD—$6 hillion dollars.

M s Foster —$6 billion.

Senator IAN MACDONAL D—Okay.

M s Foster—And the agreement, with the commitment to regional Australia, indicated that
over the next four years $573 million of the $6 billion would be invested exclusively on
projects to expand the devel opment and growth of regional economies.

Senator IAN MACDONALD—OKkay. Is that $6 billion fund being administered by your
department?

M s Foster—The bulk of that will be administered by Minister Albanese.
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Senator IAN MACDONALD—That isin which department?

M s Foster—In the Department of Infrastructure and Transport.

Senator IAN M ACDONAL D—But $600 million of it is coming into your department.
M s Foster —$573 million. Yes.

Senator IAN MACDONAL D—Sorry?

M s Foster —$573 million.

Senator IAN M ACDONAL D—573 coming into your department.

Ms Foster—And there were also a number of specific election commitments in regional
Australia.

Senator IAN MACDONALD—Whereisthat being funded from?

Ms Foster—That is part of the overall election commitment package that the federal
government announced.

Senator IAN MACDONALD—Whereisit coming from? Where is the funding?

M s Beauchamp—That would have been indicated through the Charter of Budget Honesty
through the election.

Senator IAN MACDONALD—Isit coming out of your department and, if so, from which
fund? | accept that the government has made the commitment and it will be done, but | just
want to know where the money is coming from.

Ms Beauchamp—And | think the sources of funding for these programs have been
identified as part of the Charter of Budget Honesty process.

Senator IAN MACDONALD—That does not help me today, | am sorry. It is not being
funded through your department. Can you tell me what the Charter of Budget Honesty says
about it? Perhaps we might take something on notice.

Senator Sherry—You want to know whether this department is funding any of those
€lection commitments.

Senator IAN MACDONALD—Yes.
Senator Sherry—And, if so, which programs.

Senator IAN MACDONALD—Exactly. Thank you, Minister. But it is tied into Ms
Foster’s response.

Senator Sherry—Yes. | understand.

Senator IAN MACDONAL D—Indicating that it is part of the overall funding, and | can
only question you about the funding that comes through this department. But, perhaps on
notice, if you could take what the minister says but add to that. If you could let me have a
simplified chart of what funding you will have for regional projects—regional infrastructure-
type projects—the sort of things that have either been promised in election campaigns or that
were previously part of the RLCIP program, or any other of those programs. Could you just
give me a simplified chart of how much is proposed to be spent in the current financial year
and the out years and where it is coming from. Of course, | emphasise you can only do that in
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relation to your own department unless one of these other three or four coordinating groups
perhaps have some relevance to those things as well.

Ms Beauchamp—Can | just put a caveat on that, in terms of funding for projects
committed to through the eection. We need to go through a budget process, particularly for
the phasing and prioritisation of a number of commitments, and we may not be able to
provide a complete list until we have finalised that process or until the government has
finalised that prioritisation across the forward estimates.

Senator IAN MACDONALD—OKkay. But just let me make this clear, the bulk of the
Regional Infrastructure Fund is not of this department but of the infrastructure department.

Ms Foster—In broad terms, $573 million comes to this department and the remainder is
allocated to the Department of Infrastructure and Transport.

Senator IAN MACDONAL D—$573 million, and $5 billion goes to the other department;
isthat right?

M s Foster—Around $5.4 billion. | believe that is over 10 years.

Senator IAN MACDONALD—Over 10 years. Thank you for that. Will Infrastructure
Australia have any role in regard to your part of the Regional Infrastructure Fund? | only say
‘your part’ because you cannot answer for Mr Albanese's part.

Ms Foster—We are yet to work out the process and the guidelines for how that program
will be administered, so any role for Infrastructure Australia would be considered as part of
that process.

Senator IAN MACDONAL D—So that $573 million will go to regional Australia or could
some of it go, as we discussed before, to capital cities? Not will it, but could it go to capital
citiesinAugtralia?

Ms Beauchamp—The $573 million is outlined in the agreement with the Independents
and it identifies that the funds will be specifically used for the development and growth of
regional economies.

Senator IAN MACDONAL D—But you carefully and skilfully avoid my question. Some
of it could go to capital cities.

Ms Beauchamp—I think, as | previoudy indicated, we would not rule in and out any
projects depending on—

Senator IAN MACDONALD—Yes. So it could go. It could go. Thank you. Thisis being
funded by the mining tax, isit, Minister, or can your officials assist you on that?

Senator Sherry—Isit part of the tax reform package?

MsFoster—Itis.

Senator IAN MACDONALD—It is. And what happens if the mining tax does not go
through? Perhaps | should ask that to the minister. Perhaps, Minister, you would say it is
hypothetical.

Senator Sherry—Actually | would not say that. | would have to clarify the status of this
program that we are discussing in terms of the future of the mining tax, but certainly the
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Treasurer has made it very clear in respect of some other programs of which | have
knowledge—for example, standard deductions and the instant write-off of small business.
Those sorts of programs are funded from the mining tax and are contingent on the mining tax
as part of the package. But with this program, | do not know if any of the officers do know
whether it is contingent on the mining tax or not. If they do not, we will take it on notice and
find out for you.

Senator |IAN MACDONALD—Thank you for taking that on notice and for those
comments. | just want to quickly turn to the Auditor-General’s report, which was titled The
establishment, implementation and administration of the strategic projects component of the
Regional and Local Community Infrastructure Program. At page 21, the Auditor-General
found, and | quote:

An digibility and compliance checking process was developed by the department but was abandoned
part-way through its implementation and was not replaced with an alternative, systematic consideration
of digibility and compliance. As a consequence, rather than ineligible and incomplete applications
being excluded from further consideration, all applications received were considered as to whether they
should be shortlisted to undergo a risk assessment by the department.

Why was that compliance checking procedure abandoned?

M s Foster—As the audit report also points out, there were a series of decisions taken by
the government through the course of the devel opment of that program, one of which gave us
a set of guidance rules around how to shortlist the applications that had been received.

Senator IAN MACDONALD—Ms Foster, you had a process looking at digibility and
compliance; that was abandoned to an extent that concerned the Auditor-General that he
should make comment on. And you are saying it was replaced by some government—I
assume that means ‘ political’ indication of how you should list these.

M s Foster—The government—and | refer you to page 18 of the Auditor-General’s report
asked us to bring forward all projects with partnership funding greater or equal to one per cent
and from projects from local councils with responsibility for populations of more than
100,000, also for councils with populations between 10,000 and 100,000 seeking $10 million
or less of Commonwealth funding and all disaster-affected councils.

Senator IAN MACDONAL D—Was that assessment criteria that you just mentioned made
public? Page 21 of the report suggests that it was not.

M s Foster—That is correct.
Senator IAN M ACDONAL D—It was not made public.
M s Foster—That is correct.

Senator |IAN MACDONALD—So the accountability adherence seems a little
compromised by failing to make that known to those involved. Was there some reason that
they were not made public?

M s Foster—The application process had completed by that stage.
Senator IAN M ACDONAL D—It had been compl eted.
M s Foster—Yes, we had all the applications by that stage.
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Senator IAN MACDONAL D—But you said you then dealt with the applications on this
new criteria, which were not made public.

Ms Foster—That is correct. This program had two phases. It was first announced as a $50
million program, and applications for the program at that phase closed in about December of
2008. Then, as part of the stimulus package, the government announced a further $500 million
to go into that program. So, it was reopened for applications, and the applications were then
submitted by 6 March.

Senator IAN MACDONALD—But my question was: why was it not made public. And
you say you used those criteria to make the all ocations and so, having made them, you did not
need to make the criteria public. Isthat what you say?

M s Foster—Well, the applications were all in and complete.
Senator IAN M ACDONAL D—The criteria changed, but it was not made public.

M s Foster—The criteria were consistent with the guidelines. It was simply a way for the
government to refine because there were—

Senator IAN MACDONALD—Well, the Auditor-General obviously did not think so. He
chose to make quite significant comments about it. Ms Foster, again, | appreciate your
position, but the department has an obligation with accountability, and the fact that the
Auditor-General makes comment tells the department something. | appreciate you do what
you are told to do.

Ms Foster—And we have certainly accepted al of the recommendations of the Auditor-
General.

Senator IAN MACDONAL D—Afterwards, that is very useful, yes. But | mean, he is
pointing to the fact that you did not do that and he is concerned abouit that.

M s Beauchamp—Can | just point out, | remember the context was particularly important
in terms of the timing. When you look at the end of 2008 and early 2009 in the context of the
global financial crisis—and | think ministers and government at that stage had been involved
in some of the stimulus work—ministers were obviously required to adjust policy and
program settings to make sure that there were projects that were potentially deliverable to get
that expenditure going, to get employment and growth going in regional areas.

Senator IAN MACDONAL D—It said people that applied under one set of criteria which
had changed and they did not even have the chance to reapply.

M s Foster—The criteria were not changed. This was simply a method for refining because
we had, | think, 484 applications seeking a project value of around—I cannot find the
figure—

Senator IAN MACDONALD—Those of us who follow the accountability provisions of
government would be very interested in this. | am afraid time does not permit us to have more
than a discussion amongst ourselves. It is really up to your political masters to explain these
things. | guess we cannot get much further with the department here. Were you aware that the
department was making funds available under this program, irrespective of whether the
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councils had yet spent or committed the funds already advanced to them? Again, | am quoting
from the Auditor-General’s report at page 55.

M s Foster—We had, for this program, for this component of our LCIP, contracts in place
with the proponents which had a series of milestones. When the milestone had been achieved,
we then rel eased payment to the council.

Senator IAN MACDONALD—Well, according to the Auditor-General these further
payments were made irrespective of whether the councils had yet spent or committed the
funds they already had.

Ms Foster—Thereisadistinction, | think, between the expenditure and the achievement of
milestones. For example, the council might for its own internal—

Senator IAN M ACDONAL D—Ms Foster, with respect—
Senator SHERRY —Sorry, let her finish.

Senator IAN MACDONALD—Time is short, Minister. And | accept what you say about
spent and milestones. But thisis even committed, and committed is milestones.

Ms Foster—I think what the Auditor-General was talking about was money being
committed and expended from the federal government. Many of these projects had different
sources of funding, so the federal government would fund some component of it. They might
have their own local government funding or some state government funding. What funding
they chose to utilise at any stage of the project was a matter for the council.

Senator IAN MACDONALD—You have five recommendations from the Auditor. Is
action being taken to implement those recommendati ons?

MsFoster—Yes, it is.

Senator IAN MACDONALD—Are you able, simply, to tell me what is being done, or
should you take that on notice?

M s Beauchamp—We can talk about some of the things that | will hand over to the officers
shortly in terms of what is being done in the department.

Senator IAN MACDONALD—Sorry, could | interrupt you. | think because of time
constraints, could you take that on notice and give me a short explanation of what is being
done to implement those recommendations?

M s Beauchamp—I can tell you exactly.

Senator IAN MACDONALD—How long will it take you?

M s Beauchamp—One minute.

Senator IAN M ACDONAL D—We are constrained by time, that is the only thing.

M s Beauchamp—Well, just the sorts of things we are putting here. | will not talk about
them all.

Senator IAN MACDONALD—AII right, fire away.

Ms Beauchamp—We are, obvioudy, putting in a common departmental grants
management framework. We now have a grants administration system with assessment
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processes built in to include selection criteria and weighting capability. In the new
department, | am setting up a governance and risk area specifically targeted at ensuring we do
pick up best practice ANAO processes around program management. We have incorporated
some changes coming out of the ANAO report in further elements of the RLCIP program. We
have certainly put in place now a number of processes to ensure that we are meeting best
practice guidelines as presented by the ANAO. In fact, | have had a couple of conversations
with the Auditor-General in terms of how we might both put in the correct processes, but also
look at how we ensure we have got the skills and capability within the new department to
manage it.

Senator IAN MACDONAL D—Okay. Thanks for that. The Regional Development Policy

Centre, which was promised as part of that regional package, can you give me an update on
wherethat isat?

M s Beauchamp—I can give you an update. Just generally, some of these things had only
come in place in terms of the agreement which was signed with the Independents during
September. We are very early on in the process of developing these processes and
requirements in putting advice to government, and as | have indicated, some of these need to
go through the budget process. It is early days, and | am happy to hand over to—

Senator IAN MACDONALD—When you say, as you said several times, it has to go
through the budget process—so thereislikely to be no action on these until 1 July 2011.

Ms Beauchamp—I think, in the agreement, some of these have been earmarked to
commence on 1 July. As | mentioned earlier, the government of course will be asked to
prioritise the commitments made, and that will be considered in the budget context, in terms
of rolling out particular projects.

Senator IAN MACDONALD— So the Regional Development Policy Centre: we will
hear about that in the budget, no doubt?

Ms Beauchamp—We will hear more about that in future. We have had a couple of
meetings with key stakeholders. We are in the process of putting some advice to the minister
on how that might work.

Senator IAN MACDONALD—Is it to be a physical place, or is it just going to be based
at some university or within the department?

Ms Beauchamp—We will be leveraging off, obviously, existing tertiary institutions, but
part of the commitment was to have a presence in Canberra.

Senator IAN MACDONALD—AnNd it will be administered by your department?
M s Beauchamp—That is correct.

Senator |IAN MACDONALD—Going back to the Regional Local Community
Infrastructure Program, are there still projects that have been approved that remain to be
funded?

M s Beauchamp—Yes.
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Senator IAN MACDONALD—Could you, perhaps, on notice, list those for me and
advise me whether they are on schedule, are there any major delays to projects that you are
aware of ? s that possible?

M s Beauchamp—Yes.

Senator IAN MACDONALD—Do you know if any of the government's election
commitments are to be funded out of the remaining funds in this program?

Mr Carmichael—Tony Carmichael, First Assistant Secretary, Program Delivery. The
funds out of RLCIP are fully committed, so they are not available for other programs.

Senator IAN MACDONAL D—So what has been approved but has not yet been funded?
All those funds have been earmarked?

Mr Car michael—They are all committed, yes.
Senator IAN M ACDONAL D—Okay.

Senator ADAM S—I would just like to ask some questions about the RDAs. | think | did
hear you say there are 55 in existence now.

M s Beauchamp—That is correct.

Senator ADAM S—Are those guidelines the same as they were originally before the
€lection, when they were first set up?

Mr Car michael—Yes, the same guidelines are in operation.

Senator ADAM S—I would just like to know how the board members were appointed, and
specifically the chairs. Who actually made the appointments? Do people apply? What was the
process?

Mr Carmichael—It was a bilateral arrangement between the federal minister and the
relevant state minister. Expressions of interest were sought, and from those expressions of
interest, the state minister, in concert with the federal minister, would decide on membership
of those committees.

Senator ADAM S—And the chair? That was an appointment by the federal minister or—
Mr Car michael—Federal, in concert with the relevant state minister.

Senator ADAM S—The reason | ask that question is that during the election cycle, a chair
was actually appointed to South West Regional Development Australia in Western Australia,
and that person actually happened to be the Labor candidate for the seat of Forrest. | wished
to ask that particular question because there was quite some concern about that particular
appointment. | attended several of the forums that were run by the consultants before these
organisations or bodies were set up. Could you tell me how much money was spent on
consultants for those forums, please?

Ms Foster —Senator, we do not have that detail with us. We will have to take that on
notice.

Senator ADAM S—AII right. If you could take that on notice, please, specifically for
Western Australia.
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M s Foster—Senator, you are talking about the consultations prior to the committees being
established?

Senator ADAM S—That is correct, yes.
Ms Foster—Yes, sure.

Senator ADAM S—As | said, | did attend two, and | just wondered just how much money
was expended upon those particular groups, because | do not think that there was enough
notice given or advertising for the rural ones. | thought that the community was really left out
of it. So if you could just give me some info on that, that would be good. With these 55, they
know what they are doing, do they? They know their role? They are all organised? Could you
just fill meinonthat?

Mr Car michael—Yes. Almost all the RDA committees now have submitted their business
and regional plans, and we are going through, analysing those plans now. | was just in
Townsville yesterday with most of those RDAs. There is aregional conference there and they
are looking at ways now that they can implement those plans.

Senator ADAM S—Right. Just a comment. This has come from the south-west in Western
Australia: ‘It is likely that the RDA will be tasked with prioritising regional funding
initiatives, although any details have yet to be revealed, and we do not know yet what our full
role will be under the new department.” So that was the reason for asking that question. When
will they know what their role is?

M s Foster—Senator, this relates to the agreements that we have been talking about in the
commitment to regional Australia that was signed only last month, and so we are working
through how those agreements might best be implemented to provide advice to the minister,
and we will certainly consult with RDAs as we do that.

Senator McGAURAN—I only have one issue, and it probably requires a bit of backdrop,
because | have been following it since the government was first elected, a government |
noticed that Senator Macdonald claimed was the worst administrative government of all time,
and—

Senator SHERRY —But | took issue with Senator Macdonald.
Senator McGAURAN—Did you?

Senator SHERRY—Of course, and | did point out that if there is going to be political
commentary or observation as part of a question, well, obviously | have a right to respond to
that, Senator McGauran. | know you are aware of that, given our previous exchanges at
estimates committees, and | know that you would have no doubt that | would robustly respond
to such accusations, because they are not true.

Senator McGAURAN—That may be the case—

CHAIR—Senator McGauran, you made your comment. The minister has responded. Your
own opposition senators are drawing attention to the limited amount of time available. | think
it would be a good idea if you moved to your question.

Senator McGAURAN—OKay. It relates to a Labor Party myth, if you like, built up around
the—
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Senator SHERRY —I do not know that the officers—
CHAIR—Order! Minister—

Senator SHERRY —can go to Labor Party ‘ myths', so-called—
Senator McGAURAN—WeI, it isamyth.

CHAIR—Minister, could you please alow Senator McGauran to eventually get to his
guestion, which will be coming very soon. Let usjust move on.

Senator McCGAURAN—You see, | have to raise this Labor Party myth because it received
government money, and the thing about the Labor Party is that they cannot distinguish the
taxpayers—

Senator SHERRY —What is the myth?

Senator McGAURAN—and the responsibility of the government—

Senator SHERRY —What is the myth you claim?

CHAIR—Order! Senator McGauran and the minister—

Senator McGAURAN—They just think the government—

CHAIR—Excuse me.

Senator McGAURAN—is the Labor Party and the Labor Party is the government. And
when you are allocating money, you ought to keep them separate—like Judith Adams, my
colleague here.

CHAIR—Senator McGauran, are you deliberately endeavouring to ignore my calling you
to order?

Senator McGAURAN—NO, sorry.

CHAIR—Actually, you have now had probably maybe three minutes or so, and you still
have not asked a question. Could you actually ask a question, please.

Senator McGAURAN—The question | am going to ask is centred around the tree of
Barcaldine. The Labor Party claim shearers sat under it and they pontificated and decided to
form the Labor Party. Now, good for the Labor Party building up that little myth, but | am
getting to the point of government funding of that myth. That is where | am heading with this.
Historically, it was found to be adud. That is afact. Thelocal council—

Senator SHERRY —Sorry, what is afact?

Senator McGAURAN—That no shearer sat under that tree ever, not even for a smoko. So
it is just utter mythology. That was even claimed by Labor Party historians. So the Labor
Party covered up for years that that ghost gum was in fact the origins of the Labor Party. That
did not deter them. That did not deter them from sending a bit of public funding down to a
marginal seat to build a shrine around this. It is not a tree any more. It is a stump; it is a dead
stump. They had to put artificial limbs oniit.

CHAIR—Isthere a question, Senator McGauran?
Senator McGAURAN—Yes, thereis a question all right.
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Senator SHERRY—I am not sure the officers are going to be able to respond to this so far.

Senator McGAURAN—This is the stump of Barcaldine and there is the aesthetically
horrible box that they built—

CHAIR—Order!
Senator SHERRY —I cannot really seeit. To befair, | think we need it tabled.

CHAIR—Senator McGauran, we are here to deal with estimates. Senator McGauran, it is
not appropriate, as you know. You have had many, many years of experiencein this.

Senator McGAURAN—Many, many!
Senator SHERRY —More than anybody here, | think.

CHAIR—Many and in all sorts of different guises. If you wish to table a document or refer
to a document, particularly that has photos in it, and you are expecting the minister and the
witnesses to view that and you intend to ask questions regarding it, you should at least, as you
would know, seek to table it and provide copies. | have said on a number of occasions,
including at the outset of these proceedings yesterday, we have requested that senators who
wish to table documentation that they are going to be referring to in questions, to bring along
extra copies to streamline the process of providing those copies to the members of the
committee and the witnesses. It is also disorderly, as you know, in committee and senate
proceedings, to just hold up documents like that. Would you please get to your question.

Senator McGAURAN—To add to this farce, the National Heritage Trust listed this site
and this stump as national heritage, all because it was the so-called place that the Labor Party
was founded. Amongst the MCG, the Sydney Harbour, other magnificent sites around
Australia, that stump gets national heritage. | wrote to the National Heritage Trust and told
them to remove it. Historically, we have found out that there is no substance to the—

Senator SHERRY —Are we dealing with the National Heritage Trust here?
Senator McGAURAN—I am not sure. Thisall costs money.

CHAIR—Have you got a question? We appreciate that you need to provide some
background to your question, but can we actually have a question that relates to the estimates?

Senator McGAURAN—I hope that at least the Hansard is recording or the officers who
will answer this are listening. The picture | am painting is a farce, a falsehood, a cover-up, an
aesthetic joke and a dud.

CHAIR—Senator McGauran, this is not the forum for you to paint pictures, point at
pictures or conjure up picturesin your own mind. If you wish to debate these issues, you have
another forum to do so. This is a forum for you primarily to ask questions and seek
information from the minister and the witnesses at the table with regard to the estimates that
we are dealing with and, in particular, given that these are supplementary estimates, to areas
that have already been identified by senators and members of the committee. So we are
dealing with that, dare | say, paradigm. Could you please get to the point and ask a question,
otherwise | will move to another senator.

Senator McGAURAN—Funding was given to this stump of knowledge. They had the
audacity to call it a tree of knowledge. It is a stump of knowledge. Federal funding was
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directed towards the Barcaldine box. In the final wash-up, how much federal funding was
contributed to the shrine? Now, the whole—

CHAIR—Senator, that is a question—
Senator Sherry—One of the officers will give you some information.
CHAIR—I think the officers should be given an opportunity to respond.

Mr Wood—The project was funded under the Better Regions Program and received $2.6
million towards an overall project cost of $6.8 million.

Senator McGAURAN—How much was given?

Mr Wood—The government provided $2.6 million through the Better Regions Program.
Senator McGAURAN—$2.6 million.

Mr Wood—The project as awhole was $6.8 million.

Senator McGAURAN—Tak about Building the Education Revolution! If it cost $6
million to build that, | ask my colleagues to have a look at that—3$6 million. The whole idea
for the Barcaldine people—I believe the project was kicked along by the hotel across the road
from it, whose proprietor, by the way, is the president of local Labor branch.

Senator MOORE—Chair, | wonder if | could make a point of order.
Senator McGAURAN—BLUt it istrue.

Senator MOORE—That isinaccurate. | have great knowledge of this—
CHAIR—Excuse me—

Senator McGAURAN—Caorrect me where | am wrong.
CHAIR—Excuse me. Order!

Senator McGAURAN—What is the proprietor?

CHAIR—Order, senators, please. Senator M oore, you have raised a point of order. It is not
apoint of order.

Senator MOORE—I know it is not strictly a point of order, Chair. | just wanted to stop
him.

CHAIR—If you wish to seek to call—

Senator MOORE—I just think it is particularly—

CHAIR—Sorry, Senator; if you wish to seek the call to ask a question or to follow up, then
I will giveit to you.

Senator MOORE—I will follow up, Senator. | just do not think it is fair that he can
actually impugn peopl €' s reputations.

CHAIR—Excuse me, Senator, please. Let us just have one person speaking at a time.
Senator McGauran, can you continue with your questions.

Senator McGAURAN—I am happy to pause if Senator Moore wants to correct me on
that.
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Senator MOORE—Yes. You are inaccurate, Senator.

CHAIR—Excuse me. | am not happy about us getting to a debate amongst the senators on
assertions that may be made, as to whether they are true or not true. | appreciate that it is
important but | think there is a primary purpose here, and that is that we are conducting an
estimates hearing. You continue with your questions, Senator McGauran, and | will give the
call to Senator Moore at an appropriate time if she wishes to also ask questions of the witness.

Senator McGAURAN—ASs | say, | have been following this issue for years now and |
know the excruciating detail but | will skip over alot of it. After what was a farcical opening
of the project—we will not go into those details—it was soon shut down for maintenance. It
became a dangerous site. How much—

Senator Sherry—\What, the tree or the building?

Senator McGAURAN—The building.

Senator Sherry—Okay. Through you, Chair, is there a question here, Senator—

Senator McGAURAN—Yes. How much did the federal—

Senator Sherry—that is relevant to the officers?

Senator McGAURAN—Yes, | am talking about ongoing costs. That is one question. The
second question is, the reason it was built, so-called, besides trying to enshrine some
mythology within the Labor Party, was to attract tourism to Barcaldine. No business plan was
done, as | understood it, but surely now we can look back and see what business effect it has
had, what tourism effect it has had.

Senator Sherry—Isthere a question here?
Senator McGAURAN—Yes.

Senator Sherry—There are a range of assertions that | have heard. Surdly after all these
years—

Senator McGAURAN—The first one is on the maintenance project: how much did it cost
to fix up? Have there been any ongoing maintenance problems? Because it 10oks like a very
dangerous building to me with all those drop links.

CHAIR—Senator McGauran, | do not wish to keep interrupting.

Senator McGAURAN—It does ook dangerous. This is going to be an ongoing cost to the
federal government.

CHAIR—EXxcuse me, Senator McGauran. You need to ask questions and you cannot just
sit there and start gesticulating with your hands, trying to give some visual description of the
monument or the tree or whatever. Please, can you just ask your questions. | would appeal to
you to do them succinctly rather than wandering off on flights of fancy and tangents.

Senator McGAURAN—What have been the ongoing maintenance costs? What has been
the value-for-money, if you like, effect of the site in regard to attracting tourism to
Barcaldine?

Mr Wood—Senator, there have been no ongoing maintenance costs to the Commonwealth.
Our local regional council was the proponent for the project and has responsibility for
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ongoing maintenance. The funding agreement that we have in place requires the project to be
operational or open to the public for a period of time, which | believe would be five years. So
the council are required to maintain the project, which | understand they are doing. | should
say the project was completed some time ago, as you indicated. It was opened in May 20009.
We received a final report on the project, | believe, in October last year—or at least the final
payment, | think, was made in October and the final report was on that. That said, we will
have some level of oversight to ensure that the project is viable over the next five years, in
line with the funding agreement, but there is no maintenance cost to the Commonwealth.
Senator McGAURAN—BUt you are unaware of its current viability.

Mr Wood—We do not have officers on the ground in the area. We do in Townsville. We
will, as part of our ongoing activities, keep an eye on all of our projects to make sure their
ongoing contract obligations are met. However, as to its status today, | have not looked into
that. We could find that out.

Senator McGAURAN—Given that it has been found that the history surrounding the
building is fake—

Senator Sherry—That is your claim, Senator McGauran.

Senator McGAURAN—NQ, it is—

Senator Sherry—Itisyour claim.

Senator McGAURAN—No.

CHAIR—Senator. Minister, | think—

Senator McGAURAN—The minister is asking me a question. | can name two Labor Party
historians that have come out and said, ‘ Actually, itistrue,” and you would know their names.

CHAIR—Minister and Senator, | appreciate that people may wish to debate this but this is
not the venue to do so.

Senator McGAURAN—I haven't got them in front of me but you would know their
names.

Senator Sherry—Chair, | am not seeking to debate this. | just want questions that are
relevant for the officer or officers at the table.

Senator McGAURAN—When we give $2 million, Minister, it ought to be scrutinised—

CHAIR—I understand, Minister, but | am trying to ensure that we get through this as
quickly as possible, or as smoothly as possible at least, and | think—

Senator McGAURAN—Okay. This is the last question. We would have paid for the
plaques, or someone would have paid for the plagues, describing the site for the tourists. What
are on those plagues, now that we know the real history of the place? They are not still
holding to the myth, are they? | think it is pretty important.

CHAIR—Order, Senator McGauran! It is not—
Senator McGAURAN—You do not give $2 million for nothing.
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CHAIR—Order, Senator McGauran! | do not think this issue about the historical accuracy
or the debate or however you want to describe it—and | am making no comment about any of
that—is an appropriate issue or question to be raising with the witnesses here from the
department of regional Australia. They are here to answer your questions about expenditure
on the project and so on, not to debate with you or discuss with you the accuracy or
inaccuracy, or your interpretation or other peopl€'s interpretations, of Labor Party history. |
think you are drawing a long bow to try and do so. | will invite Mr Wood to comment but |
think you are getting well away from what these estimates are about and particularly what the
witnesses who are here are able to respond to or can be questioned on.

Senator BERNARDI—Chair, just as a point of order, notwithstanding the flamboyant
nature of Senator McGauran's presenting his case, he is entitled to establish whether the
department has sought to account for the veracity of the claims made about this stuff, and |
think that is what he is doing. | would suggest that Senator McGauran gets to that question
and putsit succinctly, but heis entitled to ask it.

Senator Sherry—We know what the question is about the plaque, and if the officer has got
anything he can provide on the plague | am sure he will provideit.

Senator McGAURAN—I do thank Senator Bernardi. Perhaps | could put it less
flamboyantly.

Senator Sherry—We have got a question.
CHAIR—We have got a question.

Senator Sherry—And | have indicated that the officer, if he has information, will respond,
if he knows anything about the plague.

Senator McGAURAN—Mr Chairman, | do not think | was wandering far and wide
because the $2 million plus was given on the grounds of its historical importance, so much so
it was even put into the national heritage.

CHAIR—Senator McGauran, that may well be the case. | am not going to argue that point
or even discuss it. The point is that if you wish to raise those issues there is another
appropriate estimates committee where you could deal with them. We are not here dealing
with the Heritage Commission, or the heritage listing directly or the reasons why certain sites
were listed as heritage items. We are dealing here with the expenditure on this particular
project. Mr Wood.

Mr Wood—Senator, the project that we funded consisted of two aspects: the preservation
of atree and the construction of a memorial. We did not specify the details of the memorial
down to the contents of any plaques. We certainly have ordered statements to determine what
the money was spent on, but | cannot provide advice on the contents of those plagues.

Senator McGAURAN—Could you supply me the basis on which the $2.6 million was
giveninthefirst place?

Mr Car michael—It was an el ection commitment, Senator. First government policy.
Senator McGAURAN—BuUt beyond the commitment there was a reason why it was.
Senator Sherry—I will takeit on notice for the minister.
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Senator McGAURAN—OKay. | hope | am around because | know that in a letter | wrote
to the Auditor-General in November—

Senator Sherry—Senator McGauran, given your obsession with this issue | will do my
utmost to ensure that we get an answer to the questions on notice that | have taken and you
put on notice before you leave this place on 30 June next year. It would be a great pleasure for
me, frankly.

Mr Car michael—It could be a parting gift.
Senator McGAURAN—Would you put aribbon on it or something?
Senator Sherry—A parting gift to you, Senator McGauran.

CHAIR—Do you want your own plague? Maybe you are a heritage listed item, or will be.
Arethey all the questions you have, Senator McGauran?

Senator McGAURAN—Yes.
CHAIR—Thank you. Senator Maoore.

Senator MOORE—I encourage Senator McGauran to make a pilgrimage to Barcaldine,
seeing as how he has not even been there to see this view. | am just interested to hear from
one of the officers who could answer a question in terms of the negotiation on this project,
who will receive the actual funding? In the exchange between the Commonwealth who was
actually receiving the money on the other end?

Mr Wood—It was the Barcal dine Regional Council.
Senator MOORE—The council itsdlf, which is the regional council around the area.
Mr Wood—That is right.

Senator MOORE—I was fascinated by your answers about the role of the Commonwealth
after the project has been concluded. | can put this on notice, Mr Wood: what involvement
does the government have with any of the projects? We will move away from focusing on one
of my favourite places which happens to be Barcaldine. For any project that received funding
under this round, what is the interaction that the department has with those projects once the
final funding is made? If | could get something in writing about that on notice that would be
really useful. And is there any difference with this project to any others that were funded in
the general stream of funding?

Mr Carmichael—The quick answer to that, Senator, is that it is now known that there is
an expectation that we will monitor these projects for five years. There is not an intensive
monitoring of all of them because there are 5,000 projects, but there is some level of scrutiny
of projects over the next five years just to ensure the continuity. Part of the condition of
funding is the long-term viability, which is deemed to be at least five years, so we do some
monitoring of all our projects into the future up to that five-year mark.

Senator MOORE—Can | get some information on notice about what that means when
you say ‘monitoring’, because it has such a wide definition. | am very keen to see whether
this particular project is different as opposed to the other 5,000, as well as what kind of form
of monitoring takes place, and what you mean by viability? | know Senator M cGauran and |
will be able to read these papers together and see how it works but it would be useful to see
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what defines viability, and in these projects—there was such a wide range of them—how you
determine viability in that aspect. Thank you.

Mr Car michael—Yes.

CHAIR—Could | just follow up with one question, and it goes back to Senator
Macdonald's questions where he was asking about the amounts expended under the RCLIP.
At one point, $1 billion was the figure and then he was referring to the more recent amount of
about $800 million. Just to confirm, the RCLIP, Regional Community Local Infrastructure
Programs. That was a program that was expanded over time, starting out with certain
alocations of funds which were directed through councils. Then it picked up extra money
through the stimulus package at a number of rounds, so it was not a $1.1 hillion
announcement at the outset. That is my recollection. Is that correct?

Ms Foster—That is absolutely correct, Senator. The first announcement was actually a
$300 million program. That was then augmented with $500 million as part of the stimulus.

CHAIR—Yes, and it had two parts. Every local government entity received an allocation
and then there was a separate amount that could be applied for bigger projects. | wanted to
establish that, because it is not comparing apples with applesin that respect.

Senator Sherry—I will not go over the issues around the financial crisis and the
international recession, but, for the stimulus elements, the package of measures in the
program would have been substantially smaller over that period.

CHAIR—Yes, exactly. Anyway, sorry, any further questions. Senator Adams, you have
finished?

Senator ADAM S—No, | was not going to continue.

Senator McGAURAN—I have just found that piece about the historians if you would
indulge me to read it now.

CHAIR—NQo, | will not indulge you. Senator McGauran, we are not here to have a sort of
tutorial from you about Labor Party history. If | want to do that | can go elsewhere at another
time. Senator Bernardi, you have the court.

Senator BERNARDI—I have some questions in regard to the local government aspect of
your portfolio, Ms Beauchamp. Is the department able to outline the status of local
government infrastructure projects that are partially or fully funded by the Commonwealth?

Mr Car michael—Senator, there are 5,000 projects.

Senator BERNARDI—I do not have a specific project. | am just interested in whether you
maintain a register or a catalogue of the projects that you make contributions to.

Mr Car michael—All contracted projects are on our website.

Senator BERNARDI—On your website. Are they in a format that is easy for people to
download and access or are they hidden all over the place?

M s Foster—Yes, Senator, they arein aformat which is accessible.
Senator BERNARDI—Like a downl oadable format, like a spreadsheet?
M s Foster—I think they are typically recorded by program.
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Mr Carmichael—They are divided into states, so you get a list by state, project value,
proponent. They are all onthe website and | think you can print them off.

Senator BERNARDI—Whether that fits my needs or not | will have to establish and | can
always get back to you in a couple of months time if that is the case. Can you advise me what
percentage of local government infrastructure projects under the Nation Building Program
have been compl eted?

M s Foster—We can do that on a program basis. | was saying to Senator Macdonald earlier
that the first round of RLCIP had two components. The component that was $250 million
worth, direct allocation, has been completed and that was about 3,213 projects.

Senator BERNARDI—So al of those projects have been completed?

Ms Foster—All of those have been completed and we are just wrapping up the final
acquittals, but it isliterally just a matter of finalising a bit of paperwork.

Senator BERNARDI—That isthe fine print, isit?

Ms Foster—Then the second component of that first round of funding was the $550
million competitive program.

Mr Car michael—Yes, 15 of those have now completed.

Senator BERNARDI—How many. | am sorry; | did not hear that?

M s Foster—So 134 have commenced and 15 have compl eted.

Senator BERNARDI—Fifteen. Out of how many total projects?

M s Foster—That was 137 in that round.

Senator BERNARDI—Sorry, 134 have commenced, 15 have been compl eted.
M s Foster —I am sorry, Senator?

Senator BERNARDI—S0 134 have commenced, so there are three that have not started.
Isthat right?

M s Foster—That is correct, Senator.
Senator BERNARDI—What projects are they?
M s Foster—Senator, | have not got that readily to hand. Can | get back to you?

Senator BERNARDI—Okay, you can get back to me. Fifteen have been completed. |
would be interested to know what those 15 are as well if you want to get back to me on that as
wdll, please. In your analysis—or just wrapping up the paperwork, as you put it the other
day—of the completed projects or even those that are partially completed, is the department
aware of any dippages or cost overruns or project delivery issues in regard to these local
government infrastructure projects funded by government?

Ms Foster—Senator, there are a range of issues which the local governments come up
against as they ddliver the projects. In some cases projects are delayed due to weather. We
have had a fire in council offices that destroyed all the approvals and so there are a range of
issues which delay projects. We manage those in conjunction with the councils where there is
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arequirement for some kind of renegotiation, for example, so that the completion date can be
accommodated some months later. Then we will renegotiate that with the council.

Senator BERNARDI—Could you indicate to me how many have been subject to such
renegotiation?

M s Foster—We do not have those sort of figures to hand with us, Senator, sorry.
Senator BERNARDI—You do have them available but just not to hand now.

Ms Foster—Yes. As | think one of the other officers said, in this series of programs there
are 5,000 projects.

Senator BERNARDI—Yes. But are there hundreds of them that have been renegotiated?
M s Foster —Senator, | would have to take that on notice.

Senator BERNARDI—Yes, okay. | would be interested in the number of them. If you can
tell me which ones have been renegotiated, | would be interested in that too. How does the
department assess the value or the merit of the infrastructure projects that are put forward to
it?

Ms Foster—Senator, it depends on the guidelines of the program. So each program has
guidelines which specify the criteria against which we assess the projects. And | am sure
either Mr Carmichael or one of his colleagues could take you through specific aspects of the
guidelines.

Senator BERNARDI—Just briefly.

Mr Carmichael—Senator, each of the stages of each of the streams of activity, whether it
is the $550 million—has its own set of guidelines. The $250 million direct grants to local
governments had different sets of guidelines, so they are all judged against the guidelines. But
there are overarching things we look for in terms of value for money: we do a viability check
and if they are significant projects—and most of, say, the $550 million type projects are big
projects—we send them out for independent viability checks through an accounting firm that
has got experience in this. They give us advice on the viability, the business plan and its |ong-
term viability.

Some of these projects are about commercial operations, so we need to check that—in
terms of Senator Moore's question earlier about their long-term viability—the business case is
sound and that they have not overestimated the number of consumers who might participate in
their projects. So that is the sort of work that happens. But it is dependent on the sorts of risks
involved with the projects, so we do arisk analysis. The high risk projects, particularly, will
go out for additional scrutiny. Sometimes if it is a big construction project we will also get a
building surveyor or a quantity surveyor, to do a check on the costings. Sometimesin councils
the submissions come in with a quote that might be a little bit old or it is a complicated
project and we just need to assure ourselves that it has been appropriately costed. So we will
send it out also for additional scrutiny.

Ms Beauchamp—Senator, can | also add those guidelines are actually available on the
website as well.
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Senator BERNARDI—Thanks, Ms Beauchamp. | will address this to you. Mr Carmichael
has just detailed that there are viability checks, there are business plans, cost benefit analyses,
that go into each one of these 5,000-odd projects. Do you not find it enormously frustrating
that through the acquittal of a modest amount of money you have to go through all of these
checks and yet the government’s $43 billion broadband proposal has not had a cost benefit
analysis, it has not had a viability check or a business plan check or anything else? Do you not
feel that you are being hemmed in by bureaucracy?

M s Foster—Senator, each of the programs have guidelines tailored to its needs.

Senator BERNARDI—Clearly, but there is a higher level of accountability being placed
on you. | am all for accountability and transparency, | support you in it, but | share your
frustration. | can sense it coming across the table.

M s Beauchamp—I am certainly not frustrated, Senator.

Senator SHERRY—Sensing does not appear in the Hansard. If it did it would be pretty
damn dangerous for everyone in poalitics!

Senator BERNARDI—It is the vibe, Senator Sherry. It is the vibe. | have no further
questions.

Senator IAN MACDONALD—Could I, on notice, get the 2010-11 grants for local
governing bodies under the FAGs please? Or perhaps you could just direct us to where they
are available. Thereisalist somewhere, isthere?

M s Foster—You are looking for the actual allocations to—

Senator IAN MACDONAL D—To each council.

M s Foster—each council.

Senator IAN MACDONAL D—Wheat is there now? There used to be 733.
M s Foster—There are 565 plus the ACT.

Senator IAN MACDONALD—Yes. Is that available somewhere? |Is there a website or
something?

M s Foster—Senator, certainly we will either get you a website or we will tell you where it
isavailable.

Senator IAN MACDONALD—Okay. That is for the 2010-11 year. The Local
Government Reform Fund; has any of that money been all ocated?

M s Foster —Yes, Senator.
Senator IAN MACDONALD—I think it is$25 million, isit not?
Mr Car michael—That is right.

Ms Foster—There was $25 million set aside and we have announced funding of around
$16 million.

Senator IAN MACDONALD—What isthat being spent on? Do you have alist of that?

M s Foster—Senator, there is a range of approved programs. Most of them relate to asset
management and financial management. You will recall that was the focus of the program. So
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there is a local government asset management and financial management project the New
South Wales government is undertaking. In the Northern Territory thereis alocal government
capacity-building project being done in conjunction with the Local Government Association
of Northern Territory. Similarly, a collaboration between Queensland government and the
Local Government Association of Queensland has an advancing asset management in local
government project. South Australia has a project to improve councils asset and financial
management practices in conjunction with the Local Government Association of South
Australia. South Australia also has an integrated design strategy. So it is projects of that
nature.

Senator IAN MACDONAL D—Who administers that fund?
M s Foster—That is administered by our department, Senator.

Senator IAN MACDONALD—Okay. Does money go to the—what is it called?—the
local government institute?

M s Foster —To the states, Senator.

Senator IAN MACDONAL D—You do fund, do you not, the Local Government Training
Institute? | forget its—

Ms Foster—Senator, | think you are thinking of the Centre of Excellence for Local
Government.

Senator IAN MACDONALD—Yes.

Ms Foster—The government provided $8 million funding for the establishment of that
centre and for its running for a five-year period.

Senator IAN M ACDONAL D—Okay. Where does that funding come from?

Ms Foster—That funding was allocated to the department. | think that was announced in
late 2008.

Senator IAN MACDONALD—Okay. Was it an dection commitment or something, was
it?
M s Foster —No, it was not, Senator.

Senator IAN MACDONALD—OkKay. That is the group that is chaired by former
Townsville-based Labor senator Margaret Reynolds, now a resident of Tasmania, isn't it? Is
that that one?

M s Foster—Margaret Reynolds is the chair of the board of the centre.

Senator IAN MACDONALD—Yes, okay. Just on to the Australian Council of Local
Government, isit the government’s intention to continue to convene that annually, Ms Foster?

M s Foster—We do not know what the government’s intention is, moving forward.

Senator IAN MACDONALD—OKkay. Minister, is it the government’s intention to
continue to convene the Australian Council of Local Government annually?

M s Foster—I havejust said we do not have an indication yet, Senator.
Senator Sherry—Yes. We are going to have to take that on notice for the minister to—
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Senator IAN MACDONALD—The last plenary meeting was in June 2009; is that right?

M s Foster—2010, Senator.

Senator IAN MACDONAL D—20107?

Ms Foster—Yes.

CHAIR—That was held here—

Senator Sherry—It was here. | was—

CHAIR—following the conference of local government, wasn't it?

Se_nator Sherry—Yes. | was involved in the main session and also one of the side
mestings.

Senator IAN M ACDONAL D—Okay. You will take on notice whether it isintended?

Senator Sherry—VYes, | will do that, Senator.

Senator IAN MACDONAL D—That council steering committee met three times—or how
many times did it meet over the previous 12 months? Perhaps | should ask that.

Ms Foster—I think you may beright that it is around three over the last 12 months. It met
in total six times, including once as a joint meeting with the Local Government and Planning
Ministers' Council.

Senator IAN MACDONAL D—Okay. Moving on quickly to the constitutional recognition
of local government, a formal agreement was signed on 1 September which committed to
holding a referendum during this parliamentary term. What is the specific process in which
constitutional recognition of local government will occur?

Senator Sherry—That is A-G’s, Senator. This department is not able to respond to that
guestion.

Senator IAN MACDONAL D—What part does the department of local government play
inthe proposal for congtitutional recognition?

Mr Carmichael—We have provided some funding to the Australian Local Government
Association, an amount of about $250,000 to support the Australian Local Government
Association prosecuting and consulting with their communities about constitutional
recognition.

Senator IAN MACDONALD—Excuse me for just a moment. Sorry, could you just say
that again. | am sorry.

Mr Car michael—The department provided $250,000 to the Australian Local Government
Association for consultation in the lead-up to support their aspirations for constitutional
recognition of local government.

Senator IAN MACDONALD—AnNd that is your only role?

Ms Beauchamp—Senator, we will also be working with the Department of the Prime
Minister and Cabinet, Attorney-General’s Department and FaHCSIA around these
constitutional and referenda issues.
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Senator IAN MACDONALD—You cannot tell me anything about it, though. | would
have to refer it to A-G’s—or perhaps the coordinating unit at your coordinating department
cantell me.

Ms Beauchamp—We are jointly coming up with a process to address this and provide
advice to government.

Senator IAN MACDONAL D—OKkay. Perhaps if | put that on notice you can tell me at
your leisure what is proposed. | am just reminded that we are running out of time and | did
want to move to the Northern Australian office.

CHAIR—Senator Macdonald, Senator Siewert does have a couple of questions—
Senator IAN MACDONAL D—Yes, okay.

CHAIR—as | understand it, on outcomes 1 and 2, so—

Senator IAN MACDONALD—Yes.

CHAIR—if you are happy, we will go to Senator Siewert.

Senator SIEWERT—Thank you.

CHAIR—Yes, okay.

Senator SIEWERT—In this brave new world | do not know if | am asking the right
guestion in theright area, so (1) | want to ask about Christmas Island—

CHAIR—Don't worry; heis not Robinson Crusoe!

Senator SIEWERT—Yes, exactly; | figured that—and the mine closure planning and the
rehabilitation planning. | know it is a little while since | have asked about this but | have
asked it in the past: what progress is being made there, particularly in light of the final
decison from the Minister for Sustainability, Environment, Water, Population and
Communities about not expanding the mine?

Ms Foster—Right. Certainly, Senator, and Mr Yates is the manager of our Territories
Division.
Senator SIEWERT—OKkay.

Mr Yates—If | understand your question, it is around the current operations in the mine
within their existing lease?
Senator SSEWERT—VYes.

Mr Yates—We can respond to that. We are not able to respond to any questions regarding
the new lease that they made, because that is a matter for the Environment portfolio.

Senator SIEWERT—Yes, | am aware of that. The decision has been made. | was
reflecting on that in light of the future plans for mine closure planning et cetera.

Mr Yates—Okay. The mine at the moment has a lease that goes through to 2019. The mine
is operating at the moment within that lease’s provisions.

Senator SSEWERT—Yes.
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Mr Yates—We are in a process of negotiating with the mine around some of the
terminology on the lease, but it is purely around the existing operation of the leasg; it is not
about any sort of expansion of the lease area. So the mine at this stage can continue to operate
to 2019. As we get closer to that date, there will be, of course, further negotiations with the
mine and i ndeed the community regarding what happens in the post-mining environment.

Senator SIEWERT—Okay. Can | just go back to the comment you made about
terminology. Are you able to expand on that alittle bit so | understand what you mean?

Mr Yates—At this stage | would prefer not to because we are in discussion with the mine
and | do not want to pregjudge where that is going. What we are trying to achieve is clearer
terminology in the lease—and it is a relatively old document—so that both parties have a
better understanding, particularly of the mine's obligations.

Senator SIEWERT—OKkay. | may come back in February and ask you some more about
that.

Mr Yates—Certainly.

Senator SIEWERT—Secondly, | appreciate that the mine has a lease until 2019; are you
planning now for the closure process? When does that start?

Mr Yates—We are not specifically planning for the closure per se, but you may recall
Minister O’ Connor last year appointed a task force to look at the long-term economic and
environmental sustainability of Christmas Island. One of the express parts of that isto look at
the post-mining environment and how we transition the economy beyond that. That task force
report has not yet been considered by government. We expect to be able to pass it to
government in the very near future.

Senator SIEWERT—Okay. That was going to be my next question. It sounds like the task
force has completed its—

Mr Yates—Thetask force'swork islargely completed and we have a draft report.
Senator SIEWERT—OKkay. You are anticipating providing that to the minister shortly?
Mr Yates—In the very near future.

Senator SIEWERT—Okay. Then the minister will consider it and announce the decision
in due course.

Mr Yates—That is correct. It will then be a matter for the government to consider.

Senator SIEWERT—Okay. Thank you. In terms of the rehabilitation, | asked in
Environment estimates yesterday about how the process was going and what was happening
with the areas that were the subject of the application previoudly. Is there any further work
that needs to be done on those sitesin terms of rehabilitation?

Mr Yates—I just need to clarify: when you say the sites previoudly, are they the sites that
the park has been previously working on or are they mine sites that the mine is working on?

Senator SIEWERT—I mean mine sites that the mine was working on that were subject to
the applications for expanding mining. Some of those already had regrowth on them, as |
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recall, and | am wondering if there are any other of those areas that need further rehabilitation
work.

Mr Yates—I think the best way | can answer that at this point, Senator, is that there are a
series of high priority sites that have been identified and that Parks Australia or Environment
is best placed to answer that, as they actually run the rehabilitation program.

Senator SIEWERT—I might put some questions on notice, because they told me to come
and ask you.

Mr Yates—We certainly provide funding but they work through the program. We can
certainly take it on notice and devel op that answer with them, yes.

Senator SIEWERT—If you could, about what areas and are there any other areas within
that that are the high-priority sites? Without trying to be judgmental, we also talked about the
relatively slow pace of the rehabilitation process in terms of funding. As | understand from
what they said last night, and | hope | am not misinterpreting their words, they are working to
the pace for which the funding is available. | am aware, having talked to them in the past, it is
fairly slow.

M s Beauchamp—We will seeif we get some more information.

Senator SIEWERT—That would be appreciated, thank you. | have ancther set of
guestions and, again, | am not sure if | am asking in the right area. With the process of
development in the Kimberley, | am aware that there has been a social impact study done by
the Kimberley Land Council that has been provided to the state government and | am
wondering (a) if you are aware of that study and (b) whether you have been given a copy of
that study.

Ms Fleming—I think we would have to take that on notice because the Kimberley Land
Council has been concerned about a number of issues in the Kimberley, so it depends whether
you are talking about James Price Point or you are talking about some other elements of the
Kimberley devel opment.

Senator SIEWERT—NO, it is the element of James Price Point, but | must say | do not
know if it expands. | know it has considered the issues around James Price Point. | do not
know the extent to which it actually looks at other issues, particularly in the West Kimberley.

Ms Fleming—It is my understanding that the two issues are quite separate, but we would
need to take that on notice because James Price Point is an issue for the WA state government
at this stage.

Senator SIEWERT—Can | explore that a little bit. | interpret that to mean that if the
social impact study just applies to the James Price Point development—and, as | say, | do not
know the exact terms of reference—you will not have seenit.

Ms Fleming—At this stage, no. The East Kimberley development package is in the
vicinity of the Kununurra area up to Wyndham and down to Warnham, and James Price Point
isahit to the left. The Kimberley Land Council of course covers both.

Senator SSEWERT—Yes.
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Ms Fleming—But at this stage we understand they are seeing them as two separate
exercises.

Senator SIEWERT—There s, of course, Commonwealth involvement in the James Price
Point and the West Kimberley developments and there will be requirements for approvals.

M s Fleming—We would be happy to take the question on natice, but at this stage they are
Separate.

Senator SIEWERT—Yes, | understand that; | understand they are being dealt with. So |
was misinterpreting what you said earlier. | misunderstood that you were talking about the
East Kimberley.

M s Fleming—The West Kimberley?

Senator SIEWERT—I was talking about the West Kimberley, and there are other
devel opment proposals, as you will be aware, in West Kimberley.

M s Fleming—Yes.
Senator SIEWERT—What | was referring to is | was not sure if the social impact study

just considers James Price Point, or some of the other development proposals in West
Kimberley.

Ms Fleming—The West Kimberley package that was announced, | think, in the media a
week or so ago, about potential future agriculture: we are till seeking information around the
WA government’s perspective on that, so we would need to take questions on that on notice.

Senator SIEWERT—Okay, so could you take on notice whether you have seen the social
impact statement—wall, it is not just the statement, sorry; it is a pretty thorough study, as |
understand it.

M s Fleming—Yes, happy to take that on notice.

Senator SIEWERT—That would be appreciated, thank you. As promised, short.

CHAIR—Thank you very much, Senator Siewert. | understand we are now going to move
to the Office of Northern Australia. Is that correct, Senator Macdonal d?

Senator IAN M ACDONAL D—Thank you.
[2.54 pm]

M s Foster—Ms Fleming is the head of our Office of Northern Australia, so we can move
straight in.

CHAIR—Thank you. Senator Macdonald.

Senator IAN M ACDONAL D—Thank you, Mr Chairman. These are made a fraction more
difficult because we till have not got the answers to all the questions we asked last time. Just
going back to that, you have indicated the department has finished with the answers and you
accept them shortly. | do not want to be here at the next estimates and still not have the
answers to those, or have answers that say, ‘We talked about that at the October session, so we
decided not to answer it.’" | want them all answered. Isthat clear?

Senator Sherry—That isclear and it will be done.
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Senator IAN MACDONALD—Minigter, the officials told me they have finished their
work; it remains for their minister.

Senator Sherry—YVYes.

Senator IAN MACDONALD—Could you just give us a guesstimate of when the minister
might be able to—

Senator Sherry—If those answers are in by the end of this week, in the next couple of
days, | have already talked to a staff member of the minister and stressed the urgency. | cannot
give you an estimated time, but | have followed it up personally and | will be endeavouring to
get it to you in the next week or two at the outside.

Senator IAN MACDONAL D—Thank you.
Senator Sherry—I have stressed the importance of that.

Senator IAN MACDONALD—Thank you, Minister, | appreciate that. | was told at the
last estimates that the principal roles for the Office of Northern Australia were to assist the
parliamentary secretary in coordinating responses on Northern Australia and also supporting
the Northern Australia Land and Water Task Force. Neither of those two things exist. What is
the office going to do?

Ms Fleming—The policy responsibility for the Office of Northern Australia is retained
and, in fact, there is a commitment by the government to strengthen the Office of Northern
Australia in the agreement with the Independents, and that policy responsibility resides with
Minister Crean, the Minister for Regional Australia, Regional Development and Local
Government. So those functions remain as valid, if not stronger, than they were previously.
The task force has concluded its report, as you indicated, but we are working across the
Commonwealth to devel op a response to the task force.

Senator IAN M ACDONAL D—The task force report came out in January or February.

Ms Fleming—In February 2010, and the government, as an election commitment,
announced a first-stage response to the Northern Australia Land and Water Task Force report,
a commitment to the Northern Australia Sustai nable Futures Program of $6 million. That isan
election commitment that will be worked through the budget process. But there are some
eight projects contained within that commitment, so we will be working to devel op those.

Senator IAN MACDONALD—Have we seen them, apart from newspaper reports or
media releases during the election campaign? Could you make those available to the
committee?

Ms Foster—There was a very comprehensive statement by then Parliamentary Secretary
Gray which outlined that program. That is yet to go through the budget process and therefore
we are as yet unable to give you details of how that will be rolled out.

Senator IAN MACDONALD—How it will be rolled out or how it will be funded; is that
what you are saying?

Ms Beauchamp—The government on 15 August outlined that $6 million would be
provided to implement, as Ms Fleming said, this first instalment in terms the response to the
task force report. So there is a commitment there to do that.
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Senator IAN MACDONAL D—Where does the $6 million come from?
M s Beauchamp—That will be sorted out through the budget process.
Senator IAN MACDONALD—Soit is not going to happen until 1 July next year?

Ms Beauchamp—I am not too sure when the start date might be, but that is currently
going through the budget process now.

Senator IAN MACDONAL D—Can you start before you have got money for it, or do you
just sort of mix it around the departmental funds and hope that you get it back in the budget?

M s Beauchamp—In terms of the commitments that were made, we are certainly looking
at how they might be rolled out.

Senator IAN MACDONAL D—AnNd funded?
M s Beauchamp—And funded.

Senator IAN MACDONALD—These were questions taken on notice, but no doubt, as
you have done the work, you would be able to tell me off the top of your head now. Can you
tell me the position regarding the staffing of the Office of Northern Australia?

M s Beauchamp—Yes, | can, and | will hand over to Ms Fleming. My understanding is we
have 27—21 officers allocated to the Office of Northern Australia.

Senator IAN MACDONAL D—Isthat 21 or 27?

M s Beauchamp—Twenty-one.

Senator IAN M ACDONAL D—And based where?

M s Beauchamp—I think there are a number in Townsville and 14 here in Canberra.

Ms Fleming—There are 14 in Canberra, five in Townsville, one in Darwin and one in
Kununurra.

Senator IAN MACDONAL D—Is the one in Kununurra now full time or is it only part
time?

M s Fleming—No, still part time.

Senator IAN MACDONALD—The Townsville numbers have come down from eight to
five?

M s Fleming—No, they have been five for some time. They were originally seven a couple
of years ago, but they have been five for sometime.

Senator IAN MACDONALD—In that case—on notice today but complementing the
guestion on notice from last time, which we have not yet got the answers to—could you give
me the staffing levels across the last three years in the office and in each part of the office,
please.

M s Fleming—Yes.

Senator IAN MACDONALD—The office in Townsville is part of a general departmental
office aswell, isit? It does other things besides—
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Ms Fleming—The office does provide some support to the regional grants projects and
manages some contracts within the Queensland jurisdiction as well as undertaking work for
the Office of Northern Australia.

Senator IAN MACDONALD—What interaction does the office have with the Regional
Deve opment Australia groups across the north of Australia?

Ms Fleming—The office has quite a strong contract. The office is taking the lead in the
development of the Cairns plan—I think we raised this at the last estimates with you—and
they have been working with the RDAs of Townsville and Cairns to assist Advance Australia,
which is the lead agency in the devel opment of that plan. In fact, we have provided $30,000 to
assist Advance Cairns and the councils and regions to strengthen the development of that plan
and bring the thoughts of the region together.

Senator IAN MACDONALD—You told me at the last estimates that the Cairns plan was
due to be released in October or November. Could you update that?

Ms Fleming—That is still a matter of consideration for government—the response to the
task force. The Cairns plan? Sorry—the Cairns plan is now scheduled for release in January.
The councils have a broader remit of consultations and they sought additional time and that
was agreed.

Senator IAN MACDONALD—Would either the office or your minister, who is now
Mebourne-based Mr Crean, have a role in the allocation of fundings from various
government programs to recipients in Northern Australia?

Ms Foster—I think there are two parts to that. The first is the program that Ms Fleming
has already referred to, the $6 million Sustainable Futures program, which incorporates some
funding from CSIRO and some funding from the department of agriculture.

Senator IAN M ACDONAL D—Sorry to interrupt, but | meant in a more general way. Mr
Gray, as parliamentary secretary with particular responsibilities for Northern Australia, was a
sort of advocate for Northern Australia. Is that role going to continue with Mr Crean? Is he
going to be pushing for benefits for Northern Australia as opposed to southern Australia,
where he lives and where he is el ected from?

Ms Beauchamp—Mr Crean will be pushing for transparency in government investment
and effort right across regional Australia, and | think that is a commitment that has been made
through the commitment to regional Australia—finding out the level of effort of
Commonwealth investment and effort right across Australia, which of course would include
Northern Australia.

Senator AN MACDONAL D—I wonder what Mr Gray would have said, had he till had
arole in the north, to the revelations about the first Gillard government allocation of funds,
which was snuck out yesterday for the Caring for our Country program, to those groups and
programs that cover more than half of the continent of Australia—remembering that thisis a
program that deals with country, not with people. The Northern Australian groups and projects
got atotal of 12 per cent of the total funding, and even if you add in Reef Rescue it is 22 per
cent for half of Australia. | wonder if the office or Mr Gray's replacement, who you tell meis

FINANCE AND PUBLIC ADMINISTRATION



F&PA 88 Senate Tuesday, 19 October 2010

Mr Crean, would be concerned that Northern Australia appears to have been victimised for
the fabulous result it had at the election for coalition parties.

Senator Sherry—That is not a matter for the officers. | will take it on notice, and | do not
accept the polemic and accusation of victimisation. | just do not accept it, but | will take it on
notice for the minister.

Senator IAN MACDONALD—Can | leave out the polemic at the end and say: is it
something that would concern the office or the minister taking on Mr Gray’s role of advocacy
for Northern Australia to find that a mere 12 per cent of the total funds for Caring for our
Country has gone to Northern Australia, which constitutes half of the continent, and the
balance has gone to the southern part of Australia?

Senator Sherry—You are asking the officers for a policy political observation in view of
the allocation of funds based on a minister’s decision. | will takeit on notice for the minister.

Senator IAN MACDONALD—OKkay. Is it legitimate to ask the office if it has some
concerns with that sort of approach?

Senator Sherry—I take it on notice.
CHAIR—The minister has taken it on notice.

Senator IAN MACDONAL D—Minister, you might also ask Mr Crean what intervention
he made with the agriculture and environment ministers—whatever their long titles are
nowadays—who made the decisions on Caring for our Country, to argue the case for Northern
Australia, which constitutes, as | say, half the landmass of this continent. Would you take that
on notice too?

Senator Sherry—I will take it on notice, but as you know cabinet discussions and
discussions with ministers et cetera are confidential. But | will take it on notice and see what |
can provide you.

Senator IAN MACDONAL D—Is the office aware that it appears from material given to
us in the Caring for our Country program—and | am taking your coordinating role across the
regional subcommittee of cabinet and the other units that we were talking about before—that
the Caring for our Country grants rel eased yesterday do not appear to contain any funding at
all for that part of Western Australia north of the Tropic of Capricorn? Is that something that
the office is aware of and, if so, could they explain why that might be? Perhaps it was a
mistake.

M s Beauchamp—We will take that on notice.

Senator IAN MACDONALD—I know Senator Siewert raised that yesterday, because
they were just flicked to us as we were having the estimates committee, and she did raise that
it could not possibly be right that the north of Western Australia was left out, but perhaps you
could check it out through Mr Crean, as | am sure he would be very concerned. At the last
estimates you indicated to Senator Heffernan that the tender for the Kununurra education
precinct had been advertised, and you took on notice whether you could provide the tender.
Do you know if that tender is coming to us in the answers to those questions yet unanswered?
Could you tell usif the tender has been let, who got it and what the details are.
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M s Fleming—As | indicated before to Senator Back, the WA government isin consultation
with John Holland, who was the preferred tenderer for the education and health precinct. That
is yet to be finalised, so that is still a matter of commercial negotiation between the WA
government and John Holland.

Senator IAN MACDONAL D—What is the Western Australian government’s role in this?
It is being funded by the Commonwealth, | understand.

Ms Fleming—The East Kimberley Development Package has three components. The
major funding is under a national partnership agreement with WA—$177 million to provide
community and social infrastructure. There are four streams: health, education, transport and
social housing. The education and health projects are the subject of the tender which John
Holland is the preferred provider for.

Senator IAN MACDONAL D—So the work has not started yet. You are saying the state
government are doing the design and project management. The federal government is funding
that as part of the social and educational package of the East Kimberley package. Isthat right?

M s Fleming—That is correct, Senator.

CHAIR—Senator Macdonald, could | just indicate that we were scheduled to have a break
at 3.15, but | think we will just continue on with northern Australia, because there will be a
change of minister at the end of this session.

Senator IAN M ACDONAL D—I am going to be finished by 3.14.
CHAIR—OKkay. Well, just in case you needed to carry on.

Senator IAN MACDONAL D—Thank you, Mr Chairman, for your courtesy there. Do you
have before you the payments that were made to members of the Northern Australia Land and
Water Taskforce, recognising that several of the members of the task force refused any
payments? We did ask that on notice before. | am just wondering if you have those here now.

M s Beauchamp—Senator, | have not got them here now. | understand it was asked at the
last estimates and we will provide that in the next couple of days through the minister.

Senator IAN MACDONAL D—But you cannot tell me off the material you have in front
of you?

M s Beauchamp—I have not got that material in front of me, no, sorry.

Senator IAN MACDONAL D—I know, from media reports and conversations | have had,
that Mr Gray, as parliamentary secretary, was very keen on some water storage projects in
northern Australia which, no doubt, would have featured in discussions which the Prime
Minister would have had with Mr Katter and other independents. Can you update me on any
work being done by the office or the department on water projects, say, on the Gilbert River
or the Flinders River?

Ms Fleming—No, Senator, there is no work being done on that at this stage. Under the
election commitment there is a project to look at water management across the north in terms
of Indigenous communities and water use and to ook at more sustainable agriculture through
water work with CSIRO, but there are no projectsin the vicinity that you have spoken about.
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Senator IAN MACDONALD—So neither the office nor the department has been doing
any work on proposals for a major water storage on the Gilbert and/or the Flinders rivers?

M s Fleming—We have no major work. We have not been commissioned to do any work in
that area.

Senator IAN MACDONAL D—Some people will be interested to hear that. That is all |
have, thanks very much. We look forward to getting those answers. And, Mr Chairman, there
are some guestions on the broader portfolio that | will put on notice as well.

CHAIR—Thank you, Senator Macdonald. Are there any other questions from the senators
for regional Australia, regional development and local government? If not then | thank the
minister and the officers for their attendance. We will now have a break for 15 minutes. Thank
you.

Proceedings suspended from 3.14 pm to 3.32 pm
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[3.32 pm]

M edibank Private Ltd

CHAIR—I welcome the Minister for Finance and Deregulation, Senator the Hon. Penny
Wong, Mr George Savvides from Medibank Private and other officers, and Ms Mason from
the department. Just to recap on a couple of things, you, of course, are familiar with the rules
of the Senate governing estimates hearings. | just draw attention, firstly, to the decision of the
committee that Friday, 3 December has been set as the date by which answers to questions on
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notice are to be returned. | draw your attention to an order of the Senate of 13 May 2009
specifying the process by which a claim of public interest immunity should be raised. Does
anyone have an opening statement?

Senator Wong—No, thank you, Chair. Mr Savvides may have, but | do not.
Mr Savvides—No, | do not.

CHAIR—We are dealing specifically with Medibank Private at this stage. So, Senator
Cormann, it is over to you.

Senator CORMANN—Thank you, Mr Chairman. Welcome back, Mr Savvides. | note
Medibank Private made a nice profit of just over $300 million in the most recent financial
year. That isright, isn't it? That is about triple the result of the previous year. What has been
causing that change in performance from the previous year?

Mr Savvides—Yes, it has been a very strong result for the financial year to 2010. The
result is very strong for several reasons. The fund continues to grow its membership, which is
important in terms of our commercial objectives—renewing the younger membership. It also
has had a significant turnaround in its investment performance, from a negative result in the
prior year to a positive result. The overall turnaround has been $188 million injust investment
performance. The underwriting profit continues to grow. That is the core profit out of health
insurance. The key reason why that has grown is that we have had two years of working on
our management expense costs. We have come down almost two percentage points, from 10.5
per cent to about 8.7 for our core private health business. That is around a $70 million to $80
million a year saving in overheads. That contributes to the underwriting as well. Along with
our procurement capability, we are the largest health fund, so we purchase a little better than
most, we hope, and that also finds its way into the underwriting margin. All of those
contributing factors landed into a quadrupling of our profit result this year.

Senator CORMANN—You have only recently become a for-profit organisation. Have you
got a profit target? How do you set your target for the financial year and your budget in terms
of what you are aiming for?

Mr Savvides—We have a process with our shareholder department. It is called our
corporate planning process. Every year we refresh the corporate plan, and there is a ralling
three-year plan that is refreshed annually. Within that process, and also in that conversation
with our shareholder department, we determine the ongoing objectives. They are not all fiscal.
That is how we end up driving our financial results.

Senator CORM ANN—What is your current profit target?

Mr Savvides—We do not reveal our forward view. We are a competitive commercial entity
and we do not like to signal—

Senator CORM ANN—So0 the $300 million-odd in the most recent financial year, was that
better or worse than your profit target at that time?

Mr Savvides—It did exceed our goal and target, yes.
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Senator CORMANN—The government have announced that they will instruct M edibank
Private to pay a special one-off dividend of $300 million in 2010-2011. Has that happened?
Have you paid?

Mr Savvides—No, we have not paid.

Senator CORMANN—When do you expect that you will have to pay that special
dividend?

Mr Savvides—When that is confirmed from our sharehol der, we will take that to the board
and the board will review and make its call and it will be paid, as requested, assuming it meets
the appropriate criteria.

Senator CORM ANN—You have not been formally requested yet?
Mr Savvides—No, we have not.
Senator CORM ANN—How did you find out about it?

Mr Savvides—With everyone else who found out about it, on the same day, in the public
announcement during the election campaign.

Senator CORM ANN—The government in the election made a public announcement that
it would take a special dividend out of Medibank Private of $300 million, and that was the
first you heard of it?

Mr Savvides—Yes, agreed.
Senator CORM ANN—There was no prior consultation?
Mr Savvides—No.

Senator CORMANN—That seems like an odd way for a government to deal with its
asset.

Mr Savvides—It is not for me to make an assessment of that.

Senator CORMANN—That is okay. Is the special one-off dividend on top of regular
dividend payments that have been agreed with the government?

Mr Savvides—I bdievethat is correct, yes.

Senator CORM ANN—What regular dividend payments have been agreed to so far?
Mr Savvides—In the prior year, we paid around $80 million worth of dividends.
Senator CORM ANN—Isthat eight zero?

Mr Savvides—Yes.

Senator CORM ANN—That was eight zero over what period of time?

Mr Savvides—Eighty-three million dallars, to be precise.

Senator CORMANN—So you have paid $83 million since the conversion to a for-profit
company?

Mr Savvides—Yes, that is the first- and the second-half dividends for the financial year to
2010, our first year of dividend paying.
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Senator CORMANN—How were those dividends set? Is there a formula? We have had
this discussion in the past, before it happened, as to how you might engage in those
discussions with the government. But now that it has happened and you have a regular
dividend payment set up, what is the formula you use to determine the dividend?

Mr Savvides—You can see in hindsight—it is in our annual report that was distributed a
few weeks ago—that the post-tax result dividend is set aside at $83 million and the balance
was retained in profits, along with the tax payment.

Senator CORM ANN—BUut how did you come up with the $83 million?

Mr Savvides—It is roughly about a third, a third, athird. It is not a strict formula, but that
isvery similar to what you see onthe ASX aswell.

Senator CORM ANN—So, moving forward, is that going to continue to be roughly a
third, athird, athird, like the regular dividend payments?

Mr Savvides—Roughly, that is the basis that we plan on the future, yes.

Senator CORMANN—That is your expectation. But would you expect there to be further
one-off special dividends?

Mr Savvides—I do not think we have an expectation. Also, | think the point to be madeis
that you do not pay dividends unless you make a profit. We can have targets to make profits
but, unless you realise them, you cannot pay them.

Senator CORMANN—If Medibank has a bad year over the period, you would not be
expected to pay dividends in the bad year?

Mr Savvides—The shareholder can make a call. It is their company. If they believe, along
with the board, agreeing that the capital in the business is more than is required to meet its
corporate plan and strategic objectives, it can make a decision.

Senator CORMANN—BLUt that is exactly the point, though, isn’'t it? And we have had this
discussion in the past too. You can refresh me on the numbers, but in a past discussion you
mentioned that your capital reserves on top of the minimum required by PHIAC were about
$800 million. That was it roughly?

Mr Savvides—That is correct, yes.
Senator CORM ANN—So where isthat figure at the moment?

Mr Savvides—It is a little higher than that, obviously, as a result of the improved financial
year.

Senator CORM ANN—So, what, just over $1 billion roughly?
Mr Savvides—Over $1 hillion, yes.

Senator CORMANN—AnNd so $300 million is coming out. Given the government’s
justification—they said that your capital reserves are well in excess of your prudential
requirements—thereis still a bit of money that the government could target, is there not?

Mr Savvides—I think you should ask the government that.
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Senator CORM ANN—I will. Let me just ask you, though, in your discussions with the
government or your shareholder minister has there been any agreement on what would
happen if you did not make a profit? Would still be expected to pay a dividend from your
reservesif the reserves are down?

Mr Savvides—Yes.

Senator CORM ANN—In a bad year would you be paying a dividend?

Mr Savvides—I have not had that conversation.

Senator CORM ANN—So how many months of reserves does Medibank currently hold?
Mr Savvides—I have not got that figurein months. | could take that on notice.

Senator CORM ANN—That would be great. And the anticipated dividend, like we noted,
would reduce your reserves by about 30 per cent. If it is about $1 billion it would be $300
million down.

Mr Savvides—Thereis a prudential capital requirement of the fund and then there are the
general reserves beyond prudential. So it depends on how you classify reserves.

Senator CORMANN—It will reduce your above minimum prudential requirement
reserves by about 30 per cent.

Mr Savvides—No, the minimum prudential requirement does not get touched at all.
Senator CORM ANN—Thisiswhat | am saying.
Mr Savvides—So it is general reserves beyond that.

Senator CORMANN—It will reduce the share that is above your minimum prudential
requirements. It will reduce that by about 30 per cent.

Mr Savvides—So, in excess of our minimum prudential reserves, the board sets a buffer,
whichis arisk-rated buffer. In excess of that are general reserves where the organisation over-
performs beyond its prudential requirement, and it isin that area that the special dividend will
be taken from.

Senator CORM ANN—So the government takes $300 million out of your reserves. That is
capital that has been accumulated courtesy of your members?

Mr Savvides—No, it does not operate that way. As you saw in the result this year, a very
substantial part of the financial result came from the $188 million turnaround in investment
performance.

Senator CORM ANN—So where do your investments originally come from? The capital
that you are investing has been accumulated by your members, hasn't it?

Mr Savvides—Medibank Privateis a company that sells an insurance product, and the way
it manages the sale of that product creates a commercial result. And, as it does that over many
years, that commercial result accumulates. But given that up until last year we were a not-for-
profit, non-tax-paying, non-dividend-paying entity, the company today is very different from
itsoriginal form. Fifty per cent of our employees do not even participate in health insurance at
all. They provide health services across Australia and in New Zealand and those other parts of
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the busi ness produce profits. The group profit is the result that we talked about earlier—and it
isout of the group result, which isway beyond private health.

Senator CORMANN—So you are running a diversified business now which goes well
beyond private health.

Mr Savvides—Yes, that is correct.

Senator CORM ANN—It really makes one wonder why you should still be in government
ownership.

Mr Savvides—It is not for me to make that—

Senator CORMANN—I did not expect you to comment on that. | am just making the
observation. You could have charged significantly lower premiums or been even more
competitive in your premiums if you did not have to pay so much out of your reserves. You
would have been able to keep premiums lower if you did not have to pay to us $383 million,
wouldn’t you?

Mr Savvides—No, that is not correct.

Senator CORMANN—So you would just continue to accumulate those reserves internally
at that level?

Mr Savvides—No, what is not correct is that you are connecting the setting of premiums
with the payment of a dividend. Those two things are not connected in the way we go about
preparing our case for a premium adjustment.

Senator CORMANN—It is connected to a certain degree, though. As a for-profit
company, some of your profit is based on your operating performance, so year after year you
are building up your reserves. You have built reserves up significantly higher than what the
minimum prudential requirements are. Minister Roxon, at various times, has said that the
premium increases that she approves will not go beyond the minimum prudential—to cover
the minimum prudential requirements—so you would actually have been able to offer lower
premium increases to your members if you did not have to feed that profit into dividends.
That isjust a matter of logic.

Mr Savvides—The way | think is a more balanced way of seeing it in terms of a broader
lens is that the most important thing we do when we set premiums is an actuarial process and
a projection. We determine the claims requirements for our four million customers not only
one year out but several years out. We extrapolate that into the multiple-year framework as the
regulator PHIAC requires us to do. The most important thing we do, therefore, is cover the
projected requirements of our members. The board confirms its position on premium
submissions to the department of health and the minister of health, and that is a risk based
assessment. | know you understand that.

Senator CORM ANN—Sure.

Mr Savvides—So we do that in a way that we are, As you would expect, as an insurer we
do that in a conservative way. We also try to make sure that we are competitive, so it is no
surprise to find that we have achieved that as well. In the last four years our premium
increases have been below the industry average, and we have strived very hard to do that. On
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top of that, we work hard to be efficient. And, as| said earlier, we have taken our management
expense cost ratio down by almost 20 per cent in the last three years.

Senator CORMANN—That is all great and as it should be. You should be keeping your
management expense ratio low so you can have downward pressure on your premiums. And
being efficient is fantastic. But the truth still is, though, that some of the profit that you make
has been generated courtesy of the surplus operating profits from your health insurance
business.

Mr Savvides—That is correct.

Senator CORMANN—That means your members are effectively helping to fund
government spending, which would not have been the case before Medibank became for
profit.

Mr Savvides—I think 50 per cent of Australians have private health and 70 per cent of
them buy their health insurance from tax-paying entities who have dividend policies
themsel ves.

Senator CORM ANN—Sure.

Mr Savvides—The owner of this health fund, the government in this case, is entitled to a
dividend as well, | would have thought.

Senator CORMANN—Was the possibility of a one-off special dividend discussed when
the discussi ons with government happened around the conversion to a for-profit company?

Mr Savvides—No, the first we heard of the special dividend was when it was announced.
Senator CORM ANN—So it was not even raised conceptually as something that—

Mr Savvides—No, the more general conversations at conversion were around our ability
to maintain competitive premiums. As we have already stated, we strive to be below average
in premium adjustments. The important thing is our ability to cover the health costs of our
four million customers and also our capital structure as a for-profit company. They are the
macro-issues that the shareholder department was concerned to make sure were embedded in
our corporate plan, so we went through that processin a planning sense.

Senator CORM ANN—-BuUt the bottom line, though, is that all of the efficiencies you have
achieved and all of the surpluses that are generated from your health insurance business are
now going into building up reserves which are then potentially the target of one-off special
dividends to government. We have seen that happen once as a special dividend. What would
stop government from doing it in the future?

Senator Wong—You are asking Mr Savvides to comment on what a government might do.

Senator CORMANN—No, | am not really asking him to comment on what the
government—

Senator Wong—Yes, | think you are, when it is both future—
Senator CORM ANN—I am asking questions about what the government has done.

Senator Wong—It is both in the future and also hypothetical. It is not really an issue for
Mr Sawvides to comment on.
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Senator  CORMANN—Minister, with al due respect, there is a very specific
announcement by the government which was made without consultation—

Senator Wong—Yes, and | am happy for you to ask questions about that. | have not
intervened in relation to that.

Senator CORMANN—Well, it stands to reason that if it happened once it can happen
again.

CHAIR—Senator and Minister, it would be appreciated, please, for Hansard's benefit, if
people do not talk at the same time.

Senator Wong—Sure. What | was saying was | am happy for you to ask questions about
that. | have not intervened in relation to those questions.

Senator CORM ANN—Mr Sawvides, all other things being equal, if the government did
not charge a $300 million special dividend these capital reserves would generate income for
Medibank, wouldn't they?

Mr Savvides—The size of the balance sheet generates either cash interest rate or equity
based returns. Most of our investments are in cash. Almost three-quarters are now in cash.

Senator CORM ANN—Have you assessed the impact on Medibank of the dividend so far
in terms of reduced revenue?

Mr Savvides—Basically, | think your point is, is it constraining the organisation? Is value
being denied the customer? | am not sure if that isimplied. | think, just on reflection, in the
last 18 months the shareholder has been supportive of the company expanding into health
services. We are certainly not constrained as a result of being a for-profit dividend-paying
entity. The business has doubled in employment size in those 18 months. We have one of the
largest health service businesses in Australia now. It is not an independent activity, in one
sense, in that we bought a series of businesses that, in their own rights, provide health
services, but they also hep the health fund manage its most significant health costs—its
members that have chronic disease. So there is a strategic intent there: to make sure that what
we do with our balance sheet—in the case that | am referring to, very significant
acquisitions—benefits all of our customers, including health fund members. And | think we
have proven that that is, in fact, what we are doing.

Senator CORMANN—I understand all of that, but the reality is, though: you would be
doing all of that evenif you did not have to pay $383 million worth of dividends. So | say, all
other things being equal, if you had those $383 million in capital still available, and you
would be doing all the fantastic things you are doing, you would be in a better position in
terms of your revenue, wouldn't you?

Mr Savvides—Having run an ASX-listed company in the past, to do what | have just
described and not reward the shareholder during that process would have been a very difficult
thing to do.

Senator CORMANN—It is a government shareholder, of course. This is a bit different
from anormal ASX—

Senator Wong—But you were drawing the analogy, Senator.
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Senator CORM ANN—No, but you have made it a for-profit company.

Senator Wong—But you have drawn the analogy with a private company, or publicly
listed company.

Senator CORMANN—I haven't at all. No. | haven't at all. You are a for-profit company
with one sharehol der, who happens to be the government.

Senator Wong—True.
Senator CORM ANN—AnNd the government happens to have decided to take—
Senator Wong—But public companies also have shareholders.

Senator CORMANN—$383 million of dividends out of it. | think you have already
answered the question. Clearly, if those reserves were still with Medibank Private you would
draw revenue from those reserves either because they invested in cash or because they
invested in other—that was your answer, wasn't it?

Mr Savvides—No. My answer was that, in the context of a rapidly expanding business,
shareholders normally get a reward for funding expansion. And that is what is happening in
this equation.

Senator CORMANN—So, Mr Savvides, you would not be drawing any revenue if you

had $383 million with you rather than with the government from that increased capital
reserve?

Mr Savvides—The six per cent interest that that generates, we pay that out in two or three
days worth of claiming.

Senator CORM ANN—Sure, but it isall cumulative, isn't it? So in your forecasting, when
you put your forecast together for your premiums, do you take your investment income into
account as part of what your expectations are in the year ahead?

Mr Savvides—We take all of our financial assets into account. We extrapolate them
forward; it is not just one year.

Senator CORM ANN—Yes.

Mr Savvides—But the real science is in the actuary’s ability to understand what four
million Australians are likely to consume in health dollars and what the health inflation
component of those dollars is doing in the forward outlook, and then out of that comes our
estimate for what we need as a premium to cover that expectation. We are conservative by
nature. | came into Medibank in 2001 when it was in a somewhat distressed state, so we are
conservative in the way that we go about running our business these days.

Senator CORM ANN—In May 2009 when we discussed this—and thisis a direct quote—
you said:

If any health fund had its reserves substantially changed, it would have a flow-on effect in terms of
volatility of rate.

| assume you stand by that statement.
Mr Savvides—Yes. The emphasis being ‘ substantially’. Yes.
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Senator CORMANN—Hence my next question: a $383 million dividend, including a $3%2
million dollar special dividend—does that qualify, from your point of view, as a substantial
changein your capital reserves?

Mr Savvides—Yes. The quote you have drawn—I am referring to the prudential capital,
and the prudential capital has not been touched in this exercise at all.

Senator CORM ANN—The discussion we had at the time is that your board—and | am
sure you remember this—had taken the view that it was prudent to have reserves over and
above the prudential capital required, and that if there was a significant reduction in that it
woul d—the reason you have that is so that you have less volatility.

Mr Sawvides—Yes, we do. Let me just clarify it. So there is the prudential reserve, cap ad
of 1.0, then thereis the buffer.

Senator CORM ANN—Of course.

Mr Savvides—And then beyond the buffer there are general reserves. | am saying that the
300 that you are referring to is coming out of general. It is nowhere near the board risk
assessment and then nowhere near the prudential.

Senator CORMANN—So what you are saying is: from your point of view, it is not a
substantial change. When would it become a substantial change?

Mr Savvides—It is a sort of what-if.

Senator CORMANN—No. No. It is not awhat-if. You must have a clear assessment as to
how far your company—I mean, what is the buffer of both the prudential reserves?

Mr Savvides—I think it is $300 million to $400 million above cap ad.

Senator CORMANN—So you are $1 hillion above at the moment minus $300 million;
that takes it to $700 million. So if you went down another $400 million, that is when you
would start getting concerned.

Mr Savvides—It would be something of that order. Yes.

Senator CORMANN—Yes. Okay. That is what | was keen to find out. You mentioned just
now how you have had below industry standards average increases in your rates over the past
three years, but what matters of course is not what happened over the past three years, is it.
What mattersis what is going to happen in the next three to five years. Can you put your hand
on your heart and tell the committee that this special dividend, and other regular dividend
payments, will not have any impact on your premium increases moving forward?

Mr Savvides—Absolutely. Our intent, going forward, remains unchanged whether the
dividend was to be paid or not, and that is that we want to be competitive. And we have seen
as the measure for that to be below industry average. We cannot absolutely guarantee that,
because it is a bidding process and we do not know what the other health funds are bidding.

Senator CORM ANN—So you cannot absolutely ruleit out.

Mr Savvides—But we have been pretty good at targeting for the last few years and, also,
we are absolutely committed to making sure that what we sell in the product is value. So it is
one thing to talk about premiums per se and the size of the increase—
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Senator CORM ANN—You have got a better product than everybody ese. Yes.

Mr Savvides—but what is in the product, the value that has been restored, is absolutely
critical. And not every product that is compared to the other is of the same value.

Senator CORM ANN—That is where it becomes very complicated, though, doesn't it?
Mr Savvides—It does.

Senator CORM ANN—Because, quite frankly, the level of increase does not really matter
either. What mattersis the actual price for what you get.

Mr Savvides—That isagood line of thinking. Yes.

Senator CORMANN—Yes. So you are confident that, in terms of price charged, with
what you are offering, you will continue to be more competitive than anybody else,
irrespective of having to pay these dividends?

Mr Savvides—That is why you have given me a wonderful segue there, because as to the
busi nesses that we have acquired—in Health Services Australia, in AHM and the total health
arm, and in the McKesson Asia-Pacific business—those services are the very services we
want to share and impact in terms of the value and the product we offer our health insurance
customers. We are working on that right as we speak. And as to the fact that we can have
nurses through telephonic triage and the fact that we can provide clinics around Australia to
service the needs of our customers—two years ago we did not have any of that capability, but
our members and our customer base needs that.

Senator CORM ANN—Sure.

Mr Savvides—And if we can influence the rest of the sector to do something similar then
we are creating value in the sector. That is the reason why we have invested in these new
assets.

Senator CORMANN—Very good, and you have given me a bit of leeway. Medibank has,
of course, made a number of acquisitions in the past years. You have purchased AHM in 2008
and Carepoint in Western Australia, and various other organisations more recently. Have you
got other acquisitions on the books that you can share with us?

Mr Savvides—No. | cannot share with you.

Senator CORMANN—So you have got other acquisitions on the books. You just cannot
share them.

Mr Savvides—I cannot share that either. No.
Senator CORM ANN—I takethat asa‘yes'!
Mr Savvides—I did not say that, Senator; | just said | would not shareit.

Senator CORMANN—NOo, | am not saying that you said that; | am just saying to you how
| have taken it.

Mr Savvides—I do not know how you took it.
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Senator CORMANN—I am not verballing you, believe you me. When you make these
acquisitions, is that a decision for Medibank on its own or do you have to get approval from
the finance department?

Mr Sawvides—We have a materiality rule. | do not actually know what the number is
today, but | can get that on notice. But there is a threshold and beyond the threshold we have
to get approval. They are the rules that we have got between shareholder and GBE. But we
have always said at Medibank, irrespective of whether it is below or above the threshold, we
will go and share our ideas and our intent with our shareholder minister in our department
because we have got a very strong relationship and we work together on these issues.

Senator CORM ANN—Your core business, though, still, remains—like the provision of
health insurance—under relevant federal legislation, doesn't it?

Mr Savvides—It does, and what we are doing as we acquire these other businesses is to
make our core business more sustainable and more value-adding for the customers that are
within its portfolio.

Senator CORMANN—So when you say ‘make your core business more sustainable’,
your core business being health insurance, all the other things you are doing are in order to be
able to be more competitive in your product offering—

Mr Savvides—That is the principal reason why we acquired those other assets. They had
businesses in their own right to pursue, beyond private health; many of them are government
public health contracts that they pursue. But the reason why we decided to invest in them is
that we needed the health capability to make Medibank more capable of impacting the health
of its own customer base. What we say, in our phrase, is that we had to medicate Medibank to
make it more sustainable for the needs of its customers.

Senator CORM ANN—Sure. Essentially, what you are saying is that all these acquisitions,
these diversified business ventures, are justified as part of your public mission because they
help you achieve your core business.

Mr Savvides—Yes.

Senator CORMANN—If the government then is taking capital away from you, that
makes it harder for you to achieve exactly that, doesn’t it?

Mr Savvides—It might, but it has not been the casein the last 18 months to two years.

Senator CORM ANN—Because you have such a huge buffer. If the government continued
to draw down on your capital reserves through special dividends—

Mr Savvides—The profit that has come out of this year’s result has benefited from the
investments we have made. The profit we have reported did not only come from health
insurance; it came from the acquisitions.

Senator CORM ANN—So, in terms of the capital that you currently hold, how much of it
is generated through your members, how much of it is generated through investment revenue
over the years and how much of it is generated through revenue from your diversified
business stream?

Mr Savvides—The details are in the annual accounts that were distributed, Senator.
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Senator CORMANN—That is in terms of the last year but not in terms of over your
history, though.

Mr Savvides—Of our history?

Senator CORMANN—Yes. Everything getslost in a big bucket, doesn't it, at some point?
You now call this revenue from your investments, but the capital that you are using for that
was capital accumulated by your members at some point. It has to be, because you started off
asjust a health insurance business.

Mr Savvides—Yes, but, when | started at Medibank in 2001, there was not a significant
inheritance there. It was quite —

Senator CORM ANN—There was not what?

Mr Savvides—There was not a significant inheritance there in terms of capital for
members. We got the business trading properly and profitably, and profit accumulated over
the years because we were not—

Senator CORM ANN—From your health insurance business initially.

Mr Savvides—tax paying and dividend paying. But obvioudly it is now beyond the needs
of the threshold requirements of prudential reserves, and the shareholders are taking a view
about what appropriate capital structure should look like.

Senator CORMANN—Since we last met, have there been any discussions with the
government about a possible future privatisation of Medibank?

Mr Savvides—No, there have not been.
Senator CORM ANN—So that is not on the books at all, as far as you are aware?
Mr Savvides—Asfar as| am aware, yes.

Senator CORMANN—Is there anything that the government has got in mind that you
want to share with us, Minister?

Senator Wong—I think the government’s policy is quite clear on this, Senator.

Senator CORMANN—WEI, the government’s policy is always clear until it changes, and
| just thought—

Senator Wong—I have nothing that | can share with you or wish to share with you,
Senator, and the government’s policy is very clear on that.

Senator CORMANN—So, Mr Sawvides—and | will just finish off on this—you
mentioned you had worked in an ASX 200 company. If Medibank Private were a publicly
listed company, where would you rank on the Stock Exchange?

Mr Savvides—Where would it sit?
Senator CORM ANN—Where would it sit? Would you be in the ASX top—

Mr Savvides—Analysts have said it is a top 100 company. It would sit around 60 or 70,
something like that.

Senator CORM ANN—Thank you for that. That isit from my point of view for Medibank.
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CHAIR—Thank you. Any further questions on Medibank Private? If not, then thank you,
Mr Sawvides, for your attendance, and we will now move to the Department of Finance and
Deregulation.

[4.04 pm]
Department of Finance and Deregulation

CHAIR—I welcome Mr David Tune, secretary of the department. | believe were you in
the audience when | made my earlier opening comments.

Senator Wong—Was |?
CHAIR—I amasking Mr Tuneif he was here. You were here, Minister.
Senator FAUL KNER—Because there was standing room only!

CHAIR—There was. It was fascinating and riveting! It was just in relation to the closing
date for answers to questions on notice et cetera. Did you wish to make an opening statement?

Mr Tune—No, | do not, Chair.

CHAIR—Minister?

Senator Wong—No.

CHAIR—If not then we will go to Senator Bernardi.

Senator BERNARDI—Thank you, Chair. Mr Tune, | have got a page from the red book
which was given to the government. Do you haveit in front of you, the red book?

Mr Tune—I do.

Senator BERNARDI—In the first paragraph under the ‘Policy Opportunities and
Challenges key points on page 1.1 of the brief for the Department of Finance and
Deregulation, it says.

As Finance Minister you have akey rolein each of these, including through improving the effective use
of Commonwealth resources and in ensuring the quality, rigour and evidence-base of decision making.

Could you explain what you mean in that sentence and perhaps give some examples of where
the improvement could be made.

Mr Tune—That is really just a job description for a finance minister, regardless of the
point in time. Obvioudly, a finance minister has a key role in terms of resource allocation
across government. It is one of the key things we do on the spending side of the budget, for
example, and the vast mgjority of government decisions involve money of some kind, either
additional money or re-allocation of money. So a key role for a finance minister is to have a
role in those sorts of things. There is also a stewardship role around many aspects of
government activity, particularly financial management, the Financial Management and
Accountability Act, issues relating to the financial management act—how to control effective
and ethical use of public moneys—issues around procurement and so forth. So that sentence
is meant to be an introductory sentence for a new finance minister. It gives a very broad
description of the sorts of roles that a finance minister would undertake.
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Senator BERNARDI—It also suggests very strongly that there is a need to improve the
effective use of Commonwealth resources and the quality, rigor and evidence base of decision
making. Any reasonable reading of it would lead to that conclusion.

Mr Tune—And the brief goes on, further in, Senator, to talk about some of the issues that
have been around, particularly through ANAO reports in recent times, so, yes, we
acknowledge that.

Senator BERNARDI—One could draw a conclusion that there is an implied criticism of
the previous finance minister, that he has not fulfilled the role and set a sufficient standard.

Mr Tune—I think it isin atimeless context, quite frankly, that that applies probably. There
is always continuous improvement that can be made around the allocation of resources, and,
as | said, that sentence would probably appear in every incoming government brief that has
been provided to a finance minister over avery long period of time, probably since 1977.

Senator BERNARDI—So it is a standard—
Mr Tune—The sentiment would be the same, | suspect, rather than the words.

Senator BERNARDI—So that particular paragraph was not directed towards any of the
specific programs that were overseen?

Mr Tune—As | said, we acknowledge further on in the brief where we talk about some of
these things that there probably is a need for improvement around some of the issues that the
Audit Office has been examining in recent times.

Senator BERNARDI—Okay. What about the next paragraph? The first sentence talks
about ‘more efficient infrastructure investment’. Is that just another generic term or is there
some suggestion that there are specific examples?

Mr Tune—Not necessarily. | think this is an issue that, once again, is expanded on in the
body of the brief. But the critical point is that, if you are going to enhance productivity,
infrastructure investment can be a very important component of that and it is important that
that be as efficient as possible. So that is once again a generic point saying not all
infrastructure is good infrastructure; and, if you want to maximise the impact on productivity,
you want to make it as efficient as you possibly can.

Senator BERNARDI—Did the department assess the quality of the infrastructure
investment by the previous government?

Mr Tune—No, we have not. We would have input into the decision-making, of course, that
the government made around those areas. But the assessment of infrastructure proposalsin the
main was made through the boards or the managing bodies that relate to the three funds that
the government set up—the Health and Hospitals Fund, the Education Investment Fund and
the Building Australia Fund. Each of those has its own body that assesses proposals and
applications that come before it and provides advice to the government. As part of the
government forming decisions on those particular issues, Finance would have a role in
providing policy advice to government. With the Building Australia Fund, Infrastructure
Australiais the body that provides advice on those proposals.
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Senator BERNARDI—Then what is the role of the Department of Finance and
Deregulation in assessing efficient infrastructure investment if you are not involved in the
assessment of the particular project?

Mr Tune—There is a set of guidelines around the cost-benefit analysis which are
somewhat old now and which we probably need to update. We refer to that in the body as
well. That does not mean we actually do the cost-benefit analysis, but it provides a set of
principles and an approach that you might apply to cost-benefit analyses. So that is there as a
Finance product that is meant to assist agencies that are doing the actual cost-benefit analysis
about how to go about them. But we do not actually do them ourselves.

Senator BERNARDI—But would it then concern the department if the infrastructure
projects were undertaken without an appropriate cost-benefit analysis?

Mr Tune—Sorry—I missed that.

Senator BERNARDI—Would it concern the department if agencies were undertaking the
infrastructure projects without an appropriate cost-benefit analysis?

Mr Tune—We have a view that it would be preferable to do so—either that or some
thorough assessment of the costs of a particular infrastructure project, such as the
impl ementation study for the NBN.

Senator BERNARDI—So they know, for example, the assessment of the costs of a
project, but you do not know about what the benefits are.

Mr Tune—Often the benefits are very hard to quantify, of course. But, if you do a
thorough analysis of the implementation and the costs involved in that implementation, that is
getting you a fair way down the track.

Senator BERNARDI—Was a cost-benefit analysis of the NBN undertaken?

Mr Tune—Ilt is quite clear that, no, it was not. The government has made that clear many
times.

Senator BERNARDI—Doesn't that strike you as an inefficient way of assessing an
infrastructure investment?

Mr Tune—No, only if it was possible to do an absolutely thorough assessment of what the
benefits might be and then relate them back to the costs. In this instance, it is very difficult to
quantify those. There are clearly benefits to be had in terms of productivity and benefits to
society in general from the NBN, but being able to put a number on them that you can feed
into a cost-benefit analysisin a numerical way is a very difficult thing to do, if not impossible
to do. Therefore, the best you can hope for in those sorts of situations is that you do a
thorough assessment of the costs of implementation.

Senator BERNARDI—I just note that it has not stopped any number of modeling
exercises that have been undertaken in other departments that are based on speculation. On
the same page, it says that the government will need to find additional savings and restrict
new savings once its election commitments are provided for. Does this mean that the
government’s claim that it will return the budget to surplus in 2012-13 is at risk or is not
achievable?
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Mr Tune—The brief says that it will be necessary to offset new spending. Yes, that is
correct: that is government policy and the government has said it will do that, and that is
obviously what needs to be done. So that is almost stating the obvious, in away.

Senator BERNARDI—Yes, | understand that. Has the department assessed how much
new government expenditure has taken place as yet?

Mr Tune—Sorry, | missed that.

Senator BERNARDI—Has the department assessed the new level of government
expenditure that was not accounted for during the election?

Mr Tune—Yes, the department did an assessment after the election in response to
permission by the government to assess the fiscal impact of its eection commitments. It did
that. That was provided as an input into discussions with the Independents, as you will
probably know, and that was made public. In that piece of paper the Department of Finance
and Deregulation and the Department of the Treasury, combined, assessed that the
government’s election commitments or the ALP's éection commitments would add $106
million to the budget balance over the course of the forward estimates. So we assessed it as
being $106 million in front over four years.

Senator BERNARDI—Does that include any additional promises made subject to the
€lection date?

Mr Tune—No, all it did was assess the & ection commitments.

Senator BERNARDI—Minister, have you quantified the amount of post-election
commitments?

Senator Wong—Yes, but most of that has been made public.
Senator BERNARDI—Yes. | do not haveit in front of me; that isall.
Mr Tune—In net termsit is probably about $2.4 billion over four years.

Senator Wong—I think the Prime Minister, in fact, released some costings at the time that
the agreements with the Independents were rel eased.

Mr Tune—It isactually ‘up to’ $2.4 billion.

Senator Wong—Depending on how much expenditure occurs in relation to the Health and
Hospitals Fund, for example—what projects the board signs off on.

Senator BERNARDI—Sure. In the document again—I will just go back to it—it saysin
the penultimate paragraph on that page:
... policy priorities will require effective and efficient program design and delivery. Improvements are

needed both in government decision-making processes and in program delivery. Procedures for
evaluation and review also need to be reinvigorated.

I will ask again: is this a standard-type paragraph that appears in the red book for incoming
governments, or isthis specifically directed at the present government?

Mr Tune—It is a reasonably standard thought, | suggest to you, and there is nothing all
that radical init. Clearly it would be desirable for al spending to be effective and efficient and
for design and delivery to be effective and efficient. As | mentioned earlier, issues that the
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ANAO have raised around a number of programs clearly lead to a conclusion that there is
probably a need for improvement, at least in some respects, around program delivery, and
Finance, as a department, sees that as a priority. The issue around evaluation that is also
mentioned in that paragraph, perhaps, is abit of abeein my bonnet in that—

Senator BERNARDI—Excuse me, | just missed that.

Mr Tune—Evaluation is probably a bit of a beein my bonnet in that | have been involved
in this over many years. | think there were periods back in the e ghties when evaluation had a
very high profile. Over thelast 20 years or so, perhaps evaluation has gone down the agenda a
bit, and | think it would be useful, at least from my point of view and from the finance
department’s point of view, if perhaps we could get that back to the level of importance that it
had in the 1980s—the importance of evaluation, or the evaluation of programs to measure
their effectiveness and efficiency after the event, because they become important inputs into
rethinking and thinking about policy and thinking about design. So there is a continuous cycle
of policy design, implementation, delivery and eval uation, and you feed that back into policy
design again, which is a standard way of thinking about public administration.

Senator BERNARDI—AnNd it is a sensible way in which things should be conducted. But
what concerns me is that, going through this, you have suggested to me that a lot of these are
common to incoming briefs and they are generalised paragraphs and idealised statements, yet
we have seen in the last few years some programs that have been terribly mismanaged. The
ANAO report suggested that as well. Is it gilding the lily a little bit to just use generalised
statements about aspirations rather than identifying some specific issues?

Mr Tune—This particular page that you are referring to is headed ‘Key Points', soitisa
bit of a summary of the whole document in a way, so we were trying to compress quite a hit
of detail that was in there into the one page. So the detail that you are looking for is probably
in the body of the document, rather than just these fairly generalised statements that exist
here.

Senator BERNARDI—Yes, but alot of people will look at the generalised statements and
the key points and assess it as if this would be an assessment of where the government’s, or
the previous government’s position, has been and as some suggestions for the new finance
minister. But you are telling me that there is no real criticism in this document. There is no
real criticism of the previous government, even though there has been this mismanagement of
programs of public moneys.

Mr Tune—I think it is fair to say that in the main we would support the conclusions that
the ANAO have drawn in the general sense around some of the things that have happened in
some of these programs, and we would strongly support recommendations or measures that
may improve that over a period of time. We talk about specific examples in the body. We talk
about Green Loans and the Home Insulation Program as being areas that, once again, the
ANAO have highlighted as well. Yes, we, the Public Service, can do better.

Senator BERNARDI—Given that you have identified them in general terms here, that
these are the specific responsibilities of the finance minister to opt for continual improvement,
it is hard not to draw a conclusion that thereis athinly veiled criticism of the previous finance
minister.
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Mr Tune—I think we are trying to suggest that there needs to be a reinvigorated effort on
top of what has been done to date; that we have another look at this and reassess and go
forward. We talk about something around what is loosely called ‘better government’ and
improving government administration in this brief. That was the position we were coming
from—that we can do better; that we are always on a continuous i mprovement curve and that
there was scope here to do better.

Senator BERNARDI—A ‘reinvigorated effort’ is quite a telling phrase because it suggests
that the efforts previoudy were not vigorous enough.

Mr Tune—I think these things wax and wane, quite frankly.
Senator BERNARDI—Were we waxing or waning? Which oneis waxing?

Mr Tune—I think there are examples there where it was waxing, yes—waning, sorry, |
should say. There are other examples where it was waxing.

Senator BERNARDI—Weax on and wax off.

Senator Wong—Thank you for loading me up with that i mage!

Senator BERNARDI—Nothing further from me, Chair, for the moment.
CHAIR—Thank you. Who is next? Senator Cormann. Waxing lyrical ?

Senator CORMANN—Thank you, Mr Chairman. Talking about the red book | just first
want to congratulate on your decision to releaseit. | assume that that followed an FOI request,
didit?

Mr Tune—Yes, it did. We had three FOI requests for our red book—well, we had three

FOI requests for the book that we provided to the incoming government. As you know, we do
two books.

Senator CORM ANN—Are you ableto tell us when you received those requests?

Mr Tune—I could get those for you on notice, but certainly the first one appeared on the
Monday after the election.

Senator CORM ANN—The Monday after the election?

Mr Tune—Yes. They were from journalists, all three of them.

Senator CORMANN—When did you make a decision? How long did it take you to
release?

Mr Tune—You have got the standard FOI time to have a look at those. There was some
discussions with the applicants around the terms of their requests, and the clock started
ticking. We came to a conclusion around the time that we would have had to make a decision
on the first of those at least, and given that we were looking at these together, that rather than
just issue them to a small number of people it would be better to actually utilise the FOI
principles and release them in the public arena.

Senator CORM ANN—So you released them to everybody at the same time?
Mr Tune—Wedid, yes.
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Senator CORMANN—AnNd in the end you decided not to charge for the FOI requests
from those that made the applications?

Mr Tune—I will confirm this with you, but | think we refunded their fees.

Senator CORMANN—I understand that you sent people back cheques, which must be a
pretty novel experience to get cheques back from the finance department.

Mr Tune—Sorry, | do have the requests here: 23 August was the first, 15 September was
the second and 18 September was the third—as | said, all from journalists.

Senator CORM ANN—You are happy to share with us who made those requests?

Mr Tune—Yes, | can. The 23 August one was from Michad McKinnon at Channel 7. The
15 September one was from Sean Parndll, | think, of the Australian. The 18 September one
was from Shane Wright of the West Australian newspaper.

Senator CORM ANN—AnRNd you made the decision to release it publicly to everyone on
which day?

Mr Tune—It was the Friday, 1 October.

Senator CORMANN—That is pretty good. Did you have any conversations with the
Prime Minister’s department before making the decision to release it to everybody at the same
time, or was that a compl etely autonomous decision?

Mr Tune—I informed the Prime Minister’s department.

Senator CORMANN—You informed the Prime Minister's department. Thank you very
much. If | can just take you to table 1 at the back of Budget Paper No. 1 for the 2010 budget.
Would you have the budget papers with you?

Mr Tune—We can get that easily.

Senator CORMANN—It is just going through some numbers and, take my word for it, |
am reading. In 2007-08—this is in table 1, page 10.6—receipts were $294 billion and in
2009-10 receipts were $285 hillion, which is the reduction of less than $10 billion in revenue.
Areyou with me?

Senator Wong—Senator, can you just reference the table again.

Senator CORMANN—It is table 1, page 10.6, ‘Satement 10, Historical Australian
government data’ .

Mr Tune—And we are looking at 2007-08—was that the first year?
Senator CORM ANN—That is $294,970,000,000 receipts, yes.

Mr Tune—Yes.

Senator CORM ANN—AnNd it went to $285,201,000,000 in 2009-10.
Mr Tune—Correct.

Senator CORMANN—So annual revenues reduced by less than $10 billion in the context
of the global financial crisis—that isright, isn't it?

Senator Wong—No.
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Senator CORM ANN—That is a mathematical—
Mr Tune—Sorry, what are you trying to say here?

Senator CORMANN—What | am trying to say is that your annual receipts in 07-08 were
$294,970,000,000.

Mr Tune—Yes.
Senator CORM ANN—In 09-10 the equivalent annual recei pts were $285,201,000,000.

Mr Tune—Yes. That was the estimate. That was the estimate at the time, so that would
be—

Senator CORM ANN—The estimate which would have been written then, okay, but thisis
what isthere.

Mr Tune—It was dightly lower than that when you actually looked at the final budget
outcome.

Senator CORM ANN—So it was dlightly lower, wasit?
Mr Tune—It was, yes.

Senator CORMANN—OKay, so the estimated reduction. Essentially, over the same
period, payments increased from $272 hillion to $339 hillion, which is an increase of $67
billion. So the largest part of the deficit was actually based on increased spending rather than
on a significant reduction in tax revenue.

Mr Tune—Yes, so that islargdly the stimulus—
Senator CORM ANN—Yes.
Mr Tune—the economic stimulus package.

Senator CORMANN—In this financial year—this is looking at PEFO now—you are
actually expecting record revenues of $322 hillion, or $321,800,000,000.

Senator Wong—Senator, in relation to 09-10, probably the better figures would be the
FBO figures.

Senator CORM ANN—It would be the what?
Senator Wong—The FBO figures that the government rel eased.
Senator CORM ANN—L et us go to the PEFO figures.

Senator Wong—But your previous question was in relation to the 09-10 table at statement
10 and | am suggesting that the Treasurer and | rel eased the Final Budget Outcome, if | recall,
two weeks ago.

Senator CORM ANN—So what is your updated figure there?

Mr Martine—The 2009-10 total receipts reported in the Final Budget Outcome, which is
page 92, is $284.7 hillion.

Senator CORM ANN—TFor al intents and purposes, the same. It is $284.7 billion rather
than—

Mr Martine—It has come down slightly.
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Senator CORM ANN—-BY $300 million. But, essentially, the argument still stands—the
fall in annual revenueislessthan $10 billion.

Senator Wong—Senator, hang on. | might let Mr Martine speak to this, but perhaps a more
appropriate figure might be to look at the downward revision in revenue that was undertaken.

Senator CORM ANN—M ore appropriate than the budget papers?
Senator Wong—Pointing to what was expected and therefore what then occurred.

Mr Martine—Senator, in the Final Budget Outcome, page 1, there is reference to what the
minister was just talking about, which is the change in 2009-10 tax receipts as a result of the
GFC. For 2009-10, in the 2008-09 budget they were forecast to be in the order of $310
billion, but they actually came in at $260 billion—and thisis the budget just prior to the 2009-
10 financial year.

Senator CORM ANN—So you are comparing to what you had hoped would happen. | am
comparing to what happened the year before.

Senator Wong—Could Mr Martine finish. | understand where you are going, Senator, but
if we canjust do it sequentially.

Mr Martine—So just in terms of the 2009-10 budget, which is two months prior to the
start of the financial year, we were anticipating tax receipts of $310 billion. When we got to
the end of the financial year, and that was during the height of the GFC, tax receipts came in
at around $260 hillion. So there was about a $50 hillion difference, which we make reference
to on page 1 of the FBO.

Senator CORMANN—Sure. So compared to what you had hoped for, there is a more
significant reduction, compared to when | am comparing the 07-08 actuals with the 09-10
actuals, which you have now just talked about.

Mr Martine—Correct me if | am wrong, Senator, but in the context of your question you
made reference to the impact of the GFC on receipts.

Senator CORM ANN—Yes.

Mr Martine—The better way to look at it is, in fact, to compare what you anticipated to
get for that year versus what you actually got, not so much a comparison between years
because there are other things that can affect between years.

Senator CORMANN—You may well say that, but the way | am looking at it is the way
you are presenting it as the Australian government general government sector receipts and
payments.

Senator Wong—Senator, he may well say that; that is the position he is putting to you.
You may not agree with that for your political purposes. | understand you do not, but that is
the advice heis giving.

Senator CORMANN—It is always interesting when people become very helpful with
providing additional information in answering questions that were not actually asked. The
question | asked very specifically was in terms of the general government sector receipts,
payments and underlying cash balances. | am not inventing this information. This is
information which you publish, and | grant you that for 2009-10 it is an estimate in the budget
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papers but you have now got the proper data for that. Between 2007-08, according to your
figures, the government sector receipts have reduced from $294 billion to about $284.7
billion, whichisjust over $10 billion. That is the mathematical figure.

Mr Martine—Over the two years.
Senator CORM ANN—Over the two years, yes. That is right.
MsMARINO—The numbers are $10 billion different according to—

Senator CORM ANN—AnNd according to PEFO you are now expecting records revenues
of $321.8 hillion—that is a $7.4 billion improvement in revenue this financial year—but the
deficit has not actually moved at all.

Mr Tune—What are you comparing it with when you say it—
Senator CORM ANN—In your budget your estimate was for $314.470 billion in revenue.
Mr Tune—Yes.

Senator CORMANN—Your PEFO update of that is $321.800 billion yet your estimated
deficit between the budget and PEFO has not changed even though you anticipate increased
revenues of $7.4 billion.

Mr Tune—In the budget for 2010-11?
Senator CORM ANN—Yes.

Mr Tune—Yes, that is true. It is not much different. We were estimating a deficit of
$40.756 hillion for 2010-11.

Senator CORM ANN—Yes, and now?
Mr Tune—And now in PEFO we are saying $40.689 billion was the estimate then.

Senator CORMANN—S0 99 per cent of the additional revenue that you have estimated
since the budget has gone into spending rather than into reducing the deficit.

Mr Martine—No, Senator.

Senator CORM ANN—Where hasiit gone?

Mr Martine—If you look at page 6 of the PEFO there is a reconciliation table. Thisis on
an underlying cash basis.

Senator CORM ANN—Yes.

Mr Martine—There is a reconciliation table on page 6 which takes you from what we
were forecasting at budget to what forecast in PEFO. So for 2010-11 at budget we were

forecasting $40.756 billion and in PEFO we are forecasting $40.689 hillion. So there is there
is $100 million, roughly, change.

Senator CORMANN—Yes, okay. $100 million change. So you have increased revenues
of $7.4 billion and a reduction in the deficit of about $100 million, so that means $7.3 billion
is going into additional spending. Again, that must be a mile off.

Mr Martine—Senator, if you turn to page 8 where there is a reconciliation table in fiscal
balance terms—this is accrual terms but it will give you the same sort of order of
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magnitude—you will see for 2010-11 the movement from the budget estimate of $39.598
billion to the PEFO estimate of $39.422 billion. It breaks down in a bit more detail than in the
cash reconciliation table. You will see towards the bottom of that table, effect of parameter
revisions of $321 million on revenue.

Senator CORM ANN—Rather than going on, can | just ask you some simple questions
and | just want some simple answers. In the budget papers you estimated revenue to be for
2010-11, $314.417 billion; that isright, isit not? That comes straight from the table.

Mr Tune—Yes, that isright. Yes.
Mr Martine—Total receipts.

Senator CORM ANN—That isright. Total receipts: $340 billion. Those total receipts went
up to $321.8 hillion in PEFO; that isright, isn't it?

Mr Martine—Not quite, Senator. The $321.8 hillion you are quoting is an accrual number.
Senator CORM ANN—Are you saying the figures are not comparable?

Mr Martine—The first number you quoted was a cash number. | am just trying to find the
equivalent cash number for total receiptsin the PEFO.

Senator CORM ANN—Maybe while you are doing that—and we might get back to it
rather than to waste time—

Senator Wong—Give him a minute. You have got plenty of time, Senator.
Senator CORM AN—No, we do not really.

Mr Martine—Yes. | do not know, Senator, whether in the PEFO we actually have the total
receipts.

Senator CORM ANN—It makes it very difficult to compare performance though, doesn’t
it? Can you please provide that to us on notice?

Mr Martine—Yes.

Senator CORMANN—What | am keen to get on notice is the equivalent number for
receipts as well as payments. | refer to the department’s red book. It says:

To maintain the government’s fiscal strategy offsets in the order of $2.4 billion would need to be found
over the forward estimates.

Minister, can you outline for us all the commitments and their costs which make up $2.4
billion in spending.

Senator Wong—I think Senator Bernardi went to this. My recollection is that the Prime
Minister released those costings and the commitments in the context of the agreement with
the Independents being rel eased, Senator.

Senator CORMANN—That was $1.8 hillion for the Health and Hospitals Fund. What are
the other commitments and their costs?

Senator Wong—They are, from memory, attached to the Prime Minister’s press rel ease.
Senator CORM ANN—Can officers at the table hel p us?
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Mr Tune—The $2.4 hillion that we have put in our Incoming Gover nment Brief was the up
to $1.8 million that the minister mentioned for the Health and Hospitals Fund, the up to $500
million for the Education Investment Fund and there is a commitment in there to do two
referenda. We broadly costed those at about $50 million each, so about $100 million gets you
to $2.4 hillion.

Senator CORM ANN—So, given that you need to now find offsetting savings in the order
of $2.4 billion to maintain the government’s fiscal strategy, have you identified those savings,
Minister?

Senator Wong—The government will comply with its fiscal rules including the offsetting
of new spendings, Senator.

Senator CORM ANN—Have you identified those savings yet?

Senator Wong—That is part of the process of government—the identification of savings to
deliver policies which have been agreed—and the government will go through its normal
processes.

Senator CORM ANN—When will the process of government come to its conclusion as far
asidentifying $2.4 billion in savings are concerned?

Senator Wong—In terms of the normal processes, you would be aware, thereisa MY EFO
which the Treasurer has indicated obviously is due prior to the end of the year. Then
obvioudy there is also a budget next year and the government will go through its normal
processes in terms of its policies and election commitments consistent with the fiscal rules
which, as you know, will deliver avery significant fiscal consolidation.

Senator CORMANN—So, $2.4 billion in additional spending and in offsetting savings
will be published in MY EFO?

Senator Wong—Senator, you are asking me to give you an indication of decisions and
announcements which lie ahead. | have outlined to you the normal process and the
government will be following it.

Senator CORM ANN—Has the government made a decision on how much of the $2.4
billion will be expended in each year over the forward estimates?

Senator Wong—That is the same question, Senator.
Senator CORM ANN—It is not, really.

Senator Wong—You can ask the question. | have outlined to you that the government will
consider these and any other policy commitments or policies consistent with its fiscal rulesin
the normal process of devel oping the budget.

Senator CORMANN—I will take you to page 3.4 of the Incoming Government Brief, and
| quote your department:

On current policy settings, there will be along-term structural deterioration in the budget ... Net debt is
projected to rise to 20 per cent of GDP by 2049-50 compared with 5.7 per cent of GDPin 2010 11.

Do you agree with that assessment by your—
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Senator Wong—These reflect some similar advice, as | recall, that was given to Mr
Costello when he was Treasurer.

Senator CORM ANN—Was similar advice given to Mr Costell0?
Senator Wong—Yes.

Mr Tune—Absolutely. Yes. Those numbers were straight out of—
Senator CORM ANN—So, you have got a template—

Senator Wong—Senator, he had not finished.

Mr Tune—Those numbers were taken straight out the 2010 Intergenerational Report,
Senator. That was the third intergenerational report that has been done. The first two were
done under the previous government and the numbers may have changed somewhat but they
pointed out exactly the same issue: there is long-term fiscal pressure as a result of the ageing
of the population in particular.

Senator CORMANN—The numbers may have changed somewhat. So what you are
saying is there is long-term physical pressure, but the numbers have changed somewhat. Can
you just become a bit more specific about how those numbers have changed somewhat?

Senator Wong—I am certainly happy for Mr Tune to answer the question but my
recollection is—and | was obviously in opposition then—that the former Treasurer
commissioned the Intergenerational report No. 1. When was that?

Mr Tune—2001.
Senator Wong—2001.
Mr Tune—No. That is not right.

Senator Wong—No. That cannot be right. Anyway, when we were in opposition—you
were in government—we looked at a range of issues. One of the issuesthat | can recall being
part of the public discussion in that context, and subsequently, has been the effect on
Commonwealth outlays of the ageing in the population and increasing demand for health
services. That observation has been an issue in discussion, in terms of the federal budget, for
some years. | do not know if Mr Tune has anything to add.

Mr Tune—No. | think that is correct. As | said, the tenor of what has been said in these
intergenerational reports has not really changed.

Senator CORM ANN—-Has the outlook here worsened over the last three years, and how
much?

Mr Tune—I would have to take that on notice and have a look.

Senator CORM ANN—I understand about the broader, long-term physical challenge, of
course. The question is: to what degree have recent spending decisions of the government
either worsened or not hel ped resolve or address the challenge? Minister, what are you doing
to address net debt reaching 20 per cent of GDP—because the current government policy is
not fixing it.

Senator Wong—Frankly, previous government policy was not going to fix it and probably
made it worse too. | think there are three issues here. The first issue is bringing the budget
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back to surplus in the time frame we have announced. The second, which obvioudly is related
to that but will also require spending, is the two per cent cap on real growth and expenditure.
The third is keeping an eye to the longer pressures on the budget—and | have made some
public statements in the brief time that | have been finance minister to date about the
importance of trying to keep an eye on those longer term pressures. These are not new issues;
these are issues which have been identified at afederal level for some years.

Senator CORMANN—Yes. Of course, we did not have any net debt when we lost; we had
asurplus, which you do not.

Senator Wong—Again, it has been some time since | looked at Treasurer Costello’s IGRs,
but I think you would find that the dynamics that | have referenced did lead to a significant
deterioration in the budget position by mid-century.

Senator CORMANN—So what do you consider to be a sustainable level of debt moving
forward?

Senator Wong—I am of the view that the government made very clear commitments
which were sensible and economically responsible to bring the budget back to surplus and to
impose a spending cap, and we will deliver on that. | would remind you that your party,
despite your protestations today, did in fact put forward election costings which worsened the
underlying cash balance—

Senator CORM ANN—We will go to that.

Senator Wong—and added a $10.6 billion black hole in them.
Senator CORM ANN—We will go to that in a moment.
Senator Wong—You can come in here and proclaim your—

Senator CORMANN—I am happy to come and sit there and answer your questions,
Minister.

Senator Wong—fiscal responsibility but the proof isin the pudding.

Senator CORMANN—We will get to that, Minister. We will get to that. In the incoming
government brief on page 1.3, one of the strongest and earlier warnings from the department
was:

The persistent thread of a double-dip global downturn strengthens the case for rapid fiscal
consolidation to build afiscal buffer in the event of a further negative economic shock.

What data did the department specifically draw upon to come to that conclusion?

Mr Tune—That was based on our assessment of where the global economy was heading. It
was partly informed by an analysis by the IMF, the OECD and those sorts of organisations. As
you know, unemployment in the US has remained stubbornly high, at around the 10 per cent
mark, and growth is pretty slow. That has an impact on the world economy. There is also
financial instability in Europe, which also has a big impact. So whilst it is not clear cut that
that will be the case, what we were trying to highlight there is that there are downside risks.
They are similar to the downside risks which | think were identified in the PEFO. We talked
about them briefly there as well. Whilst the Australian economy is very strong at the moment,
there are downsi de risks which any reasonable assessment should take account of.
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Senator CORMANN—BuUt this is not one of your standard inclusions into regular
incoming—

Mr Tune—No, it just reflects the state of play at the moment.

Senator CORMANN—Yes. And, considering the department’s advice of the importance

of continued fiscal consolidation, | assume you are saying that our economy is at greater risk
from a double-dip global economic downturn than from a position of debt and deficit.

Mr Tune—No. No. It is not referring to debt and deficit in particular, it is referring to the
state of the economy.

Senator CORM ANN—So what is rapid fiscal consolidation?

Mr Tune—It isjust saying that if you had a double-dip downturn—a big if—it may, as it
did in the first downturn, impact on the terms of trade, which may impact on revenue, which
creates fiscal issues. That isall it is saying.

Senator CORMANN—AnRNother way of saying that is that we had a strong fiscal
position—that is, a strong budget position—when we faced the challenge of the first global
economic downturn and if we want to successfully face any double-dip recession we have got
to rapidly get our spending and revenue eguation back into a balance.

Mr Tune—The better off your budget position at the start of such an event, the better off
you are going to be. Yes, that is quite true.

Senator CORMANN—So, because we were well off at the start of the last one, that
helped. We have got to get ourselves into the best possible budget position as quickly as
possiblein order to face—

Mr Tune—And that is what the government is, in effect, saying: that they want to get back
to surplus by 2012-13—doing it very rapidly.

Senator CORMANN—It is what the government is saying, but the interesting thing, of
course, is what the government is doing. Minister, a budget bulletin released recently by
M acroeconomics states:

By our reckoning, in two and a half budget runs since coming to office new net discretionary spending,
including fixed asset purchases, totals 113 hillion, including temporary global financial crisis stimulus
spending worth around 70 billion.

Isthat figure correct?

Senator Wong—I did not understand what you read out. | am sorry, | could not hear some
of itand | did not hear the reference. Access Economics, did you say?

Senator CORM ANN—No, Macroeconomics.

Senator Wong—M acroeconomics.

Senator CORM ANN—Do you know Macroeconomics?
Senator Wong—Thetopic?

Senator CORM ANN—NOo, the bulletin.

Senator Wong—The topic or the consultancy?
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Senator  CORMANN—The bulletin. The bulletin that is released by the firm
Macroeconomics. Essentially, what they are saying is that new net discretionary spending,
including fixed asset purchases, totals $113 billion. That is in 2 ¥ budget runs under your
government, including temporary global financial crisis stimulus spending worth around $70
billion. Do you agree with that?

Senator Wong—The government’s expenditure is shown in great detail in the budget
papers and the like. | think what underlies your question is the position the opposition seemed
to hold that there was no global financial crisis and that the government did not need to
engage in stimulus. There are many people who disagree with you and we can have that very
lengthy discussion if you wish. The government’s view was that supporting jobs, supporting
the economy, was the right decision. We stand by that decision. Equally, we are also engaging
in the fastest fiscal consolidation since the 1960s and we will deliver on that as we have
committed to do.

Senator CORM ANN—Minister, you have made a series of assertions there and | guess |
cannot leave them uncorrected. We obviously understand that there was a global economic
downturn, we just do not agree with the way that you have handled it. It is mostly through
wasteful and mismanaged, excessive spending.

Senator Wong—That is not true, and if you had had your way we would have had—
CHAIR—Order!
Senator CORM ANN—So—

CHAIR—Excuse me. Prior to the start of that exchange, | think the minister was actually
answering the question. If you have not finished minister, please proceed.

Senator Wong—This is probably a discussion we can have when Treasury is here.
Senator CORM ANN—Yes, | think we can.

Senator Wong—-But, as you know, there is a significant amount of data which suggests
that, had we followed your advice, we would be seeing much higher levels of unemployment
in this country. You may wish to assert that as an indicator of economic responsibility; the
government does not share that view.

Senator CORM ANN—It really goes to this question: are we facing a structural deficit at
the moment?You would have read the AFR today, Mr Tune?

Mr Tune—I haveread it, yes.

Senator CORM ANN—AnNd you would know Mr Stephen Anthony, a former Treasury and
Finance official, who is now a director at Macroeconomics?

Mr Tune—I have heard of him.
Senator CORM ANN—You have heard of him. You have never come across him?
Mr Tune—I may have but it is not ringing a bell.

Senator CORM ANN—In any case, he makes a number of very critical observations today
about the state of the Commonwealth budget, and | think he said it isin ‘quite a mess'. | am
enabling you to either correct some of the assertions or have a discussion about them. He
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contends that the budget this year isin a massive structural deficit of four per cent of GDP or
$58 billion. Moreover, that structural deficit will remain at about three per cent of GDP for the
rest of the forward estimates and the rest of the decade. What is your comment on that?

Mr Tune—We do not actually do any calculations on the structural—
Senator CORM ANN—So | should talk to Treasury about this?
Mr Tune—Yes, that would be best.

Senator CORM ANN—Going to the conservative bias allowance issue, it was reported in
the Australian on 7 September that the Rudd government booked a $4.6 hillion fiscal
improvement in the 2009-10 budget as a result of its own decision to reduce a conservative
bias alowance over the following three years. Is this an accurate characterisation of what
happened? Can you confirm that the government took a policy decision to adjust the
allowance?

Mr Tune—Yes, there was an adjustment to the allowance in the conservative bias
allowance in the 2009-10 budget. That followed a review of the allowance that was done by
us and Treasury, which provided advice to the government that suggested that it was
appropriate for there to be a reduction.

Senator CORMANN—It was based on advice from Finance and Treasury that it was
appropriate that there be a reduction?

Mr Tune—Correct.
Senator CORM ANN—Did you also provide advice on the appropriate level of reduction?
Mr Tune—Yes, | think we did.

Senator CORMANN—Did the government follow your advice on your recommended
reduction?

Mr Tune—Yes, it did.

Senator CORMANN—BLUt it was also reported in advice to the Independents that was
subsequently rel eased publicly:

The officials—
from Treasury and Finance

conceded ... that it was an option for government to prepare their budget papers on the basis of a lower
percentage allowance.

“The secretari es accepted that an incoming government might wish to do so as a policy measure.”

Based on this, is it accurate to say that, while the department at times may not necessarily
agree with the government decision to adjust the conservative bias allowance, you accept that
it iswithin their right to do so?

Mr Tune—That is what the document says, yes.

Senator CORM ANN—So when the current government made a decision in 2009-10 you
did not express any concerns then?

Mr Tune—No.
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Senator CORMANN—BuUt you did express concerns about what the opposition was
proposing to do?

Mr Tune—We did, on the basis that what we had put into PEFO was our best professional
opinion of the appropriate leve for the conservative bias allowance, so that was what we had.

Senator CORM ANN—Based on the performance of this current government?
Mr Tune—Our view was that that did not need to be and should not be changed, in fact.

Senator CORM ANN—Has that review which you conducted in the lead up to the 2009-
10 budget ever been publicly released?

Mr Tune—I do not think so. | will take it on notice.

Senator CORMANN—Could | ask you to consider tabling that document and, if you
decide not to tableit, to give us a statement of reasons asto why it is not in the public interest

Mr Tune—I will take the question on natice.

Senator CORMANN—Thank you. | am just anticipating that, if you were of a mind not to
release it, | would be asking formally for a statement of reasons as to why it would not be in
the public interest. In terms of cost-benefit analysis, | refer the minister to her comments last
week during a speech at the Australian Institute of Company Directors. You would remember
that speech, Minister:

By its very nature, economic infrastructure, whether privately or publicly funded, is a long term
investment; it is putting in place the building blocks for future growth. For this reason it is essential we
get it right.

And then | emphasise this:

This is why we established Infrastructure Australia to identify priority areas of investment and to
provide rigorous evaluation of investment proposals. We have provided significant funding for crucial
nation-building infrastructure, including the National Broadband Network.

Minister, what role did Infrastructure Australia play in identifying the need for a National
Broadband Network?

Senator Wong—I think those two propositions were sequential .
Senator CORM ANN—They were sequential, indeed.

Senator Wong—I mean separate. | was not asserting that the NBN went through
Infrastructure Australia.

Senator CORMANN—I am not suggesting that you were asserting it, but what | am
saying is that you talk about the need for economic infrastructure, whether privately or
publicly funded, because it is a long-term investment to be properly and rigorously evaluated,
and you said that you established Infrastructure Australia to do exactly that: to identify
priority areas. Given that and given the fact that the National Broadband Network is a
significant infrastructure investment, | assume that by your own test you would want it to be
evaluated by Infrastructure Australia.

Senator Wong—The NBN issue was canvassed to some extent by Senator Bernardi with
Mr Tune. Obviously the government undertook a very comprehensive implementation study
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and the minister has made it clear we will respond to it. | am not sure what you are seeking to
assert here. | note that some statements have been made by your spokesperson which would
suggest that, even were the government to do the cost-benefit analysis that you have been
calling for, that would not necessarily alter your position of opposition in any event, which
seems to be a somewhat odd position: you are champing at the bit and demanding a cost-
benefit analysis that you have, by your own words, suggested you are likely to avoid.

Senator CORMANN—You are the incoming finance minister. | am celebrating every
single word that you have said in your speech at the company directors meeting.

Senator Wong—Celebrating?

Senator CORM ANN—I am trying to understand whether you are going to bring a new era
of rigour in evaluation of investment proposals to this government and whether, given your
statements—and | am taking your statements—you think it is important to properly evaluate
and prioritise investments in economic infrastructure. | am just wondering whether you
therefore think that Infrastructure Australia, which you have singled out as playing that role,
should play arolein assessing and evaluating the National Broadband Network proposal.

Senator Wong—Senator, | think you are drawing along bow. What | do think, and | think
all of us would agree with this—I suspect the policy mechanisms for achieving it might be a
point of disagreement, but | think all of us would agree with this—is that investment in long-
lived assets, such as infrastructure in particular, should be sensible and value for money,
particularly understanding their longer term impact. The government does have a view about
the NBN. The government has engaged in a very substantial implementation study which you
know about, and Minister Conroy has indicated that we would be responding to it. So | think
the NBN will be well and truly canvassed and its merits well and truly discussed in the public
debate. We do take the view—and on this we differ from you—that we regard the provision of
this new infrastructure as being of significant importance for the nation in the decades ahead.

Senator CORM ANN—Yes, the NBN is potentially the largest infrastructure project in our
nation’s history, yet Infrastructure Australia has no role at al in evaluating the project. You
really wonder why it was set up. But | refer to page 1.8 of the Finance red book in relation to
Infrastructure Australia, where it states:

There would be benefit in expanding and strengthening the established Infrastructure Australia (1A)
processes, and in making its assessments public.

Minister, do you agree with this advice?

Senator Wong—L ook, | am not going to engage in portfolio decision by estimate Q and A,
so | want to make that—

Senator CORM ANN—So you have not yet made a decision whether—

Senator Wong—No, hang on. There are a great many things in this incoming government
brief which has been released, and | think its release has been of benefit to the public debate
around some of the issues that not just the government but the parliament have to grapple
with. There are a great many issues raised in here. It isall advice that | have looked at and that
the government will consider, but what the government does in relation to that advice is
obviously something the government will determine and announce in due course. | am not
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going to go through an estimates hearing where every paragraph of the IGB ends up with you
demanding to know what | am doing about it now. You can do that, but | will give you a very
small answer.

CHAIR—Senator Cormann, sorry to interrupt, but | just want to alert you to a situation. As
| understand it, we are in program 1.1 of outcome 1. | am happy for it to run on, but at some
point intime | think you are going to need to determine where you are in relation to the rest of
the program, particularly after dinner. | know there are other senators who have indicated they
will have questions on superannuation, on Future Fund management and also on the
Australian Electoral Commission.

Senator CORM ANN—Sorry, Senator and Chair, is there a change to the timetable?

CHAIR—NOo, there is no change to the timetable. | am just getting in early in terms of it
because there are other senators who are also—

Senator Wong—I do not mind. It is the various agencies for whom it would be useful to
know.

CHAIR—That istrue, and also that there are other senators who have expressed an interest
in wanting to come for later progress. Thank you.

Senator CORMANN—Mr Tune, where do you think the established Infrastructure
Australia processes need to be expanded and strengthened?

Mr Tune—I think, and it is alluded to further down in the text, some of the cases that have
been brought to Infrastructure Australia by other bodies, in particular, the states, have
probably been lacking a little bit; and it would be useful to be able to increase the detail and
the rigour of those particular cases so that Infrastructure Australia is then in a better position
to make the assessments. That is not true across the board, but there have been instances
where that was the case.

Senator CORMANN—I am quoting here from the Finance red book, and this is what you
werejust saying:
There is also a strong case for Finance to play a stronger role in this area through updating its

Guidelines on Cost Benefit Analysis and managing cost benefit analyses of major projects across
government ...

The biggest project across government at the moment is the NBN. Minister, why wouldn’t

you, as a first act demonstrating your commitment to fiscal responsibility, ask for
Infrastructure Australia to conduct a cost-benefit analysis?

Senator Wong—I have already answered that question, and so has Mr Tune, when Senator
Bernardi asked it. There is an implementation study that has been done that has been quite
comprehensive. The government will respond to that. And Senator Conroy has outlined the
process forward.

Senator CORMANN—Yes, presumably if the NBN was subject to a conventional cost-
benefit analysis, it would probably fail. That isthe problem, isn't it?

Senator Wong—If you want to ask a great deal of detail onthe NBN, it might be better for
you to engage with Senator Conroy, if you haven't already.
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Senator CORMANN—Sure. Now, | am reading further in the red book. It says,
“continuing levels of Commonwealth infrastructure—

Senator Wong—Sorry, which page of the red book?
Senator CORM ANN—Thisisin that same area.
Senator Wong—Can you just take me toit?
Senator CORM ANN—Page 1.8.

Senator Wong—Thank you.

Senator CORM ANN—It says:

Continuing levels of Commonwealth infrastructure funding should be contingent on all significant
projects being independently assessed, with public reporting of at least the high level results ...

So that is not something that you are going to apply across the board, are you?
Senator Wong—Is that a question to me?
Senator CORMANN—Yes, it is.
Senator Wong—We are back to the portfolio decision by Q&A in estimates again.
Senator CORM ANN—-AII right.

Senator Wong—This is advice to me. Obviously, the government has taken a view; and, |
must say, if Mr Albanese were here, he would give you a very long lecture about how much
more rigorous on infrastructure we have been than the coalition previoudy, primarily in
relation to National Party regional infrastructure. But | am not Mr Albanese so | am not going
to do that. But this is advice to government. A range of options or a range of suggestions have
been made, obviously ensuring value for money and trying to ensure that you have a rigorous
process, such as the ones the government has laid out in relation to the infrastructure funds,
has merit.

Senator CORM ANN—MTr Tune, just moving on to the bond rate assumptions, what is the
most accurate and credible assumption to use when calculating either interest earnings or
savings associated with government investments or borrowings and why?

Mr Tune—That is an issue you should raise with the Treasury. They look after the public
debt interest calculations.

Senator CORM ANN—You do not look after this at all?

Mr Tune—No, we feed it into the budget numbers, obvioudly, but they do the calculations
of what iscalled PDI.

Senator CORMANN—OKay, that saved us a bit of time. | turn to claimed savings by the
government. Minister Wong, on a number of occasions, you have made the point and it was
quoted in the Australian on 2 October again, that in the past three budgets ‘the government
have made savings of $83.6 billion to meet the costs of key reforms and intend to continue
that discipling . Can you detail these savings for us?

Senator Wong—Yes, | will take that on notice.
Senator CORM ANN—You do hot know what those $83.6 billion savings are?
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Senator Wong—Do | have in my head the $83 hillion worth of savings over three
budgets? | am afraid not. You might be that good.

Senator CORM ANN—So how many years are they spread over? Are they spread over—
Senator Wong—It isthe last three budgets.

Senator CORMANN—Yes, but is it the last three budgets over four years each time or is
it over the last three years? So you are talking about $83.6 hillion dollars, essentially. Is there
somebody who can assist us?

Mr Tune—VYes, it is over the forward estimates each time—each budget in the forward
estimates.

Senator CORM ANN—So it is each time for—
Mr Tune—Moving forward, as you do another budget, you add another year, obviously.

Senator CORMANN—So a lot of it is estimated savings, rather than actually realised
savings.

Senator Wong—Senator, if you want to take that approach, that is precisely the way in
which your costings were done too.

Senator CORM ANN—We are going to go to that.

Senator Wong—What is the hit or the save to the forward estimates. It is a normal way of
looking at it.

Senator CORM ANN—So0 you are going to provide me on notice—

Senator Wong—I can give you what occurred in each budget, but you are asking for
something more detail ed than that, aren’t you?

Senator CORMANN—Yes, | am.
Senator Wong—You want to know the components of each.

Senator CORMANN—I would like to know the components, what years they are spread
over, what departments were included. Essentially, | want the breakdown, yes.

Senator Wong—Yes, | will take that on notice. | can give you some key savings now if
you want me to read them out.

Senator CORMANN—OKkay, give us some key savings, yes. Will they add up to $83.6
billion, though?

Senator Wong—It says over $80 billion in the list given to me. In the 2008-09 budget,
there was $33.3 billion over four years, including $7.3 billion in 2008-09, which more than
offset measures for that budget. In the 2009-10 budget, there was $22.6 hillion over four
years. This immediately followed the Nation Building and Jobs Plan stimulation package in
February 20009.

Senator CORM ANN—AnNd you are going to give us a breakdown of all of that?
Senator Wong—Yes. There was $27.7 billion over four yearsin the 2010-11 budget.
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Senator CORMANN—During the campaign you announced 28 savings or revenue
measures, 12 of which included savingsin this current financial year—programs like the solar
hot water initiative, the low emissions technology demonstration fund, removing funding,
guarantining for ACT spending, et cetera, et cetera. Can you provide us an update as to
whether these measures have already been i mplemented?

Senator Wong—Have already been implemented?

Senator CORMANN—Because 12 of the 28 savings measures were supposed to be this
financial year.

Senator Wong—The normal process is that election commitments are considered by
government and given effect as measures either through budget or my MY EFO, and that
process—

Senator CORM ANN—So you have not made these decisions yet?
Senator Wong—No, that is not what | said. That process will be followed on this occasion.

Senator CORMANN—MTr Tune, have you been asked to implement any of these savings
measures yet?

Mr Tune—No, we have costed these savings as per the charter of budget honesty.
Senator CORM ANN—Yes.

Mr Tune—And the process that proceeded after the election in the context of briefing the
Independents. But that is whereit stands at the moment.

Senator CORMANN—Are you anticipating any job losses as a result of those savings that
were announced during the campaign?

Senator Wong—Job losses?

Senator CORM ANN—Will there be redundancies?

Senator Wong—Which savings are you referring to?

Senator CORM ANN—Thereis 28 of them.

Senator Wong—I know there are. Which savings are you stating there are job losses for?

Senator CORM ANN—I am asking you across the board.

Senator Wong—No, for which savings do you assert there are job | osses?

Senator CORMANN—I am not asserting anything. | am asking whether you have done
any—

Senator Wong—Remind me again one of your savings measures.

Senator CORM ANN—I amjust asking you—

Senator Wong—Well how many—was it 12,000 public servants?

Senator CORMANN—I am asking you whether you have identified that, and whether you
can shareit with us.

Senator Wong—How many public servants were you going to sack?
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Senator CORMANN—I am asking you a question, and | can understand why you are
trying to avoid answering it.

Senator Wong—I| am just making the point that | think it is interesting to be asked about
job losses by a member of a party whose savings measures included the termination of
employment or aloss of public service numbers of quite a substantial amount. But anyway;, |
suppose that isironic.

Senator CORMANN—So in your $83.6 hillion in savings, | am just thinking through it,
that included both revenue and spending cuts, didn’t it?

Mr Tune—Yes, | think it is both revenue measures and expense measures.
Senator CORM ANN—TFor you, asaving isif you actually increase your revenue?

Mr Tune—It is a policy change to change revenue. It is not a parameter variation. It is a
measure.

Senator CORM ANN—Sure, but it is an increase in revenue rather than a spending cuit.
Mr Tune—That istrue, but it is a measure.

Senator CORM ANN—Sure, | grant you that. It is a measure, and you might describe it as
a savings measure, but | am now talking about the way the average Australian would
understand it. This $83.6 billion in savings includes both spending cuts as well asincreasesin
revenue.

Mr Tune—I will double-check that, but | think that is the case. We will take it on notice.

Senator Wong—My recollection is it was described as reprioritisation of existing
expenditure, Senator. | am not sure there are revenue measures. But, as | said to you, | have
taken on notice—

Senator CORM ANN—Can you please have alook at this—

Senator Wong—Senator, let me finish. | have taken on notice to come back to you with
the details of the $83.6 billion, and | will do so.

Senator CORM ANN—I think Mr Tune started off by saying that, yes, it does, so—

Mr Tune—I am just checking, Senator. | will have to take it on notice. | will have to
confirm on notice.

Senator CORM ANN—BULt you think it does?
Mr Tune—I thought it did, but | cannot find evidence in this piece of paper here.

Senator CORMANN—I am just going to quickly go to the nation-building funds,
consci ous that—

CHAIR—Just before you do, | can indicate, Minister and officers, that we will not require
the officers for ComSuper. | am advised that Senator Xenophon will put his questions on
notice. There are no other senators wishing to ask questions, so ComSuper may be excused.

Mr Tune—Excuse me, Chair. The questions that Senator Xenophon is going to ask—do
you know what they related to?
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CHAIR—I understand that they may relate to issues that he has raised in the past, but do
not ask me what they are because |—

Senator Wong—I was not here then.

Mr Tune—The one that he raised at the last estimates was known as the Cornwall case,
which is a compensation situation. He was asking about ABC employees in the past. It may be
an update on that, which we can take on natice.

Senator Wong—So no ComSuper, but the Future Fund, yes?

CHAIR—Future Fund, yes. It is proposed that they be brought on at 6 pm and finish by
the dinner break at 6.30, because | understand they have to catch planes back to Melbourne. Is
that right?

Senator BERNARDI—Yes, that is correct, Chair, but one condition that we would like is
that we may need to return to this outcome after dinner with the department.

CHAIR—Yes, that is understood. We are interrupting normal progress to deal with that.
So, ComSuper, thank you very much for your attendance, and we will keep going. Senator
Cormann.

Senator CORMANN—Yes, thank you. | am just till intrigued about the $83.6 hillion.
The $300 million special dividend from Medibank, is that a saving or is that—

Mr Tune—That isareceipt.

Senator CORMANN—How do you qualify that? How would that be categorised? Would
that be part of the—

Mr Tune—That is an offset to spending.
Senator CORM ANN—So that is a saving.
Mr Tune—Yes.

Senator CORMANN—Even though some people would say it is an increase in revenue
for the government, you understand that.

Mr Tune—Yes, | understand.

Senator CORM ANN—Indexation of passport fees: isthat a saving or is that—
Mr Tune—Yes.

Senator CORM ANN—It is. So that would be part of the 83.6—

Senator Wong—No, hang on. You are mixing—

Mr Tune—The $83.6 hillion refers to budgets.

Senator CORM ANN—OKkay.

Senator Wong—Sorry. Senator, let us be clear, the $83.6 hillion is the budgets. | think the
two things you have referenced were el ection policies.

Senator CORMANN—So these are part of your 28 measures that you have announced
during the campaign, so part of your savings is the $300 million special dividend from
Medibank, yes. So that isright.
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Senator Wong—Yes.

Senator CORM ANN—AnNd you think the indexation of passportsis a saving, even though
some people would look at it asincreasing revenue for the government?

Senator Wong—Well, Senator—

Mr Martine—Senator, can | just point that, in the budget papers and examples probably on
page 3-7, we categorise al policy decisions as either spends or saves. Everything has to fall
into one of those two categories. If it is obvioudy a spending decision, that falls into the
spending line, and effectively everything else falls into the saving line. A reduction in
spending, an increase in non-tax revenue like a passport fee or a special dividend from
Medibank Private would be in the savesline.

Senator CORM ANN—Yes.

Mr Tune—And it has always been thus.

Senator CORM ANN—Yes, understood, but—
Senator Wong—It was under you as well, Senator.

Senator CORMANN—OKay. You have made a claim of $83.6 hillion of savings over
three budgets. | just want to clarify that that $83.6 billion in savings in government language,
in effect, is a combination of increased revenue for the government as well as spending cuts.

Senator Wong—In relation to the $83.6 million, in the previous budgets, under the last
government, | have taken on notice the content of that. | do not want to traverse it again,
Senator. | have taken that on notice. If you are asking about during the election, in relation to
the election commitments, we have answered some questions about that. What was your third
point?

Mr Tune—I was going to take on notice what—

Senator Wong—That isright.

Senator CORMANN—I understand why you are taking it on notice. But we have now
come to the point where all of you have said it has always been thus, that both revenue
increases as a result of, what, policy change, as well as spending cuts as a result of policy
change, are both qualified as savings measures. That is a generic question.

Mr Tune—No, that is just accepted budget practice.
Senator CORM ANN—So that is accepted budget practice.

Mr Tune—Ever since | have been doing budgets, which is a long, long time, Senator, that
has been the way it operates.

Senator CORM ANN—Indeed, and | am not criticising you for it; | am just observing the
facts. What | want to know is whether that $83.6 hillion of savings is consistent with the
government’s language or whether that is consistent with the way the public would
understand what a saving is.

Mr Tune—I cannot comment on what the public might think a saving might be, Senator.
Senator Wong—Senator, can | just—
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Senator CORM ANN—Yes. Let me rephrase.
Senator Wong—No, if | could respond to—
Senator Cormann interjecting—
CHAIR—Order, Senator Cormann! Minister.

Senator Wong—Senator, if you have concerns about revenue measures being included as
part of savings, you should probably talk to Mr Robb and Mr Hockey, because not only did
they get their figures wrong but they also included revenue measures in things that were
described as your savings. So what is—

Senator Cormann interjecting—

Senator Wong—No, | have not finished. What is good for the goose et cetera, Senator.
You cannot make that criticism when, on your side of politics, not only did you have a worse
position in terms of the underlying cash balance and a $10.6 billion black hole in your savings
but you included—

Senator CORM ANN—I do not accept that assertion.

Senator Wong—I am sorry, Senator, but | think a lot of people have. You also included
revenue measures in your so-called savings table.

Senator CORM ANN—Can | please get a breakdown on notice then, just to clarify what |
am looking for, of how much out of the $83.6 hillion in savings is made up of revenue
increases and how much of it is made up on spending cuts, and a proper breakdown of what
those revenue increases and spending cuts are, so we can properly scrutiniseit.

Senator Wong—We will do that. And why don’'t we do the same for the opposition’s
election policies too!

Senator CORMANN—Minister, you are the government. You made some assertions
about your performance over the last three years, and we will ask questions of your
performance; and when we are the government you can ask us questions about our
performance.

Senator Wong—Yes, | am unsurprised, Senator, that you do not wish to discuss the
costings from the el ection.

Senator CORMANN—I am very happy to sit there if you want to come and sit here for a
couple of hours.

Senator Wong—As | said, | am unsurprised you do not wish to discuss the opposition
palicy. It is quite embarrassing, | know, for the coalition.

Senator CORMANN—The way the system works is that the opposition scrutinises the
government.

Senator FIERRAVANTI-WELL S—Yes, yes, but you cannot—
Senator CORM ANN—MTr Tune, can you just assist me perhaps—

CHAIR—It is bad enough trying to listen to two, but trying to listen to three or four at the
same time—
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Senator CORM ANN—Can you explain to me what features of the nation-building funds
make them different from a normal government program?

Mr Tune—I can give you a generic sort of description, if that is what you are after?
Senator CORM ANN—Yes, please.

Mr Tune—What happened with the nation-building funds was that the government
allocated moneys to those funds and set them up in legislation so they are dedicated to
particular purposes. The BAF, for example, the Building Australia Fund, has a set of
objectives and purposes to which money can be taken out of the fund to spend on particular
sorts of infrastructure. They have governance structures around them, each one. As we were
talking about, there is Infrastructure Australia in relation to the BAF. There are boards in
relation to the Education Investment Fund and also the Health and Hospitals Fund. Those
boards make recommendations to government, which then makes decisions. Money is then
drawn down from those statutory funds over a period of time to fund those particular projects.
Meanwhile, the money that sits inside the funds is invested with the Future Fund—we use the
Future Fund as our investment vehicle—and that money is then invested, generaly in the
short to medium term, and that earns a bit of interest for the funds as well, as you move
forward.

Senator CORMANN—So there was an upfront capital investment, which then was drawn
down following certain processes with separate—

Mr Tune—Governance arrangements and the government positions around that.
Senator CORM ANN—So the Regional Infrastructure Fund is different, isn't it?
Mr Tune—No, that is not part of it. No. They arethree | have mentioned.

Senator CORMANN—Can you explain to me, then, how the structure of the Regional
Infrastructure Fund will be different from the structure—

Mr Tune—The Regional Infrastructure Fund, as | understand it, will be drawn down from
government general revenue to a spend. | should say, any spending that comes out of the
funds—the funds with a capital F: the BAF or the HEEF or the EIF—is also a spend—

Senator CORMANN—I guess ancther difference is that there is not going to be an
upfront capital injection. It is essentially over 10 years. The $6 billion is going to be provided
over 10 years, isn't it?

Mr Tune—I think that isright, yes.

Mr Martine—Yes, Senator. It startsin 2012-13.
Senator CORM ANN—AnNd is over 10 years?
Mr Martine—Yes.

Senator CORM ANN—Is there a separate governance structure proposed for the Regional
Infrastructure Fund?

Mr Tune—I am not aware of that. It is probably best to ask the infrastructure department.
Mr Martine—Yes. Or the regional affairs department, maybe.
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Mr Tune—No, | think it isthe infrastructure department.

Senator CORMANN—AnNd there is not going to be any funding from the Regional
Infrastructure Fund that is going to be invested with the Future Fund?

Mr Tune—No.

Senator CORM ANN—SO, in a sense, the Regional Infrastructure Fund is much more like
agovernment program, and it is not set up like these other three nation-building funds.

Mr Tune—Yes. That is correct, yes.

Senator CORMANN—When these three nation-building funds were created, the total
sums of each fund did not reduce the underlying cash balance over the forward estimates, did

it?
Mr Tune—No, it did not. No. It was an asset—investment and asset.

Senator CORM ANN—So, in other words, money attributed to each fund was an expense
before the money had been allocated to particular projects.

Mr Tune—Sorry, | missed that.

Senator CORMANN—The money that was attributed to each fund was not an expended
before the money was actually attributed to specific projects. | see somebody nodding.

Mr Martine—That is correct.
Mr Tune—Yes, that isright.

Senator CORMANN—How much has been expended from the Building Australia Fund,
the Hospital Fund and the Cash Investment fund since the 2008-09 budget to 2013-147?

Mr Tune—I might get Dr Helgeby, who looks after it. | am sure Mr Greendlade at the end
there could go through the detail of it.

Dr Helgeby—I can give you the uncommitted balances at the present time for each of the
funds. They are $1 hillion for the Building Australia Fund, $2.8 billion for the EIF and $2.1
billion for the Health Fund.

Senator CORM ANN—Sorry, say that again?

Dr Helgeby—That was $2.1 billion dollars for the Health and Hospital s Fund.

Senator CORM ANN—Has been actually allocated?

Dr Helgeby—It is uncommitted. That is the uncommitted from the total of $22.4 billion.
Senator CORM ANN—Can you please outline how much you have expended?

Senator Wong—Expended or committed?

Senator CORMANN—ASs | understand it, you are treating it as expended as soon as the
money has been allocated to particular projects. So | suspect you would know now how much
you have expended up to 2013-14. | saw you nod, so that isright, isn't it?

Dr Helgeby—Yes. As at 30 June, $3.5 hillion has been paid from the nation-building
funds, $1.7 billion from the Building Australia Fund, $1.3 hillion from the Education
Investment Fund and half a billion from the Health and Hospitals Fund.
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Senator CORMANN—So that has been factored into the budget bottom line over these
years?

Dr Helgeby—VYes.

Mr Tune—Thereis more than that factored into it.

Dr Helgeby—In the spend to date.

Mr Tune—Those figures are just what has actually been spent. What has been allocated is
different—it is a much larger number.

Senator CORM ANN—-BLUt it is impacting your underlying cash balance over the forward
estimates, though.

Mr Tune—What is being committed, in effect, has goneinto the budget bottom line.
Senator CORM ANN—So0 has there been—

Mr Tune—They are estimates, admittedly, but they go into the budget bottom line as being
commitments.

Senator CORMANN—Is there something beyond that? What has been committed is
essentially that of when you have got a specific project and you have signed a contract.

Mr Tune—Yes. As government has made decisions on allocations of funds to projects
under the three funds, it has gone into the budget numbers. Often that spreads over a number
of years. It does not all occur in one hit, which might be reflected in milestone payments that
you pay over a period of time. As you would appreciate, it takes a while to put together some
of these projects, but they are all factored into the budget bottom line at that point in time.

Senator CORM ANN—You mentioned before, | think, the answer to a question that | had
not asked, really. Are the figures that | saw on the finance website in relation to these funds
the uncommitted balances of $895 million, $2.7 billion and $2.06 hillion, respectively, for the
BAF, the EIF and the HHF. Is that broadly right?

Dr Helgeby—Broadly right. | think that—

Senator CORMANN—Apart from a couple of dollars here or there. But these figures now
include net investment earnings as well, do they?

Dr Helgeby—The uncommitted balance includes the earnings to date.

Senator CORMANN—AnNd obviously these moneys have not been expended on the
forward estimates. If they were to be expended on things like the $1.8 billion new round of
Health and Hospital Fund projects, would that increase the budget deficit or decrease the
underlying budget surplus?

Mr Martine—That is correct.

Senator CORM ANN—Where can we find money from the investment funds included in
the Australian government sector balance sheet?

Dr Helgeby—Senator, | think you will find most of the funds accounted for in
investments, loans and placements.

Senator CORM ANN—Sorry?
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Mr M artine—Senator, the funds are at page 15 on the general government sector balance
sheet. As Dr Helgeby mentioned, the investment loans and placements line would pick up the
large bulk of the balance of uncommitted funding in the nation-building funds.

Senator CORM ANN—Sorry, which figure am |—
Mr Martine—It isjust under investments, |oans and placements.

Senator CORMANN—So the $101 bhillion essentially includes the balances of these
various funds, doesit?

Dr Helgeby—Yes. In fact, a better reference might be the finance PBS. On page 53 of that
there is a table, 3.1.2.1, and two subseguent tables that provide opening balances, earnings
and expenses for the BAF, the EIF and the Health and Hospitals funds, respectively.

Senator CORM ANN—BUt the drawing down of each fund then increases the net debt
position of the Commonwealth. | think we have already established that.

Mr Tune—Sorry?

Senator CORM ANN—So the drawing down of each fund increases the net debt position
of the Commonwealth.

Mr Tune—It impacts on the budget bottom line.
Senator CORM ANN—If the fund is drawn down—
Mr Martine—Yes, it increases—

Mr Tune—Yes.

Mr Martine—When you spend from the fund, it hits your budget bottom line, and then, by
definition, your net debt is affected as well.

Senator CORM ANN—If you spend down it increases.
Mr Tune—Yes. That isright. You have run down an asset.

Senator CORMANN—Yes. | find it very hard to understand the naming of the Regional
Infrastructure Fund. By naming it as a fund, given that we have got the Health and Hospital
Fund and the Education Investment Fund and the Building Australia Fund, it really creates the
impression that it is another fund in that same vein, but it isnot. It isabit misleading, isn't it?

Mr Tune—I would not say it is misleading. It is just a way of describing it. There are two
sorts of funds. In my mind, | use the capital F, like in Future Fund or Building Australia Fund,
and then there are other sorts of funds which have been around awhile.

Senator CORMANN—MYy sense is that the government wants to create the impression
that the mining tax would feed into a capital F fund like the Future Fund and other funds but
infact it isjust really a vehicle to get a very small proportion of the mining tax revenue to go
through and be expended straightaway.

Mr Tune—I think what the government has been saying is that the revenue from the tax
enablesit to have the wherewithal to be able to afford some of these things.

Senator Wong—Senator, | am sure that if you said to us you would be supportive of the
mining tax if we instituted that kind of governance arrangement for the fund—
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Senator CORM ANN—It isavery bad dedl.

Senator Wong—that is something that the government will be quite happy to listen to your
ideas on.

Senator CORMANN—It is a very bad deal. You talk about a $6 billion fund which is
essentially over 10 years, so about $600 million a year, yet you want to hit one of the most
important industries of Australia to the tune of six to ten billion dollars a year. | think that it is
avery, very bad deal.

Senator Wong—We know what your views are on that, Senator. Do you want to have the
discussion about that today or shall we have a discussion tomorrow in Treasury about that
policy?

Senator CORMANN—We will have a discussion over a very long time, Minister. The
government made a number of Regional Infrastructure Fund related spending commitments
during the campaign. Have they been accounted for in spending—

Mr Tune—Yes, they have. All announcements have been included.

Senator CORMANN—In terms of the current budget position, all of these spending
commitments that were made related to the Regional I nfrastructure Fund are accounted for?

Mr Tune—Yes, they are.
Senator CORM ANN—I might leave it at that and pass on to my colleague.
CHAIR—Senator Fierravanti-Wells.

Senator FIERRAVANTI-WELL S—Can | just follow up on some questions. Last time in
relation to social policy, Mr Tune, we were discussing the National Funding Authority, which
was one of the authorities that was part of the health reform package. We were in discussion
on 26 May. It was quite spectacularly dumped shortly thereafter. On 26 May, when you and
Mr de Carvalho gave evidence about it, were you aware that the authority was about to be
dumped?

Mr de Carvalho—No, | was not aware at that stage.

Senator FIERRAVANTI-WELL S—Mr Tune, was anyone else in your department aware
of this? Were you aware of it?

Mr Tune—No, | was not.

Senator FIERRAVANTI-WELLS—When did Finance first become aware that the
authority was to be dumped?

Mr de Carvalho—It would have been shortly after that. | would have been in conversation
with colleagues in other agencies who advised me that there were some subsequent
conversations with the states following COAG that may have led to a new arrangement.

Senator FIERRAVANTI-WEL L S—We know that yesterday in evidence given to PM& C
Mr Rimmer informed that the Prime Minister had made the decision. Mr de Carvalho, could
you please take on notice: when Finance was first informed, who informed Finance and
whether it was, as | would assume, the Prime Minister's office or the Prime Minister's
department. Could you provide details in relation to that and whether at that time, once you
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became aware of the decision, Finance was actually consulted on the consequences of the
dumping of that authority.

Mr de Carvalho—I am happy to take those on notice.

Senator FIERRAVANTI-WELLS—Mr Tune, what | am concerned about is that the
National Funding Authority was billed and certainly that the ambit of the discussion—without
traversing the evidence that was given on the last occasion—was that the Funding Authority
was supposed to be an important component of the health reform. | am very conscious that
Finance was not consulted in relation to its dumping and the reasons for that. When Finance
became aware of that decision, did you raise any concerns or issues in relation to it? Are you
aware?

Mr Tune—I understand the concern, and we will check the timelines and let you know. We
will takeit on notice.

Senator FIERRAVANTI-WELLS—We were informed of that decision through the
COAG hedlth reform process. That information came through an answer to a question on
notice from PM& C on 16 June. The reason | ask is that there is not much time between 26
May and 16 June, when that occurred. Thank you.

It is clear from the answers that you have given, specifically 13(a) to (f), that there were
merely contributions made to various activities. On the last occasion, we discussed
calculations in relation to those 1,316 beds and the $800 million. | will not go over that
evidence. It does not actually reflect, if | understand those answers correctly, that you took
into account the actual cost of acute beds in the various states. You have just smply made a
contribution to the states. Is that correct?

Mr de Carvalho—That is correct. It is answer (c).
Senator FIERRAVANTI-WELLS—Yes.
Mr de Carvalho—It says:

The amounts represented a Commonwealth contribution to increasing sub-acute activities that were to
be negotiated at COAG and the calculation does not have a specific component for variations between

Senator FIERRAVANTI-WELLS—It follows then that it is really a discretion for the
states as to how they use those moneys in relation to the subacute services. They are specified
for subacute services, but based on that it is a contribution. So it is really a matter, | would
assume, for the states as to what flexibility they have in relation to usage of those funds.

Senator Wong—Senator, much of this realy falls within a different portfolio's
responsibility, | think. I do not know. Mr de Carvalho, did | get it right?

Mr de Carvalho—Very good, Senator.

Senator Wong—If you are going to go into significant detail here this might be better dealt
with in a different committee.

Senator FIERRAVANTI-WELL S—Perhaps | can ask this question: as far as Finance is
concerned, who determined, and what criteria were used to determine, what each state
received as part of those various packages?
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Mr de Carvalho—That was part of the COAG negotiations.

Senator FIERRAVANTI-WEL L S—Notwithstanding the evidence that was given on the
last occasion, it is within the purview of Health and Ageing. | do not want to go to Health and
Aging, Mr Tune, and then have them say, ‘No, thisisa matter for Finance.’

Mr Tune—No, it was definitely not a mai nstream matter for Finance.

Senator FIERRAVANTI-WELLS—I| am covering my bases here, Minister, because |
have—

Senator Wong—It is al right. | actually have some sympathy for that. It may be, if it is
COAG, that Health could also. | do not know to what extent PM& C might be—

Senator FIERRAVANTI-WEL L S—We have traversed this, Minister. | am not going to
there. | am conscious of the time also. In relation to question 14—same concept in relation to
the criteria. | notice that it is partly building, and the rest of the cost of implementing the
measure | assumeis for the bureaucratic support for those measures. How did you come to the
$1.4 million and how did you come to the $1.9 million that are referred to there? Did Finance
have arolein relation to that $1.4 and that $1.9 million?

Mr de Carvalho—My memory is unclear. Departmental costs of this nature are normally
very much within our purview, so my expectation is that we would have applied a standard
formulafor the application.

Senator FIERRAVANTI-WEL L S—Could you take that on notice and tell me how you
came to the $1.4 and $1.9. Also—this is a lovely phraseology—'facilitation and rewards
payments'. It isabit novel. | have not seen that.

Mr Tune—I can explain that. | may have had arole in inventing those terms, actually, in a
previous life.

Senator FIERRAVANTI-WEL L S—You could copyright that, Mr Tune
Mr Tune—They are written into the COAG agreements. They are a standard definition. A

facilitation payment is basically an upfront payment that is provided to the states and
territories to implement—

Senator FIERRAVANTI-WEL L S—To get the states off their backsides to do the work.
Mr Tune—To get them up and running.
Senator FIERRAVANTI-WELL S—Right.

Mr Tune—A reward payment is a payment that is paid on the basis of milestones achieved,
so it is a second post. There is an assessment done by the COAG Reform Council, an
independent council which provides advice to the government about how successful the
achievement of milestones has been. The government then makes a decision on whether it
allocates the reward—

Senator FIERRAVANTI-WEL L S—And Finance monitors those?

Mr Tune—We would monitor some, but not all. But, certainly, when it comes to the point
at which governments are to make decisions based on the monitoring by the COAG Reform
Council we would have a view.
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Senator FIERRAVANTI-WELLS—Could you take on notice, just by way of
background, the process of the monitoring, if you do not mind.

Mr Tune—We can do that. The monitoring is larger than what PM & C—

Senator FIERRAVANTI-WELL S—Can | take you in the time available to the red book.
In relation to page 1.4, you refer to ageing under the title of Fiscal Challenges Ahead. Of
course, the issue of ageing is something that is always referred to by this government, and by
this Prime Minister and the previous Prime Minister, in rather challenging terms rather than
positive. You refer there to addressing the specific pressures associated with ageing. You then
go on to say thereit requires a re-evaluation of who pays for health and aged care services and
whether more of the burden should fall on the comfortably off in the community and their
inheritors. Could you tell me what you mean by ‘ comfortably off’ ?

Mr Tune—Those who are on a higher income and asset base.

Senator FIERRAVANTI-WEL L S—Obviously there has been a fair bit of work done on
this already. Could you tell me what the cut-off level is of comfortably off?

Mr Tune—No, we do not have alevel in mind. It depends on the circumstances. Thisis a
general statement about whether you should apply that. Obvioudly, if the government was
inclined to do something, it would choose an appropriate level.

Senator FIERRAVANTI-WELL S—You have just put that in as a descriptor. Have you
done any work in relation to who you perceive to be comfortably off for the purposes of —

Mr Tune—No, we have not.

Senator FIERRAVANTI-WEL L S—clearly here opening up the whole issue of who pays
for health and aged care services?

Mr Tune—I do not think we have opened it up. | think it has been a question for a long,
long time.

Senator FIERRAVANTI-WELL S—But you are opening up the potential cuts. | will not
traverse word for word there, but it is very clear that you are softening up the situation for
cutting health services and aged care services.

Mr Tune—No, | do not think that is softening things up for anybody actually. This is a
piece of advice from the Department of Finance to the government. It is obviously for the
government to decide what it wants to do. We are saying, as a general position, that the ageing
of the population creates challenges for fiscal sustainability. That is not new. That has been
said many, many times by the previous government and this government over the last decade
or more. So that is not a revelation. We are saying to address that. It does not necessarily have
to be now, but over time if you think medium to long term about your fiscal policy you need
to address that. And one of the options that is available is to change the mix of public and
private funding around some of these issues. That is really what we are saying. We are not
going any further than that. We are not suggesting specific policy options. It is an issue for
government.

Senator FIERRAVANTI-WELL S—And that is the same thing with tightening eligibility
for the pension?
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Mr Tune—Correct.
Senator FIERRAVANTI-WEL L S—Increasing the superannuation preservation age?
Mr Tune—Yes.

Senator FIERRAVANTI-WELLS—AnNd then you say that a substantial program of
structural and other savings will be required. You then go on to say you have listed possible
saving options for your early consideration and then you say, ‘It would be desirable to initiate
action on some of these as soon as possible.” One would assume from the wording that you
have used that you have done, at least, some modelling.

Mr Tune—No.
Senator FIERRAVANTI-WEL L S—Or, at least, you have in mind some list of options.
Mr Tune—We have thought about some options, yes.

Senator FIERRAVANTI-WELLS—It is very clear from the amount that you have
blacked out that there is quite a list there of savings options. Of course, | can ask you for
them, but you are not prepared to tell me what they are. But you have obviously given it
considerable thought.

Mr Tune—We gave it some thought. Yes, that istrue.

Senator FIERRAVANTI-WELL S—You have obviously done some work on it, because
you are recommending, or at least you are suggesting or you are flagging with your new
minister, that it would be desirable to initiate action on some of these as soon as possible. For
it to be under consideration as soon as possible presupposes that you must have done quite a
bit of work

Mr Tune—It depends what you mean by ‘ as soon as possible'.

Senator FIERRAVANTI-WELLS—Mr Tune, let us not play with words. You have
obvioudy—

Mr Tune—If you were going to do things in this area, our view would be that they would
need to be done over alongish time frame. You just do not plonk yourself in these areas. So if
you are wanting to start addressing the medium- and long-term fiscal imbalances it is
desirable that you start looking at these things over the next few years. | guess that is what we
are trying to say here. The longer you leave looking at some of these options and starting to
address some of these things, the bigger the problem becomes because of the ageing of the
population, which isincessant. You cannot stop it. It is happening. You can try and counteract
it through increased birth rates and so forth or through increased migration. The latter is more
immediate in itsimpact, but still it does not actually overcome it. So thereis a structural issue
here that over time IGR, inter-government generational reports, have highlighted for
consecutive governments.

Senator FIERRAVANTI-WELL S—Mr Tune, my concern is in the context of comments
which were reported in the press in late July, leaks at the time when lots of things were
leaking, and comments by the now Prime Minister arguing in cabinet that the big rise in the
pensi on was excessive because ‘ old people never vote for us.’

Mr Tune—I cannot comment on that.
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Senator Wong—I am going to comment. | am going to respond.

Senator FIERRAVANTI-WELL S—I am putting this question to the minister. Because in
the context of those sort of sentiments emanating from the now Prime Minister, this sort of
stuff sitting in the red book makes me wonder about what is in store for older Australians as
soon as possible or in the relatively near future. | am giving you the opportunity to tell us.
Have you got something in mind or is thisjust words?

Senator Wong—Have you finished?
Senator FIERRAVANTI-WELL S—Yes, | have.

Senator Wong—Thank you. Well, Senator, | have a humber of things | would like to
respond to. The first is. you reference some media reports in the campaign. The Prime
Minister responded comprehensively to those issues. | also would remind you that this
government, in its previous term, has delivered one of the largest, if not the largest, increases
in pension, certainly in decades.

Senator FIERRAVANTI-WELL S—Yes, wewill not traverse—
CHAIR—Order, Senators. The minister has the call.

Senator Wong—I listened quite patiently to quite a long diatribe from you, Senator. And |
think the fact that the government has delivered and funded that increase in the pension
demonstrates our understanding of the concern of the situation for older Australians. But |
will make a broader point, Senator, about the way in which you are approaching this
guestioning. These are difficult issues and the issue around the longer term position of the
federal budget is something that Treasurer Costello raised and that has consistently been
advised to you when in government and to us. Part of the difficulty in addressing the issue is
that the debate becomes, as you have just made it, an attempt to run a political scare campaign
on very little evidence.

| hope that there would come a time when we could actually have a discussion in this
country about the longer term equity issues, the importance of ensuring that not only we, but
our children and our grandchildren, have good health services, a good age pension and good
social security measures that are sustainable. That could only happen if we had a different
way of discussing this and alittle bit more, if | may say—

Senator FIERRAVANTI-WEL L S—Chair, can | just say, | have got until 6 o’ clock.

Senator Wong—And | have been very quiet, Senator. | have been very quiet for most of
the time.

Senator FIERRAVANTI-WEL L S—I would just like the opportunity to ask questions.

CHAIR—WEI, certainly, Senator. You have the opportunity, but it was not a question. You
actually made a rather lengthy comment and the minister, | believe, is entitled to respond to
that. We have 10 minutes to go until we will call the Future Fund, but if we need to return
after dinner time we can.

Senator Wong—The government’s commitment to older Australians is demonstrated by
our record, which includes a very substantial increase in the pension. | simply say, Senator, if
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you are serious about some of these issues of fiscal finance sustainability that you raise you
would take a more constructive approach to the political discussions.

Senator FIERRAVANTI-WELL S—But, Minister, | am questioning on the wording at
page 1.4 of your red book. That is what is written here. | am just asking questions in relation
to what is written in the red book. | am not making the words up. They are there written.

Senator Wong—Yes, they are, Senator.

Senator FIERRAVANTI-WELLS—AnNd perhaps in the dinner break you might take
some time to refresh your memory on them.

Senator Wong—I have read the entire brief.

Senator FIERRAVANTI-WELL S—Good. | am pleased to hear that.
Senator Wong—I was making the comment about the way—

Senator FIERRAVANTI-WEL L S—You might want to go and read it again.

Senator Wong—Yes, so might you, Senator. It might mean that you might actually have a
more sensible policy debatein this area.

CHAIR—Order. Excuse me. We are not progressing anywhere. Can we return to
guestions, please?

Senator FIERRAVANTI-WEL L S—I| amjust going off to another area. Mr Tune, can you
just clarify for me the access to the red book? | understand that the FOI requests were made
during that 17-day period before the government was formed.

Mr Tune—Yes.

Senator FIERRAVANTI-WELL S—Normally access to the red books—as | understand it,
they go to cabinet and, as such, they have a different protection afforded to them when the
government is informed immediately, and there was some speculation in the press. Could you
just clarify that point for me, please?

Mr Tune—I will run through what happened in our case, but every department, | think,
was probably different. We had three FOI requests from journalists for our incoming
government brief for the party that formed government. As you know, we do two books—

Senator FIERRAVANTI-WELL S—Yes.

Mr Tune—and only one of them is provided to the party that forms government. The first
one of those requests was on 23 August, which was the Monday after the election, from
Michael McKinnon, from Channel 7. The second one was from Sean Parnell, from the
Australian, on 15 September. The third one was from Shane Wright, from the West Australian
newspaper, on 18 September. So we received those three requests. We were in the process of
processing them and, as | explained to Senator Cormann, | think, earlier on, we came to the
view that rather than just respond to these three requests it was preferable to till treat them as
FOI requests but to release it ourselves to the general public. So we put out a press release on
1 Octaber, which provided that.

Senator FIERRAVANTI-WEL L S—So those comments that were in the press in relation
to had the government been formed—I think you know that various press reports—
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Mr Tune—I am struggling a bit to remember that.

Senator FIERRAVANTI-WELL S—In other words, it just happened to be the particular
circumstances—what | want clarified is that it just happened to be the particular
circumstances of where we were with the 17-day delay in relation to the government being
formed.

Mr Tune—Yes.

Senator FIERRAVANTI-WEL L S—That enabled access to them this time, but normally
there is no access to them. There has not been access to them in the past.

Mr Tune—Definitely not from Finance, no.

Senator FIERRAVANTI-WELLS—Thank you. Can | just go on in relation to the red
book, at page 3.6. On that page, under ‘Aged Car€, it talks about a significant long-term
fiscal risk to the budget. Have you undertaken a risk analysis in relation to those costs?

Mr Tune—Yes. The most recent assessment was done in the Intergenerational report of
2010, which breaks it down by components of spending, of which aged care was one. | do not
have the IGR with me at the moment, but aged care is one of those pressure points.

Mr Martine—If | can just add to Mr Tune's answer, on page 1.5 of the incoming
government brief there is a chart in box No. 1 that shows the change in some of the
components of the budget over the long term.

Senator FIERRAVANTI-WELL S—Yes, okay.
Mr Tune—That is coming from the last Intergenerational report.

Senator FIERRAVANTI-WEL L S—Okay. You talk about users of aged-care services and
a fair contribution in relation to their accommodation. Now, | gather that is in parlance
foreshadowing the option of bonds across all areas of aged care or some sort of
accommodation contribution. Isthat what you are flagging there?

Mr Tune—It is the same point | made earlier. That is a general point about the capacity to
pay. As to the detail, that is obvioudly for the government to make decisions about whether it
wants to take that up and, if it does, in which form it takes it up.

Senator Wong—Senator, given the way in which you are asking the question, | think it is
again worth emphasising that this is advice that Finance has included in its incoming
government brief. It is not a government policy.

Senator FIERRAVANTI-WELLS—I appreciate that. The Productivity Commission
inquiry that is now being held in relation to aged care is the context in which | asked it, and
one assumes that there has been probably some work done there. Can | just then go onto 3.7,
to health reform and the National Health and Hospitals Network. The fifth paragraph begins,
‘The Prime Minister has committed $100 million for Royal Hobart Hospital and $120 million
for the Tamworth Hospital redevelopment,” and then there is a semicolon. | assume that $100
million and $120 million come from one pot. Is my reading correct?

Senator Wong—That isright.
Mr Tune—That is correct, yes.
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Senator FIERRAVANTI-WELLS—AnNd that comes from offset against existing
measures.

Mr Tune—There is a specific offset for that and other measures that were announced by
the government in relation to the agreement with the Independents.

Senator FIERRAVANTI-WEL L S—Okay.

Mr Tune—And you can see the break-up. Thereis a table in there, or perhaps in the press
releases.

Senator FIERRAVANTI-WELLS—That is in the press releases, okay. | treat them
separately?

Mr Tune—Yes.

Senator FIERRAVANTI-WEL L S—So then the next category where it says:

The regionally focused funding round for health ... hospital will open in October, expected to result in
further expenditure in the order of $1.8 hillion over the forward estimates.

We know where that is. That is where the $75 million and $240 million for Hobart is coming
from.

Mr Tune—Correct.

Senator FIERRAVANTI-WELL S—AnNd they are offset. Then it says, ‘For which offsets
have yet to be identified.’

Mr Tune—That is correct.
Senator FIERRAVANTI-WEL L S—All right. Has that now been done?

Mr Tune—No. The government are in the process of examining that. As you know, they
have announced a regional funding round. We went through this earlier with Senator Cormann
about it being anissue that is under consideration.

Senator FIERRAVANTI-WELLS—Sure. | will look at that previous evidence. | want to
look at action required in 2010, if | may. It refersto the ‘ establishment of ongoing work of the
independent hospital’. It refers to the Independent Hospital Pricing Authority and then it
refersto ‘several of Finance's business groups, including financial frameworks area, will need
to be involved if the authorities are to be established on a sound footing.” Do | presuppose or
infer from that comment that Finance has not been involved in relation to that authority
previously?

Mr Tune—No, | do not think so. | think this is something that is evolving around how the
Independent Hospital Pricing Authority will be set up, the structure and so forth. There will
ultimately be a piece of legidation put before parliament on that. There are issues around

which act this authority might fall under. As you know, we have the FMA Act and we have the
CACACt.

Senator FIERRAVANTI-WELL S—Yes.

Mr Tune—Which one is it going to be? So there are issues of governance that need to be
sorted, so that is the reference to the financial frameworks area, which one of my groups looks
after. There are issues around the role of IT in all of this, which is very important, of course,
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because in a pricing area we need a lot of IT input. And, as you know, the Australian
Government Information Management Office can provide assistance and advice on that. So
all we are alerting the minister to is that we have an interest in these things and we have some
expertise that needs to be fitted into a much broader process.

Senator FIERRAVANTI-WEL L S—Of course that goes with the next paragraph as well.
It is a separate point about ‘ engagement about the strategic review of the Health and Ageing
portfolio administration’. You note there the significant additional resources that have been
given and that the review is an opportunity for you to achieve efficiencies. That begs the
guestion that it is perhaps not as efficient as it could be, but | am particularly conscious about
the next line which says, ‘Ensure the portfolio is able to deliver on the government’s
commitments.’ Is there a concern in Finance that there is an inability at this point to deliver on
those commitments?

Mr Tune—No, thereis not.

Senator FIERRAVANTI-WEL L S—You have no concerns?
Mr Tune—No.

Senator FIERRAVANTI-WELL S—AII right.

Mr Tune—I will say this: obvioudly during the election campaign, which went on longer
than we al anticipated—or wanted, | am sure—there was a bit of a hiatus in the
implementation of the health and hospitals reform program, so that has had a bit of an impact,
but that isreally what it amounts to.

Senator FIERRAVANTI-WEL L S—Is this going to be a whol e-of -government approach?
Senator Wong—Is this the strategic review of—

Senator FIERRAVANTI-WELL S—Yes, of Health and Ageing. Do | infer that this is
whole of government?

Mr Tune—Cross-portfolio? Is that what you mean?
Senator FIERRAVANTI-WELL S—Yes.

Mr Tune—No, it is not.

Senator FIERRAVANTI-WEL L S—Okay.

CHAIR—Senator Fierravanti-Wells, we did agree that we would move to the Future Fund
at 6 o' clock.

Senator FIERRAVANTI-WELL S—Yes, | am aware of that. Do you want to do that now?
CHAIR—I think we should start that now.
[6.01 pm]
Future Fund M anagement Agency

CHAIR—I welcome officers, Mr Costello and Mr Helgeby and Mr Greendade to the
table. Did you wish to make an opening statement before we proceed to questions?

Mr Costello—I did.
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CHAIR—If you can do so, and conscious that we have half-an-hour.

Mr Costello—No. | appreciate that. | have taken into account the precedent of some
previous appearances before this committee where there has been a lot of interest in the
Future Fund's Telstra holding, and we canvassed a number of issues and, specifically, we
canvassed the issue of whether there has been any activity in that holding. And so, balancing
that interest in this forum against the fund's disclosure obligations to the ASX, we have
elected to use this opportunity to make a statement about some recent activity on that
portfolio. We are issuing the statement on our website simultaneoudly for the benefit of the
market and we have got some copies of the statement just being distributed to you now. So,
given the interest in the exhibits, if it is okay with your permission, | would quickly read it
through for the record.

CHAIR—Thank you. Proceed.

Mr Costello—Thank you. Thisis an opportunity for the Future Fund board of guardians to
advise that it sold 109.9 million Telstra shares on market as part of its long stated objective or
re-balancing the portfolio by reducing its holding in Telstra in an orderly manner over the
medium term.

CHAIR—I apologise for interrupting, but the document that | have says 113.6 million. You
have said 109.

Mr Costello—Let me progress with an updated version. The previous statement was as at
the close of business yesterday. At the close of business today, it was 113.6 million Telstra
shares. That sell-down reduces the board's holding on Telstra from 10.9 per cent to 10 per
cent. The board notes the on-market sale was conducted smoothly and in an orderly manner to
avoid untoward market impact, and the board's selling activity has averaged less than 14 per
cent of the volume of Telstra shares traded over the period. Importantly, proceeds from the
sale will be integrated into the broader portfolio as the board continually assesses its overall
portfolio and took the view that conditions were appropriate for it to reduce its overweight
Telstra holding by sdling on market. So relevant conditions included the expiry of the
February 2010 self-imposed board lock-up following our first transaction, equity market
conditions, and the assessment of alternative investment opportunities.

Senator Wong—I think the statement you are reading and the one we have are marginally
different.

Mr Costello— There was a version prepared as at the close of business yesterday and |
wasn't sure whether | would be able to get you an updated one.

CHAIR—Whichisthe correct one?
Senator Wong—The onethat is 113.6 million.
CHAIR—Thank you. That is the one that you will beincorporating.

Mr Cogtello—I am sorry about that. The board intends to continue re-balancing its
portfolio by reducing its Telstra holding in an orderly manner and, importantly, that any
further public disclosures will be made in line with the board's substantial shareholder notice
obligations and through its regular quarterly portfolio updates.
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CHAIR—Thank you, Mr Costédllo. Senator Cormann.

Senator CORM ANN—Thank you, Mr Costello. That is quite an announcement. So it was
109.9 million Telstra shares sold this morning. It was 113.6 million Telstra shares by the close
of business today. Is that it, or is there going to be a further progression by the close of
busi ness tomorrow.

Mr Costello—No. Importantly, that is at the close of business today, and | think from that
point on, as you would understand, we would not make any statement about any further plans
that we have. We were conscious of this deadline and the interest of this committee and the
activity, so we decided that we would update the committee to the most recent data that we
had available.

Senator CORMANN—So what you are advising the committee is that since the
committee last met, up until now, the Future Fund has sold 113.6 million Telstra shares over
what period?

Mr Costello—So the second line of that statement indicates that this is over the last three
weeks, between 29 September and today.

Senator CORMANN—AnNd you say to reduce your overweight Telstra holding. What do
you mean with ‘ overweight Telstra holdings' ?

Mr Costello—Presently, almost approximately four-and-a-half billion dollars of the value
of the Future Fund is in a single stock. That is inconsistent with the general principles of
having a well diversified portfolio. You would appreciate that initially the future fund held
almost 17 per cent of the company. It sold around five per cent in a block trade last August.
That reduced it down to just under 11 per cent and so this reduces it down to 10. So clearly
the expectation on the Future Fund, and its clearly long-stated position, is that it will reduce
that holding and integrate the proceeds into the broader portfolio over time.

Senator CORMANN—When we last met, the Telstra share price was $2.95. You have
sold it at an average of $2.66 and in fact, the Telstra stock has fallen about 15 per cent since
before the election. Do you think that your activities would have contributed to that?

Mr Costello—We have been very conscious of that, which is why we have been a very low
part of the volume, and | make the point in the statement that less than 15 per cent of daily
volume, and our transactions have been above the general VWAP price. So we have been very
cautious about that.

Senator CORM ANN—BUt you cannot rule out that the government’s Future Fund, selling
113.6 million shares has further contributed to a reduction in the Telstra share price.

Mr Costello—We would posit that we have not. We have traded responsibly, and we have
been conscious of volume and we have been a very small proportion of the daily volume in
that.

Senator CORM ANN—BUt listening very carefully to what you have said before, so it was
109.9 million Telstra shares this morning, it is 113.6 million Telstra shares this afternoon, and
you had said, ‘We are not prepared to tell you what is going to happen tomorrow because that
is market sensitive’ So do | take it then that your program of reducing your Telstra
sharehol ding has not been completed yet?
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Senator Wong—Senator, the statement references generally, the board's intention to
continue rebalancing its portfalio.

Senator CORM ANN—I asked—Mr Costell o was about to answer, | think.

Senator Wong—I am happy for him to do that, but Mr Costello has said, quite rightly, that
there are issues of market disclosure and market sensitivity here and hence the way in which
Mr Costell o has described these sales of shares having occurred.

Senator CORM ANN—He started on 29 September and it is now 19 October and you say
you obviously have to be careful on how much you—the market was not aware that you were
selling 113 million shares.

Mr Costello—That is correct.

Senator CORMANN—So0 you were essentialy very quietly selling them, presumably
getting some advice from people on how much it is prudent for you to sell in a single day.

Mr Costello—That is correct.

Senator CORMANN—BUt you are confident that you have complied with al of your
disclosure obligations to the market?

Mr Costello—We are very confident of that. As you would be aware, it is until you reach
one per cent sale in a security are you are required to inform the market, so we are informing
the market slightly ahead of that point. That disclosure will happen at that point in time when
we reach that.

Senator CORM ANN—Slightly ahead of that point, so that sounds to me as if you are
working towards that point.

Mr Costello—No. Given the interest of this committee and the obligation on me to answer
truthfully, we elected to use this opportunity to make this statement at this time, ahead of any
such point where we would need to disclose to the market.

Senator CORM ANN—-But the words you used ‘ slightly ahead of that point’ we will make
the disclosure when we reach that point. It sounds to me as if you are working towards that
point.

Mr Costello—Certainly if we reach that point we would make disclosure.

Senator CORM ANN—That was not the words you used.

Mr Costello—I would state clearly that if we reached that point, then we would make
disclosure.

Senator Wong—Senator Cormann, | do not think it is anybody’s interest for you to—

Senator CORMANN—You say you want to reduce your overweight Telstra holding, but
presumably there is always a series of considerations that come into these investment
decisions. Presumably, you would have reviewed Telstra's performance in making an
assessment as to whether you should keep your investment levels at 10.9 per cent or reduce
them further.

Mr Costello—I think one thing that is very important, having made this statement and the
interest in the Future Fund's activity, | would respectfully decline any further comment from

FINANCE AND PUBLIC ADMINISTRATION



Tuesday, 19 October 2010 Senate F&PA 149

the Future Fund on the security, except to say that this saleis part of a program of rebalancing
our program away from a heavy concentration in a single stock, and using the proceeds into a
much more diversified program which is already underway.

Senator CORM ANN—You may say that now. It just seems like the government’s fund is
losing confidence in Telstra to the point where you are selling down your sharehol ding. On 26
May, when we last met, you said:

... it would appear that alot of the potentially bad scenarios are currently priced into the share price.

And that the ongoing uncertainty is damaging the Telstra price. How do you think that your
decision to sell a further 113.6 million Telstra shares will impact on the certainty out in the
marketplace around Telstra?

Senator Wong—There are two points | wish to make. You keep using the phrase ‘the
government’s fund'.

Senator CORM ANN—It isthe government’s fund.

Senator Wong—But | want to, given that, again remind you that the decisions about
investments or divestments are made by the Future Fund. They are not made by government,
and they are not disclosed to a government until they are disclosed publicly, or very close to.
So | was advised of this shortly before Mr Costello came to the table, because we do take very
seriously the importance of ensuring that this is independent of government for the reasons |
think you are well aware of.

Second, you are entitled to question Mr Costello. | urge some caution because the Future
Fund is a large shareholder. What the Future Fund and what people think will occur is,
obvioudy, information that the markets will take note of. Now, you are entitled to question
him. He is also entitled to do, as he has done, say to you that he is not going to discuss any
further what the board or what the fund may or may not do in relation to this or any other
shareholding.

Senator CORM ANN—We are here, obviously, to review the performance of authorities
that come under your portfolio. The Future Fund is one such authority which controls alot of
taxpayer funds, and they are making a very significant decision in relation to a very
significant shareholding in relation to a significant Australian company with a lot of
Australian taxpayers. And to just say, ‘We are not going to answer any questions as to the
reasons as to why we have made this decision,’ is just, with respect, not good enough. So |
just ask you this question, Mr Costello. You did say, on 26 May, that the ongoing uncertainty
is damaging the Telstra price. Do you still agree with that statement?

Mr Costello—I would make three comments. | would reiterate that, as we say in the
statement, that the sale of Telstra shares is part of a program that the board has, and has
always, indicated that it would follow over the medium term to rebalance its program to
reduce its holding in Telstra and to apply the proceeds to a more diversified program. This is
part of that ongoing program. We have always indicated that that would take place over a
considerable period of time, and we would reiterate that.
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Second—the comments you made were prior to information being provided to the market
and to Telstra shareholders around a number of issues—around the progress of discussions
between the government and the NBN, and informati on was subsequently provided.

Senator CORMANN—MTr Costello, as an astute investor if you expect the Telstra share
price to go up, you would not be continuing to go down this road at this sort of speed. You
must have made a decision conscioudy to sell as much as you can without impacting the
market and without impacting on your disclosure requirements. Something must be driving
your decision making here. What isit?

CHAIR—Senator Cormann, | think we are just going back over the same line of
guestioning, which has been made very clear by the minister and Mr Costello that they cannot
take any further for the reasons that have been given, which | think are absolutely valid.

Senator Wong—Senator, | remind you because you made a reference to disclosure that Mr
Costellois aso in fact disclosing ahead of the point at which he would have to disclose under
the ASX rules.

Senator CORM ANN—Sure. | understand that and | think that point has been made. There
will be further disclosures when we reach the one per cent. When you assess your
investments, do you assess the impact of government policy on the value of your
sharehol dings?

Mr Costello—I think | would need to answer that when we assess all investments—and
there are many in the portfolio—

Senator CORM ANN—That is how the question is asked.

Mr Cogtello—we try and take into account a wide variety of factors. To the extent that that
is afactor, we would.

Senator CORMANN—Do you think that government policy impacts on the value of
Telstra?

Mr Costello—Again, | would decline, as | am sure you would understand, any further
comment from the Future Fund on this, apart from to voluntarily disclose to you and to the
market a recent transaction.

Senator CORMANN—Presumably, you would have used consultants and advisers to
assist you with this?

Mr Costello—We did. We have taken advice.

Senator CORMANN—Yes, so can you describe to us the nature of the advice that you
have taken and who has assisted you?

Senator Wong—Come on, Senator.

CHAIR—Senator, | will not allow that question.

Senator Wong—Really.

Senator CORM ANN—Hang on.

CHAIR—Senator, you are not allowed to ask for details of advice.
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Senator Wong—Investment advice.
CHAIR—Even—
Senator CORM ANN—NoO, ho—

CHAIR—Excuse me; | am speaking! It is inappropriate, as you know, to ask questions
regarding advice, firstly, in respect of advice that comes from public servants to ministers and,
secondly, here particularly, advice that has been given by consultants to the board.

Senator CORM ANN—On that point of order, Mr Chair: | am not asking about the nature
of the advice that was provided. | am not asking about the nature of investment advice. | am
asking about who has been contracted, who has provided the advice and how much it has cost.
These are things that are absolutely proper.

CHAIR—Order, Senator Cormann! That was not your question.
Senator CORM ANN—That was absolutely my question.

CHAIR—The Hansard will reveal what your question was, and that was not your
guestion.

Senator CORMANN—Who is providing you with that advice? | do not want to know the
content of the advice, but what advice have you been seeking in terms of the categories of
advice or support that you might have been accessing?

Mr Cogtello—That isa question that | will take on notice for a number of reasons. Clearly,
to the extent that there is factual information that needs to be correct, and | do not have that
with me.

Senator CORM ANN—Sure.

Mr Cogtello—Secondly, | think there are a number of conventions around the disclosure
obligations on the board itself in terms of the way it conducts its business and it would be
important to clarify those.

Senator CORM ANN—I am happy for you to do that. But if you can please then provide
the committee with: an itemised list of the costs of you conducting the transactions that you
have conducted, who has provided advice, what the cost of the contracts that you have entered
into was, the names of the advisers, what was the purpose, how long the contracts were for
and the end date of any contracts. Those are my questions, and there may be other questions
around this that my colleagues might want to add. Leaving Telstra aside for the moment, what
isyour current exposure to hedge funds?

Mr Cosello—We provided an update on the portfolio as at the end of the financial year
and, in a few weeks time, at the end of this, there will be a further update as at the end of
September. For us, hedge funds, as commonly called, are part of what we call our alternatives
component. As at 30 June, the alternative assets component of the portfolio was just over 15
per cent of the fund.

Senator CORM ANN—Has there been any changes in that level of exposure to hedge
funds since we met in May?
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Mr Costello—No, this was a 30 June report. So, as at the end of May, that would have
been very closeto that figure.

Senator CORMANN—BuUt since we met in May, have you, as the Future Fund, made any
changes in terms of your exposure to hedge funds? So | am asking up until 19 October 2010.

Mr Cosgello—I understand. The portfolio continues to evolve as we rebalance it. That goes
back to my earlier point. Thisis an area where we do see particular opportunity at this time.
Again, | think in the interests of accuracy, it is probably important to answer that clearly. Asa
general statement, | would say that this is a component that is growing in the fund. The
amount of growth between those two times, it would be important to answer that accurately.

Senator CORM ANN—So you are saying: ‘ Yes, we have increased our exposure to hedge
funds, but we will have to take on notice by how much’?

Mr Costello—I think that that would be correct, noting that it would not be a material
increase between 30 June level and the end of the September quarter. | would point out that,
in a few weeks time, we will be providing a quarterly update on the portfolio as at 30
September and, to the extent that that is included in our alternative assets program, that figure
would be provided at that time.

Senator CORMANN—You talk about rebalancing your portfolio. What is the reason to
increase?

Mr Costello—Because we see a lot of opportunity right now for some, and there are many
managers in this space that we would not sdlect, but for those that we do have confidence in
their strategy and their own skills, we see this as an attractive form of producing investment
income for the fund, well diversified from our other core exposures in equity markets.

Senator CORM ANN—What is your next largest corporate holding after Telstra? Telstrais
now 10 per cent. What would be the next largest identifiable corporate holding?

Mr Costello—Again, | think it isimportant to be accurate. To assist you, though, | suggest
that, given its prevalence in the Australian share market and given our weighting of Australian
shares in the portfalio, a very significant portfolio—I could not confirm if it is the second
biggest—would be BHP.

Senator CORM ANN—Have you made any reductions in your shareholdings of BHP in
the period since we last met?

Mr Costello—You would appreciate, of course, that the only share that the board directly
manages is Telstra. By mandate, all other holdings are held through investment managers
which are mandated by—

Senator CORM ANN—So on a day-to-day basis, you would not know whether it is going
up or down?

Mr Costello—It is not a decision that we would make as an organisation.

Senator CORMANN—I am conscious that we are getting close to the 6.30 deadline. You
have announced your departure from the Future Fund.

Mr Costello—I have.
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Senator CORMANN—I thought you might have mentioned that alongside with the
Telstra announcement. It is nearly asimportant.

Mr Costello—I do not think—

Senator Wong—He s not being sold.

Senator CORM ANN—Have you got a new job yet that you are going to?
Mr Costello—I do think that is my business.

Senator Wong—That isinappropriate, Senator.

Senator CORMANN—I am asking because | am trying to get a sense why you are
leaving. Are you leaving—

Senator Wong—You should ask him that.

CHAIR—Senator, that is an inappropriate question.

Senator CORM ANN—Why isthat an inappropriate question? Who do | ask?

CHAIR—Because it relates to Mr Costello's personal life and it has, as far as | can see, no
relevance at all to the position he currently holds as to why he may be resigning or leaving the
position. We had had a similar question earlier in estimates either today or yesterday, | cannot

recall which, and it was acknowledged by your side that it was an inappropriate question to
ask then.

Senator CORMANN—I am not meaning to be inappropriate at all. But there was a
statement put out on it. It is clearly of very strategic import to the future of the organisation
when the general manager leaves. | am not meaning to ask any inappropriate questions at all. |
think that it is of public interest when somebody leaves the job like General Manager of the
Future Fund, as to what future job he or she may take on. | think that this government at
various occasions has actually made a lot about what jobs public officers should be able to
take on when they leave public office. | do not think it is an entirely inappropriate question.
However, | might just leave it. So you are leaving at the end of the year?

Mr Costello—That isright, yes.

Senator CORM ANN—Isthere anew CEO lined up yet?

Mr Costello—No, that search is underway.

Senator CORM ANN—Where s the process up to?

Mr Costello—It isreally in the hands of the board, and | could not comment.

Senator CORM ANN—BLUL so you are, essentially, the accountable officer until such time
as—

Mr Costello—I am.
Senator CORM ANN—AnNd have you got a departure date?

Mr Costello—I am really agreeing with the board and assisting them as part of their
process, but we have agreed it would be by the end of December. But the actual date | will
agree with the board.
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Senator CORM ANN—AII right. | might leave it at that. You certainly know how to leave
with a bang, Mr Costello, making this nice little announcement in relation to Telstra today. |
wish you all the best on behalf of the opposition.

Mr Costello—Thank you very much.

CHAIR—There being no further questions, | thank Mr Costello and the other officers. We
wish you well, because you will not be appearing before these estimates again in this capacity.
All the best for whatever your future endeavors may be.

Mr Costello—Thank you very much.

CHAIR—Which | will not ask you.

Proceedings suspended from 6.25 pm to 7.32 pm

CHAIR—We resume the hearing. Mr Tune, | understand you wish to make a short
clarification.

Mr Tune—Thanks, Chair. Senator Fierravanti-Wells asked me a question before dinner
about whether Finance had released its incoming government brief, and | think | said ‘no’ to
the question. In fact, | am informed that following the 2007 eection Finance did release the
incoming government brief. There was a request from Laura Tingle of the Financial Review
on 7 February 2008, and a redacted version was provided to Ms Tingle on 7 May 2008.

CHAIR—Thank you, Mr Tune. Senator Fierravanti-Wells, you are proceeding, thank you.

Senator FIERRAVANTI-WELLS—Thank you. That was at the discretion of the
department of finance.

Mr Tune—Yes, it would have been.

Senator FIERRAVANTI-WEL L S—And was independent of what any other departments
may have—

Mr Tune—That would have been an FOI request and it would have been processed on that
basis.

Senator FIERRAVANTI-WEL L S—Thank you. Can | complete my question in relation to
the red book, at page 310, and it continues on the various areas. Of course, thisis flagging the
Pharmaceutical Benefits Scheme in terms of fiscal challenge. At the bottom there it talks
about the PBS as one of the four major funding pressures in the Health and Ageing portfolio
and then it refers to the other three, which have real growth above two per cent. | take it that
whatever is blacked out at the bottom of the page and then over the page pertains purely to the
PBS.

Mr Tune—Yes, that is correct.

Senator FIERRAVANTI-WEL L S—Has Finance done some work in relation to potential
areas where PBS fiscal challenges can be addressed?

Mr Tune—The PBS has been an ongoing fiscal challenge for at least 10 years, if not 15 or
20, and has been, itis fair to say, constantly looked at by the department of finance in terms of
approaches. As you would be aware, the PBS has relatively high growth rates because new
drugs are continually going through what is called the PBAC process and new technology is
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being deve oped and so forth. So technological change drives a lot of the growth in the PBS,
and the listing of new drugs at certain prices is growing faster than the average of spending,
soit isan areathat is being constantly looked at.

In broad terms, if you look at the PBS, there are probably four areas you could look at. |
am not saying we have necessarily looked at al of these, but | think governments of the day
have looked at all four of them over a period of time. One area is the price paid to
manufacturers and the throughout price paid to pharmacists for the supply of drugs, both
existing and new, at the manufacturing level, the wholesale level and the retail level. The
government made some major decisions around that and announced those in the budget last
year. In fact, that follows on from some changes made in that particular area over quite a
number of years, both by the previous government and this government.

The second area of course is the copayments made by people utilising the PBS. There are
two copayments, and changes have been made in that area over a period time on an ad hoc
basis. The third area is the process around listings. Government decisions are required to list
new drugs, of course, above a certain threshold. When you are looking at constraining
growth—because you are surely not going to reduce growth in the PBS, you are going to
restrain the rate of growth—you are looking at options around those three areas, with some
mix and match of that perhaps.

Senator FIERRAVANTI-WELL S—I will not traverse the MOU in that area and the
savings there. Are you aware of whether the Pharmaceutical Benefits Pricing Authority is
looking at other waysto claw back savings?

Mr Tune—I am not aware that it is.

Senator FIERRAVANTI-WEL L S—From your perspective, it is purely that any clawback
inrelation to savings is a matter for the PBPA. Finance can only flag rather than direct.

Mr Tune—Obvioudly, yes. We advise government.

Senator FIERRAVANTI-WELL S—I know. You sit there at night and think of new ways
of doing it. So from that perspective you are not aware of any action that the PBPA may be
undertaking at the moment to claw back any other savings in relation to the Pharmaceutical
Benefits Scheme?

Mr Tune—No, we are not.
Senator FIERRAVANTI-WEL L S—Thank you.

Senator KROGER—Mr Tune, | am interested to know about a meeting on 7 September,
which | hope you can give me some details about, which | read about in the Australian. It was
alegedly a meeting of Finance and Treasury officials with the members for Lyne, New
England and K ennedy.

Mr Tune—Yes.

Senator KROGER—Did you attend that meeting, Mr Tune?
Mr Tune—I did, yes.

Senator KROGER—Who else attended that meeting?
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Mr Tune—Dr Henry from Treasury, Mr Martine on my right here from Finance—we were
the only two Finance people there, from memory—Mr Ray from Treasury, who is deputy
secretary of the fiscal policy group, Dr Gruen and Dr Parker from Treasury and Terry Moran,
secretary of PM&C. There might also have been one or two PM& C people who were taking
notes or whatever.

Senator KROGER—Where was that meeting held?

Mr Tune—In the cabinet room.

Senator KROGER—Were minutes taken of that meeting?

Mr Tune—Yes. Officials from PM& C took some notes of that meeting, yes.
Senator KROGER—Do you have a copy of those minutes?

Mr Tune—I do not, no—not with me. | have some.

Senator KROGER—Are you able to table those documents?

Mr Tune—I do not think so, no. | gave a commitment to, in particular, the coalition that
what | said to them and what | said to the independents was confidential and that | would not
talk about what was raised in those meetings, and | need to adhere to that.

Senator KROGER—Why would you be asked to keep confidentiality of a meeting that
was conducted with officials who were providing advice? What was the purpose of that
meeting?

Mr Tune—The meeting was to brief the three Independents on our costings of both the
ALP s dection commitments and the coalition’s € ection commitments.

Senator KROGER—What would be so secretive about the contents of that meeting?

Mr Tune—It was the process. Both Dr Henry and | had given a commitment to Mr Robb
and Mr Hockey that if we were going to be costing their commitments we would do so on a
confidential basis and maintain confidentiality around that. That was the commitment given
upfront around the process.

Senator KROGER—AII right. If we cannot have the minutes tabled, can | ask you—and |
am quoting because clearly minutes of the meeting were circulated sufficiently that one
Jennifer Hewett was able to see a copy of those minutes and be advised of elements of the
discussion that took place.

Mr Tune—I am not aware of that and if it did happen it certainly did not come from me.
What was released were the documents that we provided to the three Independents around the
costing of the ALP's commitments and the coalition’s commitments. Mr Windsor made that
public after that meeting that night.

Senator KROGER—Did one of those documents include advice from the officials that
told the Independents that the mining tax would not hurt the resources boom, contrary to most
market opinion, and the opposition had broken budget rules?

Mr Tune—You need to talk to the Treasury about that particular aspect. Our side of the
story was to comment on the expenses side. Treasury were commenting on the tax side.

Senator KROGER—Did you discuss the conservative bias allowance?
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Mr Tune—Wedid.

Senator KROGER—I quote, once again, regarding the conservative bias allowance in the
coalition's policy costings. Ms Hewett wrote: ‘Under questioning from the Independents,
Treasury and Finance officials said they advised against this on the basis that experience had
shown that “modelling techniques tended to underestimate the costs in future years’.” Would
that be afair assessment of what your advice was?

Mr Tune—What we said to the Independents is contained in a document that is on the
public record now and there is a dot point there about the conservative bias allowance. We
went through this earlier today with another senator and we provided our advice about the
treatment of the conservative bias allowance in the coalition’s costings. That is set down on
the public record.

Senator KROGER—In that document you also said: ‘... the existence of “waste and
mismanagement” under the Rudd/Gillard government’—which, as you know, has been a key
focus of the opposition’s concern about the bungled school building project, BER, and the
insulation, the pink batts, program— was not relevant to any determination of the correct
CBA'’

Mr Tune—I do not think | am at liberty to say what | talked about in those meetings.

Senator Wong—Senator, Mr Tune has quite adeptly tried to answer your questions
respectfully and to recognise the commitment he gave your colleagues, Mr Hockey and Mr
Robb, about not being public at all about what was said in that meeting. If you have questions
about the costings that were done of the opposition’s policy, which is some of what you are
going to, you may want to deal with that, but it is not fair to put himin a position, when your
party sought confidentiality, of asking him to disclose something contrary to that
commitment.

Senator KROGER—I appreciate that, Minister. | am just concerned about the discussions
that have arisen from that question and the objectivity of the considerations and of the advice
given in that meeting. If we had the minutes then we could be assured that that advice was
objective.

Senator Wong—In my experience, public servants in these departments and in other
departments of the Commonwealth serve the government of the day to the best of their ability.
| regret very much some of the inferences, including the one that you have just made, that
calls into question their objectivity. If you have specific questions which would enable Mr
Tune to explain to you why the costings of the opposition’s policy were done as they were, as
he has outlined, the i nformation was made public by Mr Windsor. That is on the public record.
Obviously you are welcome to go to aspects of that letter and quiz him as to why that advice
was given.

Senator KROGER—Thanks, Minister.

Senator FAULKNER—Minister or Mr Tune—whoever would care to answer—how long
has Finance had the conservative bias allowance mechanismin place?

Mr Tune—Since 1987.
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Senator FAULKNER—ASs | understand it, the mechanism is about ensuring the reliability
of budget humbers and the like. | say that in broad terms. Credibility and reliability are the
critical things. As you understand it, was that effectively the reason that the conservative bias
allowance was brought in and established at that time?

Mr Tune—That is correct. Basically, what the conservative bias allowance is trying to do
is to recognise that when you are doing estimates over, say, a four-year period, the reiability
of those estimates declines with time, so the further you go out the less reliable you are going
to be. Then you observe the history of what actually happens when you get to the actual
budget year that you are talking about and you can see a gap there. What it is trying to do is
make an estimate of how much we basically underestimate, particularly in demand driven
programs, things like social security payments and so forth where demand just generates the
payments. You are trying to estimate what impact that will have and then adjust the estimates
now to make allowances for it—to, in effect, try and increase the accuracy of the estimates
when you finally get to that year. Then we back that out year by year. We are four years out,
but budget by budget we are moving one year closer to it. We reduce the amount of the
conservative biases from two per cent to 1% to half until in the actual budget year you get to
zero, so it is backed out over aperiod of time. It is basically parameter variation. It just occurs
naturally inside the budget and the government sets that in conjunction with advice from us
about what we think history is telling us at a point in time. It has actually gone up and down
over a period of time. It has changed.

Senator FAULKNER—Is ‘conservative bias allowance’ a common terminology that is
used in other comparable Western democracies?

Mr Tune—Some have something similar. They do not call it that, but—

Senator FAULKNER—BLUt it is a broadly accepted budget mechanism in comparable
countries?

Mr Tune—Particularly the way we put our budget together, yes. It is seen as a sensible
way of operating budgets.

Senator FAULKNER—I have to admit | did not follow closely every nuance of the debate
that Senator Kroger and others have mentioned. Obviously it became a critical issue at the
time. In layman's terms—so tell meif thisisright or wrong—did the issue come down to an
argument or discussion about whether the conservative bias allowance could be drawn from to
realise savings? Is that afair description of how thisissue devel oped, or not?

Mr Tune—Yes, | think that is fair comment. The coalition election policy document that
they released in the week leading into the eection put forward some savings through a
reduction in the conservative bias allowance, the percentages that actually applied.

Senator FAULKNER—That was my general understanding. Did a lot of people learn
about the conservative bias allowance for the first time, do you think?

Mr Tune—No.

Senator FAULKNER—Not of course the pointy-headed people in the department of
finance. | would be the first to acknowledge that.

Mr Tune—I suspect that is true.
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Senator FAULKNER—ASs a result of the notoriety that the conservative bias allowance
now has—perhaps ‘notoriety’ is a bad word to use—it is a matter of public debate. It is a
budget mechanism that probably has not been front and centre on a lot of people’'s minds
before now. Is the department generating any work to make an assessment about whether any
changesto it are warranted in the way that it operates?

Mr Tune—Not so much in the way it operates, because we think that the way it operatesis
probably appropriate, the processitself, the mechanism. But we do do an annual review of the
appropriateness of the percentages that apply under the conservative bias allowance.

Senator FAULKNER—How long has that annual review—

Mr Tune—The last couple of years, and we have done ad hoc reviews in the past as well, |
should add.

Senator FAULKNER—Are you able to say to the committee when perhaps the first ad
hoc review took place?

Mr Tune—No, | could not. | will take that on notice.

Senator FAULKNER—You might let the committee know when the ad hoc reviews took
place and when they became annual. They became annual relatively recently, | understand.

Mr Tune—In the 2009-10 budget onwards.

Senator FAULKNER—You say it is an annual review. So we have had the first annual
review.

Mr Tune—We have had two: we had the 2009-10 budget and then we did one in the lead-
up to the 2010-11 budget.

Senator FAULKNER—Is it the intention of Finance to continue to review the
conservative bias allowance on an annual basis?

Mr Tune—ltis, yes.

Senator FAULKNER—Weas that driven by a decision of government or did it come as a
recommendati on through the department of finance itself?

Mr Tune—I cannot recall. It might have been put forward by us as something useful to do.
It was certainly agreed by government that it be done.

Senator FAUL KNER—Sure. The ad hoc reviews of the conservative bias allowance have
been occurring for a number of years, would you say?

Mr Tune—Yes.

Senator FAULKNER—BuUt you will find out precisely for the committee. Once these
reviews take place, be they the ad hoc reviews or the now annual review, does Finance
normally report theminits annual report or elsewhere?

Mr Tune—Not in the annual report. The outcomes of the review, if there are any
outcomes, get reflected in the budget papers.

Senator FAULKNER—So it isreflected in the budget papers.
Mr Tune—Yes.
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Senator FAULKNER—I should know this, but let me inoculate myself right upfront
because | do not know. Do the budget papers acknowledge that the basis for any change is
from the review of the conservative bias allowance?

Mr Martine—In appendix B of statement 6 we outline the current rates of the conservative
bias—

Senator FAUL KNER—I have thoroughly read that, of course. You just have to remind me
of it.

Mr Martine—It is a very important statement.

Senator FAULKNER—Yes.

Mr Martine—Towards the end of that, in appendix 6. So the 2010-11 budget papers
outline the current rates of .51 and two percent that Mr Tune indicated. We disclose the
current rates and then, in terms of dollars, it is a matter of applying those rates to total
expenses that are outlined in the budget.

Senator FAULK NER—I see. So whenever there has been areview, be it ad hoc or annual,
| would see asimilar sort of notation in the budget papers.

Mr Martine—Not necessarily. It has not always been disclosed. It has only been, | think
from memory, in the last couple of years that the actual rates have been—

Senator FAULKNER—So it isachange of palicy, isit, to actually disclose it, effectively?

Mr Tune—There have been various policies—to disclose; not disclose; to disclose. So |
would need to go back and check every budget—

Senator FAULKNER—No. | do not want to create too much work for the department of
finance. You are doing so much already.

Senator MOORE—The current palicy isto expose.
Mr Tune—Yes, that is correct, currently in the budget papers.
Senator MOORE—That isthe current policy and everyone knows that.

Senator FAUL KNER—Does the department of finance normally make recommendations
to government about any change for the conservative bias allowance?

Mr Tune—Under this annual review process it does, yes.
Senator FAULKNER—So it is a departmentally driven recommendation to government?
Mr Tune—Caorrect.

Senator FAUL K NER—Before Finance makes a recommendation to government, do you
consult Treasury or any other agency?

Mr Tune—We consult Treasury and also PM&C.
Senator FAUL KNER—Consult or seek agreement?

Mr Tune—Preferably to seek agreement, yes. But, if not—I do not think we have ever got
to that point. It has always been—
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Senator FAUL K NER—So this has not been a matter that has been controversial between
or amongst agencies?

Mr Tune—No. It is based on doing a piece of analysis about how the numbers are panning
out and coming to aview. Thereisjudgement involved, there is no doubt abouit that.

Senator FAUL KNER—So the issue was not a matter of controversy between the central
agenciesin the lead-up to the last budget?

Mr Tune—No.
Senator FAULKNER—Thank you.
CHAIR—Senator Kroger.

Senator KROGER—MTr Tune, with your reviews of the conservative bias allowance, have
you found, over time—was it 1996-97 that you said it has been adopted?

Mr Martine—1987-88.
Senator KROGER—Have you ever found that it applies differently across departments?

Mr Tune—We do not actually do it like that. We do it on an aggregate basis. So we are
taking all expenses, less GST payments—since the GST came in in 2000, because they are
going straight through to the states so they are not Commonwealth outlays—and we look at
the trend that is happening on the aggregate expenses level. It is the demand driven programs
that drive this. They are the ones that have the variations, where you have less certainty about
your number. For example, if you allocate $100 million to a program for four years at $100
million a year, you know it is going to be $100 million in year 4. That is set down—unless it
is varied subsequently by government through ancther decision. But when you are paying out
age pensions or family tax benefit, those sorts of things, you are doing an estimate of what
you think might happen, based on the rates of payment that you think might be payable, so
you are assessing what might happen on the indexation front around CPI on the one hand—so
that is the rate of payment—and then the number of people who may be eligible. So there is
some uncertainty about that. You are doing the best you can based on the trends that you have
got, but you also have a recognition that you are probably not going to get it right. So what
you are trying to do is measure, by looking back in history all the time—constantly looking
back in history—how you are going. Then if you think you are getting it wrong, there is a
case for adjusting the conservative bias allowance either up or down.

Senator KROGER—Has it changed much over that time?

Mr Tune—It has changed a fair bit. | will have to take it on notice because it will take me
far too long to read it all out, but | do have the history here in front of me. It has changed
probably 10 times since 1987; not every year of it changes. There are three years of it that you
havein there and sometimes it is only one year we change.

Senator KROGER—ByY much degree?

Mr Tune—Never more than one percentage point in any particular year.
Senator KROGER—OKay.

Mr Tune—I think | amright. Yes, that isright.
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Senator KROGER—So it has been changing, | gather, in an upward direction.

Mr Tune—Upwards and then downwards.

Mr Martine—Since 2005-06 it has been progressively coming down in the last year.
Senator KROGER—Thank you very much. | just want to move on to—

Senator FAULKNER—Could | just ask one other question? Is that all right? Very few
treasurers or ministers for finance it would seem to me have spoken much about the
conservative bias allowance. It got so it became an issue as a result of events post the el ection.
That is fair enough. | do not want to make a partisan comment about that; we understand that
is the case. It has not been spoken about much publicly by treasurers and ministers for
finance, but Treasurer Costello did speak about it, didn’t he, in the 2004 budget? That is my
recollection.

Mr Tune—Can | take that one on notice, please?
Senator M OORE—Can you remember that one?
Senator KROGER—That is quiteimpressive.

Mr Tune—I was probably involved in that budget, but | do not know if I can remember
that far back. Can | take that on notice, please?

Senator FAULKNER—This was quoted in the media. It might have been the 2003-04
budget. Isn’t that where he said it is not a policy reserve or arainy day fund? | just wondered.
This is probably a matter | could raise tomorrow in the Treasury estimates. If you would
prefer, | am happy to raise it with them. Would that be better?

Mr Tune—We are happy either way. If you want usto check the record, we can do so.

Senator FAUL KNER—I think there was some publicity about this generated by the recent
debate. | was going to ask whether it was part of the budget speech. What interests me is the
lack of debate about it, but | am happy to ask Treasury tomorrow.

Mr Tune—Okay.

Senator FAULK NER—I have to sit here tomorrow, so | may as well ask them. You never
know, someone might even be listening and they might even be able to answer.

Mr Tune—Someone is probably watching and they would be starting the research right
NOW.

Senator FAULKNER—I fed very sorry for that person.

CHAIR—Would you let me know what time that is on and | will find something else to
do?

Senator KROGER—Have you finished, Senator Faulkner? Are you finished for the last
time on that particular fund?

Senator FAULKNER—Yes.
CHAIR—Senator Kroger.

Senator FAULKNER—I just know, Senator Kroger, that you are an expert on
conservative bias, you see.
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Senator KROGER—You can tell. | wanted to move to consultancies. | am interested to
know how many contracts for government advertising have been awarded since the last
estimates. Do you have that?

Mr Tune—Government advertising?
Senator KROGER—Yes.

Mr Tune—You have come to the right people. This is all-of-government or department of
finance?

Senator KROGER—Yes, all-of-government.

Senator Wong—Chair, | just want to check. | think that is an outcome 2 question. We are
happy to takeit.

Senator KROGER—Isit?
Senator Wong—I could be wrong. It is, so have we finished with outcome 1?

Senator KROGER—NOo, we are till on outcome 1. | have some things in relation to
contracts.

Senator Wong—Government advertising is outcome 2. | can swap folders.
CHAIR—Hang on. Sorry, Senator Bernardi. Have you finished, Senator Kroger?
Senator KROGER—In outcome 1 | have, yes.

CHAIR—Do you have any questions in outcome 1, Senator Humphries?
Senator HUM PHRIES—I believe they are in outcome 1, yes.

Senator Wong—Can we finish outcome 1 first?

Senator HUM PHRIES—Thanks, Mr Chairman. | wanted to ask about the status of some
commitments made by your predecessor minister during the course of the election campaign.
You will recall that there was some debate about commitments to make savings within the
Public Service and that on 31 July Minister Tanner announced that a re-elected Labor
government would make savings through restoring the efficiency dividend from one to 1V
per cent, saving $390 million over the forward estimates, and by removing funding currently
guarantined under the Gershon reforms for ICT, saving a further $447.5 million over that
period. Are those two savings commitments still the policy of the government and can we
expect to see them implemented in the next and subsequent budgets?

Mr Tune—That is correct.
Senator Wong—Yes, they are.

Senator HUMPHRIES—Is that the extent of the savings the government proposes to
make through the budget process?

Mr Tune—Around—
Senator Wong—Sorry—

Senator HUMPHRIES—Are those commitments the extent of the savings that the
government proposed to make that affect the Public Service?
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Senator Wong—T hat affect the Public Service?

Senator HUMPHRIES—Yes.

Senator Wong—Sorry, | was confused because there are a number of others obvioudly.
Senator HUMPHRIES—Yes.

Senator Wong—Those are two savings commitments which have been announced. | have
not referenced the entirety of the Labor policies to determine which if any might arguably
relate to the Public Service but those are two that come to mind.

Mr Tune—I am just going through the list. | cannot see any others. There is one around
Australian Public Service reform efficiencies through funding for the Australian Public
Service Commission.

Senator HUM PHRIES—Yes, that would be a specific funding decision in respect of that
agency?

Mr Tune—That is correct.

Senator HUM PHRIES—There were no other across-the-board savings measures, in the
nature of a—

Mr Tune—No.

Senator Wong—Sorry, your question keeps changing. Is it across the board?

Senator HUMPHRIES—Across the board, affecting Public Service agencies, in the
nature of efficiency dividends or removal of funding for certain purposes?

Senator Wong—I will check, but | do not think there are.

Mr Tune—I am pretty positive there are none.

Senator HUMPHRIES—In respect of those commitments, particularly in respect of the
efficiency dividend, the minister at the time said that the efficiency gains would be realised
without resorting to job cuts. Is that also the parameter that the government continues to work
under for the coming and future budgets?

Senator Wong—That was Minister Tanner’s statement, from memory, but | will have to—
Senator HUM PHRIES—I am happy to table his media rel ease.

Senator Wong—I have a recollection of that statement being made. That is what was said
in the election.

Senator HUMPHRIES—I agree with you. But my question is whether that remains the
government’s policy; whether it intends to implement those changes without resorting to job
cuts?

Senator Wong—As | said, that was the statement that was made during the election. That
is the el ection commitment.

Senator HUM PHRIES—As we know, Minister, it is possible for governments to evacuate
those positions from time to time. | will put this into a context. | have asked a number of
agencies in the course of the last two days whether the meeting of the efficiency dividend, the
higher efficiency dividend, is likely to lead to them considering redundancies. A number of
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agencies have said they cannot rule out that occurring. So | want to be clear from you whether
you consider that the efficiency dividend arrangements do not entail job cuts as indicated by
Minister Tanner just three months ago.

Senator Wong—The efficiency dividend, from recallection, is a continuation of the pre-
existing one and beyond the period at which it was going to be phased in. Ultimately, agencies
make decisions about how to achieve that. But | agree with Minister Tanner that the approach
should be one that involves finding efficiencies other than through reductions in positions. |
have to say that it is obvioudly in stark contrast to the position your party took to the election.

Senator HUMPHRIES—I entirely agree. It is in sharp distinction if it is the policy that
you actually implement. | am not sure | have quite got from you a commitment to implement
in the course of this term, particularly in the course of this coming financial year, a
commitment to that statement by then Minister Tanner, and | repeat it: ‘ Efficiency gains will
be realised without resorting to job cuts.’

Senator Wong—That is the intention.
Senator HUM PHRIES—With respect, an intention is not the same as a promise, isit?

Senator Wong—You have been around these issues for many years and you know the way
in which the efficiency dividend works.

Senator HUM PHRIES—I do, and | know that—

Senator Wong—It does not require the minister for finance to tell each agency how to
ddiver the efficiencies. | would make the point: my recollection—and | do not have your
€lection commitments open in front of me now—was that in addition to your job freeze, your
hiring freeze, you also implemented this, from memory.

Senator HUM PHRIES—Yes, and we did not—
Senator Wong—And you made the same commitment.

Senator HUM PHRIES—We made a commitment only that there would be no involuntary
redundancies. You have made a commitment that there will be no job cuts. So there is a
distinction between the promises that were made. | am not seeking to ask you to announce
new policy or to try and—

Senator Wong—I am surprised. | did not realise you actually increased the efficiency
dividend—
Senator HUMPHRIES—Yes, we did.

Senator Wong—so it was actually on top of the freeze. How did you fed, as the senator
for the ACT, about that?

Senator HUM PHRIES—I am happy to answer those questions if | have the chance to sit
on your side of the table, but | am not there yet, and the point—

Senator Wong—I| understand what you are saying—that these are issues. As | said at the
outset—and | do not think you were here—the election commitments will be processed in the
normal way through the MY EFO budget process where they become measures. It may be that
there is more information | can give you after that process. | am aware of Mr Tanner’s
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commitment and, as you know, at the end of the day efficiency dividends have historically
been met by the agency determining how to meet them.

Senator HUM PHRIES—I seek only from you tonight a reaffirmation of the commitment
made by Minister Tanner, which effectively bound agencies in the way that they would carry
out their reductions in spending, by saying—

Senator Wong—I have said it is an election commitment of the government.

Senator HUMPHRIES—that there would be no job cuts to meet these efficiency
dividends.

Senator Wong—And | have answered it: | have said that it is an election commitment of
the government.

Senator HUM PHRIES—Minister, the red book, of course, suggests that there should be
some reconsideration of the government’s announced savings targets. The book says:

To meet the fiscal targets and fund priority spending including the commitments the government has
made to the independents the fiscal strategy needs to be complemented by additional savings.

| assume that you cannot outline to us tonight what additional savings there might be. | accept
that that is a decision or a series of decisions that await the coming budget, but | do ask
whether those savings are caught by the commitment not to resort to job cuts?

Senator Wong—Sorry, where are you—1.3?

Senator HUM PHRIES—I am quoting from the red book.

Senator Wong—I want to know which page, if we could.

Senator HUM PHRIES—I have not actually got the red book in front of me.

Senator Wong—We have been going through it for some time tonight and most senators
have taken us to the page—it gives me the context—so | am not going to respond unless |
know where you are quoting from, so that | can see what you are quoting from.

Senator HUMPHRIES—BUut you would be aware, surely, that the red book did suggest
that additional savings might need to be made.

Senator Wong—This is the red book. | have read it al but | have not got al of it in my
head, so | would be obliged if you could take me to what you are referring to.

Senator HUMPHRIES—I am happy to come back in a little while and give you the
information, which | am sure you know isin there.

Senator Wong—Thereisalot of information in this.

Senator HUMPHRIES—It is the most salient feature of the red book; it suggests there
should be further savings made by the government.

CHAIR—Senator Humphries, | think it is appropriate that, if you are quoting from a
document—which is quite a thick document, as we know—you should actually be able to
take the witnesses and the minister to the page.

Senator HUMPHRIES—AII right, | shall obtainit and | will come back toit.
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CHAIR—That is what has happened in earlier questioning. We are not dealing here with a
single-page document or a couple of pages. We are actually dealing with something which is
quite extensive. There is no intention, obviously, to avoid answering the question. It is just
that we do not want to have the witnesses spend quite a long time trying to find the relevant

page.
Senator HUM PHRIES—With great respect, we are about to move off outcome 1 as |
understand it. Thisisthelast question in outcome 1.

CHAIR—NOo, there are still a couple of questions left in outcome 1.
Senator HUM PHRIES—AII right. | will go and get the document and | will return.
CHAIR—I think Senator Moore has some questions. Thank you, Senator Moore.

Senator MOORE—Mr Tune, | have some very short questions about the costing of
election commitments, and | believe that you have put out some public information about
your consideration of opposition el ection commitments, but the two areas | want to talk about
are—

Mr Tune—Sorry. Just to interrupt you for a moment. It was not | that put that information
out.

Senator MOORE—NOo, but in terms of the information—
Mr Tune—It was the Independents.

Senator MOORE—I know you personaly did not put it out, Mr Tune. | apologise if |
made that mistake. The two areas | want to look at are the education tax refund and the
Pharmaceutical Benefits Scheme. The education tax refund did receive some publicity and |
am interested in the expected outcome cost that the opposition put in their commitments and,
also, from the consideration that was made, what did the department believe the cost bl ow-out
would be and why?

Mr Tune—Yes, the document that was released by Mr Windsor did talk about our view on
the education tax refund.

Senator MOORE—Yes.

Mr Tune—And we costed the opposition’s policy at an additional $235 million over four
years.

Senator MOORE—Did you indicate why, Mr Tune?

Mr Tune—Largely because we used expenditure from the latest household expenditure
survey, which broke down education spending, and we thought we had a better handle on the
variables in the modelling.

Senator MOORE—So it was quality of the data?
Mr Tune—Largely, yes. | can read out what we said:

The coalition costed this proposal using assumptions of the increase in the average claim amount
stemming from the increased cap on the refund and additional eigible items—

which they had in their policy:
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The departments have costed this proposal based on analysis of expenditure on eligible items in the
latest household expenditure survey and have not included any increase in the number of claims as a
result of the palicy.

So it was not so much about saying there was going to be greater take-up. We had not
assumed that in the costing vis-a-vis what the coalition had said. It was about how much was
being spent on the particular items that would be digible for the refund.

Senator M OORE—AnNd the specific data that you use.
Mr Tune—Indeed, yes.

Senator MOORE—So that was the explanation around the education tax refund. What
about the Pharmaceutical Benefits Scheme, because that received a degree of publicity when
that was rel eased.

Mr Tune—Yes. The coalition, in their release of 29 August, had suggested there might be
greater savings from the changes that the government announced—in fact, the coalition
announced, when they were in government in 2007-08—and some continuations of those over
the last couple of years, cuminating in some further changes around the treatment of
manufacturers and wholesales and retailers in the last budget. They thought, based on some
studies that had been put out by some academics, | think it was, that there were possibly more
savings in that measure than the government had incorporated into the budget papers for
2010-11. We went back and had a look at those numbers and those studies and we came to the
view that their claims were aready incorporated in the numbers that the government had
injected into the budget papers. Therefore, the extra savings were not actually there, yes.

Senator MOORE—So, in some sense a double dipping?
Mr Tune—A double count, in effect, yes.

Senator MOORE—I know that is not a technical term, Mr Tune, but in some ways the
initial savings were actually counted twice. That was the assessment that you made?

Mr Tune—Yes, a proportion of them.
Senator M OORE—So that was the core of the difference there?
Mr Tune—Indeed.

Senator MOORE—Just one other question, Mr Tune. It isto do with the highly publicised
process where the opposition claimed that they had had their promises or commitments
audited, in terms of what was done, by an accounting firm. | note that in your annual report
you do put in a letter saying how your department’s audits operate. Whilst you cannot speak
about whatever process an accounting firm used, if you were looking at having commitments
audited in that sense in the department, what would be the process be, if you were using the
term ‘audit’ ?

Mr Tune—If our costs were being audited?

Senator MOORE—Yes.

Mr Tune—That would probably involve the ANAO having a look at al our models and
our assumptions that underlay our costings and verifying them and giving an opinion on them.
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Mr Martine—If | can just add: one of the key aspects that one looks at when doing a
costing is the assumptions, and testing different assumptions and questioning assumptions. So
when we get a costing from a department to look at and sign off—and essentially Finance has
a role of signing off all costings before they go to government for decision making—we
guestion the assumptions and invariably change assumptions. To us, one of the key aspects of
doing a costing is to look at the assumptions, question them and, if need be, come up with
different assumptions.

Senator MOORE—In terms of challenge?

Mr Martine—Yes.

Senator MOORE—If | can just use the example, ssimply because of the term ‘to audit’ —
Mr Martine—Yes.

Senator M OORE—that you have there, that is an independent review and going through
with the challenges?

Mr Tune—Yes. Our costings are not formally audited.

Senator MOORE—No.

Mr Tune—But if they were, it would probably go to the ANAO to look at.
Senator MOORE—Thank you.

Mr Tune—In some ways we are auditing departments’ costings.

Senator MOORE—Sure.

Senator FAUL KNER—Would you consider offering the opposition a tutorial on this?
Mr Tune—I am happy to give anybody atutorial on how we go about it, yes.
Senator M OORE—Would that be user pays, Mr Tune?

Mr Martine—It would be for the department of finance.

Mr Tune—The department of finance, yes.

Mr Martine—Just to add to that, both secretaries—of the department of finance and of the
Treasury—issue costing guidelines prior to an election being called and those guidelines do
outline in part the methodol ogy that we use.

Senator FAULK NER—BLUt there is also an opportunity, Mr Martine, for government and
opposition to ask questions of agencies and seek clarification et cetera, isn't there?

Mr Martine—Thereis, yes.
Mr Tune—That is a very extensive process.

Senator FAULKNER—Yes. So | suppose in a sense this occurs pre election as opposed to
post dection.

Senator CORMANN—You say you would give advice on how these costing guidelines
that you have got and the training.
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Mr Martine—The costing guidelines that are issued publicly by the secretariesis at avery
high level, and they go through the methodologies and the process for the formal charter
costing process.

Senator FAULKNER—Whatever those interactions might be, are there protocols in
relation to the level of confidentiality that would exist? Let's say | decided at a Senate
estimates committee to ask a whole range of detailed questions about the communi cations that
the current opposition had had with the department of finance. | quickly interpolate here | am
not going to do that, but if someone were to do that—or government for that matter—how
would Finance react to that sort of approach that might be taken, Mr Tune? Where do you
draw the line in terms of what | think is probably an accepted need for a government or
alternative government to have a capacity for confidential discussions with an agency?

Mr Tune—There are a set of issues there which are quite difficult. Particularly for public
servants they are quite difficult and, | think, for governments and oppositions as well. My
personal view—and | think it probably is the view of most of my colleagues—is that we work
for the government of the day and it is very hard to work for two masters. Some people might
argue that, as long as the government of the day gave permission for us to talk to the
opposition, that is al okay. You recognise that that happened in very extraordinary
circumstances during the caretaker period, and in fact the caretaker conventions needed to be
amended and agreed by both sides of politics for us to be able to cost both sides' palicies. |
readily admit that was a very difficult situation for us that we felt very uncomfortable with as
public servants.

Senator FAULKNER—It isalso an unusual one though, isn't it?
Mr Tune—It is extremely unusual.

Senator FAULKNER—InN the sense that this occurs post election as opposed to pre
election.

Mr Tune—Indeed. The charter, of course, is intended to try and address the position pre
election.

Senator FAUL KNER—EXxactly.

Mr Tune—But we were in a post-election situation, so it was difficult. Even if you move
outside that period, | till think there are issues around the role of public servants working for
the government of the day which create some tensions, and | think there is a distinction
between myself or officers from the department of finance doing, putting it in your terms,
‘tutorials for people about how we go about doing costings. That is one thing which | think is
avery useful thing to put on the public record for those that are interested, but then to actually
do costings and approve costings for other than the government of the day | think puts usin a
very difficult position. For that reason, of course, there has been bipartisan agreement that
there will be something called the Parliamentary Budget Office, and in fact the government
provided some money to the Parliamentary Library in the lead-up to the election to do some
costing work. | do not know if it did or not—I have never asked it—but it has now gone
further in a bipartisan way around the Parliamentary Budget Office and | think that is
probably the way to address it. You still run into issues of expertise. These things are really
complicated. Some of the models we use are extremdy complicated. Whether even a very
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highly resourced Parliamentary Budget Office would be able to replicate the things that we do
without us actually having to almost do it for them is very problematic, but that is the way
forward | think—at least to explore that opportunity.

Senator FAULKNER—That is a very considered answer, | think, to a difficult situation
that probably is not contemplated by a lot of the existing guidance we have got, particularly in
relation to caretaker conventions and the like. Given that you have provided the committee
with such a considered response, has your agency thought at all about whether it is
worthwhile raising with the Department of the Prime Minister and Cabinet the adequacy of
our current caretaker conventions and guidelines in this rather unique circumstance of post-
election consideration of these matters? Have you thought of taking this any further?

Mr Tune—I have taken it further and | have had discussions with Terry Moran and Ken
Henry about it and we are thinking about the issue. The IGB—the incoming government
brief—talks about the possible need to have another look at the Charter of Budget Honesty.
There are issues there that we were talking about earlier that create difficulties. My personal
view—it is not a government view; it ismeas an individual.

Senator FAULKNER—I appreciate that.

Mr Tune—My view isthat it would be useful to review the charter in a bipartisan way and
it would be useful to think about that in the context of the introduction of the Parliamentary
Budget Office. | think the two things need to be done together.

Senator FAULKNER—Do you think you or your agency, or perhaps the central agencies
collectively, arelikely to brief government about this sometime into the future?

Mr Tune—I suspect so. As you know, for the Parliamentary Budget Office the
commitment is being given on a bipartisan basis because that will lead into parliament and
parliament will actually make the decision about that.

Senator FAULKNER—Yes, | appreciate that. Since the development of the conventions
we have probably had a set of circumstances arise post the 2010 election that were not
contemplated by any of the existing conventions. That isjust afact of life.

Mr Tune—It isafact, yes.
CHAIR—Thank you. Questions, Senator Cormann?

Senator CORMANN—Thank you, Mr Chair. | only have a few more questions in
outcome 1 and then a series of questions in outcome 2. In relation to the incoming
government brief, you mention in rdation to the Financial Framework Legisation
Amendment Bill 2010 that there is an opportunity for the government to reconfirm its support
for a strong financial framework, dealing with Commonwealth resources by expanding the
definition of ‘proper use to include the word ‘economical’. There is reference to
“economical’. ‘ Proper use' aready includes ‘efficient, effective and ethical’. The inclusion of
the word ‘economical’, you say, will increase the focus on the level of resources the
Commonwealth applies to achieve outcomes, yet when the legidation was reintroduced by the
government on 30 September, it did not expand the definition of ‘proper use to include
‘economical’. Was that an oversight on behalf of the government, Minister, or is there a
reason why you did not follow the department’s advice there?
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Senator Wong—First, can you refer me? Isit 1.117?

Senator CORM ANN—It is page 5.2 and the paragraph starts with: * Through this bill there
is also an opportunity for the government to reconfirm ...’

Mr Helgeby—The FFLA Bill—the Financial Framework Legidation Amendment Bill—
was introduced in the previous parliament.

Senator CORM ANN—BUL it was reintroduced on 30 September.

Mr Helgeby—Reintroduced in the form in which it had previously been presented to
parliament as a way to ease consideration of it.

Senator CORM ANN—'Ease consideration of it'. So it is not actually in the form that you
think it should be. Is the government going to move some amendments to effect this change,
Minister?

Senator Wong—I amjust checking if we had introduced it already in the House.

Senator CORM ANN—Yes, you have, on 30 September.

Senator Wong—Yes, in the same form. If there are amendments moved, obviously the
government will always consider them.

Senator CORM ANN—BULt the government is not going to move the amendment to give
effect to the recommendation of the—

Senator Wong—I think the evidence has already been given that it has been introduced in
the same form.

Senator CORM ANN—What is the reason that the government did not take that advice to
include the word ‘ economical’, Minister?

Mr Mowbray-d’ Arbela—Perhaps | can answer. The process in relation to reintroducing
the Financial Framework Legislation Amendment Bill required a consultation process with
ministers, and that potential change would have required a far broader consultation process
than would have been appropriate in the time frame.

Senator CORMANN—To add the single word ‘economical’ would have required a
significant consultation process across the whole of government?

Mr Mowbray-d’ Arbela—Correct, because it relates to the agencies—
Senator CORM ANN—The wheels of government.

Mr M owbray-d’ Ar bela—across the Commonwealth under the Financial Management and
Accountability Act.

Senator CORMANN—So is the bill that was introduced on 30 September exactly the
same bill as the one that was introduced before the last election? | understand it is not.

Mr Mowbray-d’ Arbela—The only two changes were, firstly, that the Trade Practices Act
1974 will be changing its name to the Competition and Consumer Act 2010 and, secondly, a
change made in relation to the Australian Wine and Brandy Corporation. So the only changes
that were made were because, in the passage of time, other legisation had commenced, so the
bill had to reflect changesin other legidlation.
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Senator CORMANN—So it was easy to make changes to names of legidation but it was
not easy to add the word ‘economical’. What is it about the word ‘ economical’ that requires a
round of consultation?

Senator Wong—If | could give you a bit of a process answer so you get the context,
technical changes to bills which have already received government approval do not generally
have to go through the process of consultation with relevant portfolios. If there is a change
which is in fact essentially giving a different effect, or a policy change that is given effect
through a change to a bill, that would require consultation with relevant portfolios.

You might also be interested to know that, as | recall, the FMA Act, including the definition
of ‘proper use, was introduced by your government, and at no point did the word
“economical’ enter the lexicon in the context of this definition. Having said that, as | have said
to you, if you wish to move that amendment, the government will consider it, as with any
other amendment on the floor of the parliament.

Senator CORMANN—Of course, in that case you will have to consult with al your
various colleagues in other departments to—

Senator Wong—I handled quite a lot of legidation in my previous portfolio. Some has
passed; some has not. Yes, we do have to consult and we try to do it rather quickly, as you
know, particularly in the Senate.

Senator CORMANN—So wouldn't it have been preferable to do that before you
reintroduced the legidation? This is the first piece of legidation, essentially, that you have
introduced as the minister.

Senator Wong—Mr Gray obviously introduced it to the House.

Senator CORM ANN—On your behalf.

Senator Wong—True.

Senator CORM ANN—You would have given the authority for it to be introduced.

Senator Wong—I am not in the House of Representatives. This was the legidation the
government introduced. If you wish to move an amendment, Senator—your party or any other
party—you can.

Senator CORMANN—Perhaps Mr Tune can assist me then. | take on your challenge,
Minister, and will consider that. Mr Tune, why does the Department of Finance and
Deregulation think that the inclusion of the word ‘ economical’ is important?

Mr Tune—As it says in the brief, it could increase the focus on the level of resources the
Commonwealth applies to achieve outcomes.

Senator CORMANN—Can you expand on that a bit. That is a rather concise way of
providing ajustification. Why is that necessary?

Mr Tune—I will hand it over, | think.

Mr Helgeby—It adds a degree of clarity to the meaning of ‘proper’. ‘Proper’ at the
moment is understood to mean ‘efficient, effective and ethical’. There is an opportunity to
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extend that definition in a way that will be useful to the Public Service in interpreting the
legidation.

Senator CORM ANN—In terms of the Public Service interpreting legislation—exactly. As
the department responsible for fiscal rigours and ensuring that other departments comply with
all the necessary rigours, you want to send a bit of a message or make it clearer to these
departments that a proper focus on the level of resources the Commonwealth applies to
achieve outcomes beyond what is the case at the moment is necessary. Isthat correct?

Mr Helgeby—The text in the incoming government brief is short but | think it is clear.
Senator CORM ANN—It is self-explanatory?

Mr Helgeby—Yes.

Senator CORM ANN—Which departments do you think particularly need that message?

Mr Helgeby—It is not a comment about departments in particular; it is a comment about
the framework.

Senator CORMANN—You must have alevel of concern that there is an insufficient focus
on the level of resources the Commonwealth applies to ensure outcomes. That is self-evident.
If you want to strengthen the focus, presumably the thing is insufficient.

Senator Wong—You have done this a fair bit in terms of the IGB, and you can make
comment about what Finance has said—that is your right—but | do not think that persistently
putting to people what they must have thought in order to give the advice is particularly
helpful. There has been a consistent approach. Certainly one of the many good things that
Lindsay Tanner did was to consistently improve the federal financial framework in all of its
aspects over a number of years, building on some work which had been done previoudly, and
obvioudy Finance has consistently sought to advise governments of both palitical persuasions
to do so.

Senator CORMANN—It seems to me, Minister, that the department realises that your
government has been wasteful with taxpayers money across the range of departments and
that there is a need to be more focused on an economical use of Commonwealth resources.

Senator Wong—Would that extend to you getting your costings right too, Senator?

Senator CORM ANN—No. Were there any discussions with the government, after the
incoming government brief was provided, about whether the word ‘economical’ should or
should not be included in the legidlation?

Senator Wong—You are really asking people about advice to government.

Senator CORMANN—No, | am not. | am asking about the existence of advice, not the
content.

Senator Wong—I meet with officials from Finance regularly and a whole range of issues
are discussed, and | am not going to go into that.

Senator CORMANN—There was a conscious decision, then, not to include the word
‘economical’ in this legislation?
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Senator Wong—You have been given an explanation from the officials about the timing
constraints. As | said to you, | think this is the seventh bill in this area—the seventh of the
FFL As—since 2004.

Senator CORM ANN—Sure.

Senator Wong—So there is a regular process of revision and improvement. If you wish to
take a bipartisan approach to this, we would certainly be happy to have the discussion.

Senator CORM ANN—Sure, and no doubt there will be an opportunity for this. Thisisa
different area now but still outcome 1: can the department explain and perhaps give us a bit of
detail on how you make a decision as to whether a body is subject to the FMA Act or the CAC
Act.

Mr Mowbray-d’ Arbela—A policy was published by the then Department of Finance and
Administration in August 2005. It is called Governance Arrangements for Australian
Government Bodies and it steps through a number of protocols. It commences with the
suggestion that a new activity should initially be within an existing department or body.

If there is arationale to set up a separate body, the starting point is to look at the Financial
Management and Accountability Act, and then some factors are added to this consideration in
relation to the Commonwealth Authorities and Companies Act—the CAC Act—and those
primary considerations are whether there would be benefit in the organisation holding money
on its own account outside the consolidated revenue fund and whether it would benefit from
having a group of people running the organisation as a governing board subject to similar
directors’ duties as apply to companies under the Corporations Act, and those similar duties
appear in the Commonwealth A uthorities and Companies Act.

We step through those issues and ook at the potential activity of the body, generally with a
view to not exacerbate a proliferation of bodies and to get the governance right, but | would
say that these are not objective black-and-white matters. They are matters of discretion and
policy judgments and depend on what the body is doing at the time.

Senator CORMANN—Obviously there was a decision made to move the Australian Law
Reform Commission from the CAC Act to the FMA Act. What was the context there?

Mr Mowbray-d’ Arbela—That would be again, quite ssmply, the application of the palicy
| just described. In that context the collective decision making of the Australian Law Reform
Commission was seen as more related to their statutory task as opposed to needing to be
focused on the governance of the commission itself.

Secondly, there were other aspects of the act for the Australian Law Reform Commission
which had been identified by the Attorney-General’s Department, by ourselves and by the
commission itself whereby it would be seen to be worthwhile to review that legislation. In
reviewing that legidation, the view is that we could till retain the independence and the
unique features of the Australian Law Reform Commission whilst moving it out of a
director’s duties environment and into the Financial Management and Accountability Act.

Senator CORM ANN—How often do you make these sorts of decisions? Does this come
up often or is that exceptional ?
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Mr M owbray-d’ Arbela—It is what we do. It is our work. We look at the way the bodies
are working, the issues and where they are placed, and it is a case-by-case issue.

Senator CORMANN—ON how many occasions a year? | am not pinning you down to a
specific number, but isit one, two, five, 10?7 | amjust trying to get a sense of it.

Mr Mowbray-d’ Arbela—There is an ongoing conversation in relation to governance of
bodies across the Commonweal th.

Senator CORMANN—How many would you have done over the last 12 months to shift it
from the CAC Act?

Mr M owbray-d’ Ar bela—The shifting would require an act of parliament, so that is where
we look at the financial framework legidlation acts, or there was the Treasury omnibus bill
which moved the Australian Accounting Standards Board and the Australian Prudential
Regulatory Authority and ASIC, for example, acrass from the CAC Act to the FMA Act.

Senator CORMANN—The reason | am asking is that in the Financial Framework
Legislation Amendment Bill, apart from indicating there is a preference for having bodies
subject to the FMA Act, there are no real explanations as to the reasons for such movements.
You have gone through it to a certain degree. Does it always go one way?

Mr Mowbray-d'Arbela—No. The detail is in this governance policy that | mentioned
which, as| said, was published by Finance in August 2005.

Senator CORM ANN—So thisis still working its way through the system since then?
Mr Mowbray-d’ Arbela—That is right.
CHAIR—Do we have any more questions for outcome 1?

Senator HUMPHRIES—Yes, | do. Minister, | have found the errant page that we were
looking for. It is ‘Budget—3.3'. You will be surprised to learn it is the very first sentence
under the heading ‘ Budget savings process and possible options'. You will see that it refers to
the need to supplement or complement the government's fiscal strategy with additional
savings. Then it goes on in the course of that page to describe what they might be. My
question previously about the likelihood of the government maintaining its strategy of not
implementing efficiency savings with job cuts is prompted by the second dot point on that
page where it says:

Improve efficiencies and reduce duplication - through gaining administrative improvements (staffing
restructures and cuts, application of efficiency dividends) ...

Presumably that means increased efficiency dividends beyond those already applied. What
| am seeking from you, Minister, is an affirmation of the commitment that you were very
enthusiastic as a party to give during the election campaign when you were seeking to gain
votes, particularly in thisterritory, and affirm that your strategies do not involve job cuts.

Senator Wong—It is a rather long bow. You have asked me questions about what you are
calling ‘the strategy’ . That is the statement that was made during the election. We believe the
efficiency dividend can be implemented in the way that is outlined.

Senator HUM PHRIES—But will it be?
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Senator Wong—As | indicated to you and as you know, the devolved arrangements under
the financial framework mean that agencies are responsible for implementing government
policy and, in this context, the efficiency dividend and that will be a matter for agencies. In
relation to this, you have not been here for some of the discussion, but you may have been
glued to your television set. As | have said on a number of occasions, this is advice that was
provided to me as the incoming minister by the department. It is not government policy. It is
anindication of the advice from the department of finance to the incoming minister.

Senator HUMPHRIES—Yes, | understand all of that. If the departments devolved the
task of implementing government decisions such as efficiency dividends, on what basis did
your predecessor make the commitment that an efficiency dividend, and in fact an enlarged
efficiency dividend, would be achieved without resorting to job cuts?

Senator Wong—Presumably on the basis of his view of the policy, but | have to say that is
an interesting question from somebody who, fighting an election campaign, put forward a
higher—that is, a more significant, alarger—efficiency dividend and a recruitment freeze.

Senator HUM PHRIES—I am not rearguing the election campaign, but | am—

Senator Wong—No, Senator, do not get on the high horse with me around these sorts of
commitments when your party—and you, as a senator from this territory, perhaps might have
said something—went to an election campaign with a far more severe set of policies in
relation to the people who éect you.

Senator HUM PHRIES—Perhaps the difference between your party and my party—
Senator Wong—Is we got our costings right.

Senator HUM PHRIES—is that we have been honest about what we were going to do and
you have not.

Senator Wong—No. Perhaps it was also that we got our costings right.

Senator HUMPHRIES—You said that there would be no job cuts. Now you are taking
great painsto avoid repeating—
Senator Wong—I have repeated it.

Senator HUMPHRIES—a claim that you made and your party made enthusiastically in
the weeks leading up to the election. | am simply asking you to repeat and affirm your
election commitment that you would not make job cuts a part of efficiency dividend savings.
Can you make that commitment or can't you?

Senator Wong—I am just trying to find the election media release. | have referenced
efficiency gain. | can confirm that the media release put out jointly by Mr Swan, Mr Tanner
and Mr Bowen said, ‘Efficiency gains will be realised without resorting to job cuts. That
remains the government’s strategy.” What | have also said to you is, as you know, the
arrangement under which agencies operate is that the decision about how to implement an
efficiency dividend is devolved to them.

Senator HUMPHRIES—Does ‘that remains the government’s strategy’ mean that the
government stands by that?

Senator Wong—Senator, we can do thisall night long.
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Senator HUM PHRIES—We could.

Senator Wong—I am not going to change the way | answer the question. | will refer you
to my previous answer.

Senator HUM PHRIES—Thank you very much, Minister. Thanks, Mr Chairman.

CHAIR—Thank you, Senator Humphries. Any further questions in outcome 1?
Particularly, has anyone got any questions on 1.2, Public sector superannuation? No. 1.3? Last
formal call. Outcome 1. Nothing left? Okay. Outcome 2?

[8.51 pm]
CHAIR—We are now on Outcome 2—AMPS, FMG and AGIMO.

Senator ABETZ—What amount was budgeted for the government’s campaign to promote
the resource super profits tax?

Mr Helgeby—Questions about individual campaigns are really best directed to the
individual department. The question of the budget for that campaign is a question for
Treasury.

Senator ABETZ—You are not able to tell us how much was allocated, to the best of your
knowl edge?

Mr Helgeby—The budget papers contained a figure for tax reform as a whole, but you are
talking about a specific element, which we do not have the detail on that.

Senator ABETZ—What other tax reform was going to be promoted?
Mr Helgeby—It is a question best directed to Treasury.

Senator ABETZ—But don't you coordinate the advertising? How many advertising
campaigns dealing with tax reform were you asked to undertake?

Mr Tune—The whole tax reform campaign was stopped, then cancelled, and the money
taken out of the budget.

Senator ABETZ—What amount was budgeted for the government’s campaign to promote
that particular resource super profitstax and, if it was just for tax reform, can you tell us what
other tax reform advertising campai gns were you working on?

Mr Tune—So $38.5 million was allocated for advertising around tax reform in the budget.
Senator ABETZ—Yes.

Mr Tune—We will have to find out how much was actually spent before it was
stopped.Mr Helgeby—The full-year report of campaign advertisng by Australian
government departments and agencies provides a figure of $7.2 million as the spend on tax
reform.

Senator ABETZ—Thank you. That pre-empts question number 2.
Mr Tune—That document was tabled in parliament—

Senator ABETZ—Yes, but the $38.5 million was for tax reform.
Mr Tune—That is my understanding and recollection of it, yes.
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Senator ABETZ—And tax reform, to your understanding, was the resource super profits
tax, or were there other—

Mr Tune—No. There were obviously other elements in the government’s announcement
around tax reform.

Senator ABETZ—So what other elements of tax reform, apart from the resource super
profits tax, had you been asked to get advertising on?

Mr Tune—There were some generic ads around the elements of tax reform that | recall
seeing in newspapers, but most of the advertising was around the resource tax, yes.

Senator ABETZ—So the money that remains unspent went back into the budget—
Mr Tune—Caorrect.

Senator ABETZ—or back to consolidated revenue. So the status of the advertising
campaign is abolished, isit?

Mr Tune—Correct, yes, and the pull-back of the money that you mentioned was in the
PEFO, pre-election fiscal outlook.

Senator ABETZ—Minister, are you aware of its likelihood of reactivation by way of
government decision?

Senator Wong—No, | am not.

Senator ABETZ—AII right, if you could take that on notice for me, that would be helpful.
How much has Shannon’s Way been paid for its work on the RSPT advertising campaign?
They were the successful bidder for thisjob?

Mr Helgeby—I refer back to the full-year report. Page 37 gives a figure of $1.389 million
for payments to Shannon's Way.

Senator ABETZ—Are we also told that there is a $2.4 million contract with Shannon's
Way, which runs from May 2010 to May 20117

Mr Grant—I am not sure if you are referring to something that was on AusTender. The
advice that we have—and it is published in the full-year report—is that the contract value is
$2.182 million.

Senator ABETZ—What has been the val ue of the work completed?

Mr Grant—As Mr Helgeby said, the amount paid to the end of the financial year was
$1.389 miillion. | do not have any later figures.

Senator ABETZ—%$1.389 million, out of the $2.182 million?
Mr Grant—That is correct.

Senator ABETZ—Excedllent. Thank you for sorting out that confusion for me. So there is
no work outstanding in relation to Shannon’s Way because the campaign has been cancelled.
Isthat right?

Mr Grant—Not that we are aware of.

Senator ABETZ—Has Shannon’s Way been paid any compensation or extra moneys for
the campai gn being pulled?
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Senator KROGER—Defaullt fees.
Senator ABETZ—Default. Thanks, Senator Kroger.

Mr Helgeby—That is a question you would have to direct to Treasury. We would not be
aware of that.

Senator ABETZ—I will ask Treasury. Thank you. You tell me that the Shannon’s Way
contract was a $2.182 million contract for the provision of creative agency services that was
awarded by a select procurement method. That is correct?

Mr Grant—I assume so, yes. | am not sure that my report says how it was selected, but it
was—

Senator ABETZ—Could you please take that on natice just to confirm that, please.
Mr Grant—I will take that on notice.

Senator ABETZ—Then, if you are not sure of that, undoubtedly you will need to take on
notice whether the mandatory procurement procedures in relation to select tendering
processes were followed.

Mr Grant—I will take that on notice as well.

Senator ABETZ—Thank you very much. Was Shannon's Way on the existing
Communications Multi-Use List, the CMUL?

Mr Grant—Yes.

Senator ABETZ—How many other agencies on the CMUL were approached for this
campaign?

Mr Grant—Again, the full-year report provides that information, and there were five
consultants invited to tender.

Senator ABETZ—When did Shannon's Way first get on to the Communications Multi-
UseList?

Mr Grant—I would have to take that on notice.

Senator ABETZ—If you could. Did Shannon’s Way win this advertising contract based on
best price?

Mr Grant—You should ask the Treasury that question. They undertook the selection
process.

Senator ABETZ—Therefore, experience et cetera would be for Treasury as well. Who
finally recommended or decided that Shannon’s Way should be given the contract? That
should also go to Treasury. Isthat correct?

Mr Grant—Yes.

Senator ABETZ—Thank you for that assistance. What due diligence does the department
do on the ownership and finances of advertising agencies before admitting them to the
Communications Multi-Use List or giving them contracts?

Mr Grant—To be on the Communications Multi-Use List businesses have to sign off on
their financial viability; they have to sign off on holding appropriate insurances, so it is
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actually adirector or an office-holder’s signature that is required for that. In terms of the areas
of their expertise, they need to provide references for those areas of expertise, and people in
my division go and check those references. The other thing with the multiuse list is that the
membership of the list is reviewed annually. So our objective is to keep up to date with both
the viability and capability of the business.

Senator ABETZ—Rather than make the assertion, could | ask you to take on notice and
check for me whether the ABN 44 827 767 097, given for Shannon's Way Pty Ltd on the
CMUL and for the contracts the federal government has awarded this agency, is—it has been
suggested to me—actually the ABN of the William Shannon Family Trust, which trades
simply as Shannon’s Way? If you could do that; | do not want to make that assertion.

Mr Tune—Isthisin distinction to Shannon's Way Pty Ltd?

Senator ABETZ—Exactly. Then, if that is the case, | want to know what due diligence the
department does to check these things out because it could be asserted that Shannon’'s Way
misleadingly indicates the government is dealing with a corporation rather than a family trust.

Senator Wong—I think your question goes to the tender process and the picking of
whether or not the right corporate entity was contracted with et cetera? | am not trying to be
difficult. If that isthe case, that part of this discussion isreally something Treasury would deal
with. This department is not going to be party to the decision to award a particular advertising
contract.

Senator ABETZ—Mr Tune, who is responsible for maintaining the Communications
Multi-Use List CMUL?

Mr Tune—We are.

Senator ABETZ—Given that the department is responsible for the list, | assume it is also
responsible for the integrity of the list.

Mr Tune—That is correct.

Senator Wong—We will deal with it. We will deal with whichever aspect falls within this
portfolio. Otherwise, there are issues you would have to raise with Treasury.

Senator ABETZ—It is quite clear that | am asking about the CMUL, the listing and the
integrity of the factual information on that listing, which is published; and that is all within
the province of this department and | think we have answered that. Is that right, Mr Tune?
That isthe responsibility of your staff?

Mr Tune—Yes, we will check that for you. To the extent that it applies to the CMUL, that
isfine.

Senator Wong—That was my point. That was the only point | was making.

Senator ABETZ—Thelist is kept by the department. Let’s get that clear. Yes?

Senator Wong—Yes, we have acknowledged that.

Senator ABETZ—Thank you. So when money is being paid to various—I will not say
companies—entities on the CMUL, the various departments would rely on that list as being
correct as to when they make their payments to the various entities?
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Mr Grant—I would think that is afair assumption.

Senator ABETZ—I assume Shannon's Way has never disclosed to the government its
desired method of payment or anything like that?

Mr Grant—I am sorry, | do not quite understand the question. As you would be aware,
government pays on receipt of hills.
Senator ABETZ—Yes.

Mr Grant—They verify that the account is correct and then they pay the money, so | am
not sure—

Senator ABETZ—Do you do that or isthat the various departments?
Mr Grant—That is each department entering into the contract.

Senator ABETZ—So in réation to this particular one, | should be asking Treasury as to
who actually got paid. Isthat correct?

Mr Grant—That isright.

Senator ABETZ—Thank you for that. Is the department aware of whether or not the
William Shannon Family Trust has any beneficiaries which are corporate beneficiaries? Have
you undertaken any of that sort of detailed research?

Mr Grant—I will have to take that on notice.

Senator ABETZ—AII right, thank you. | assume, in fairness to the department, that if an
entity comes to you, providing you with a company name and an ABN, you accept that at face
value?

Mr Grant—I would expect that we would check the ABN and match it with the company,
but again | will take that on natice.

Senator ABETZ—If you could check as to whether you did that; because if you did it and
itisthe ABN for Shannon’'s Way Pty Ltd, then clearly the information | have been provided is
incorrect. If the ABN matches the Shannon Family Trust, that will be revealed by that check.
Is the department aware that there is actually another company called Shannon’s Way Pty Ltd,
which appears to have an ABN, of which Bill Shannonisthe sole director and shareholder?

Mr Grant—Once again, | will take that on notice.

Senator ABETZ—Thank you very much. Similarly then if you can take on notice whether
or not the company Shannon’s Way Pty Ltd is a corporate beneficiary of the William Shannon
Family Trust, and if these things are found to be correct—and it is an ‘if’ and a supposition
only—uwill the department correct its website in relation to its CMUL listing of Shannon’s
Way?

Mr Grant—We will take that on notice.

Senator ABETZ—Thank you very much.

Senator CORM ANN—Can you confirm as to whether the spending associated with the
National Broadband Network totalling $18.3 hillion over the forward estimatesis included in

FINANCE AND PUBLIC ADMINISTRATION



Tuesday, 19 October 2010 Senate F&PA 183

the government’s commitment to have real spending growth capped at two per cent until the
surplus has reached one per cent of GDP?

Mr Tune—The two things are quite separate. The $18.3 billion is an equity injection into
NBN and therefore does not hit the budget bottom line, the underlying cash balance, so they
are two quite different things.

Senator CORMANN—We had a discussion at the last estimates about what the decision-
making process is as to when it is an equity injection and when it is spending. If it were
included, what per cent of real spending growth would the government be spending over the
forward estimates?

Mr Tune—It is a hypothetical question. It does not occur. The only impact it can have is if
the equity that isinjected into NBN is borrowed and there is a public debt interest i mpact.

Senator CORMANN—So equity injections are excluded. Are there any other forms of
government spending which are not included in the government’s real spending growth cut?

Mr Tune—Government guarantees which may come to pass, may not.
Senator CORM ANN—Yes.

Mr Tune—They go into the contingent liabilities and the statement of risks in the budget.
They do not hit the bottom line either, unless they are realised, in which case they do.

Senator CORM ANN—In fact, probably anything in the contingent liabilities would do?
Mr Tune—Yes, that is correct. If it comesto pass, it will have an impact.

Senator CORMANN—Minister, on a number of occasions your colleague Minister
Conroy has stated that the government’s contribution to the National Broadband Network isin
fact not $43 billion but more like $26 billion. | quote from Senator Conroy on 29 September
this year: ‘ According to the Implementation Study, NBN Co will generate sufficient earnings
by the end of year 7 so that the investment required by Government will peak at $26 billion,
of which $18.3 hillion will be required over the next four years.” Yet in a television
advertisement recently released, the voiceover states, ‘ The Australian government is investing
up to $43 billion in the National Broadband Network over four years’ Minister, is the
government investing $43 billion or $26 billion into the National Broadband Network?

Mr Tune—When the government announced the Broadband Network a bit more than a
year-and-a-half ago, the estimate was that up to $43 hillion would be the cost of constructing
it. A lot of things have happened since then. One is that there have been discussions with
Telstra around access to Telstra's copper wires. There has been a heads of agreement which
now needs to be finalised. It is not yet signed in blood, but that would reduce that $43 billion
because you are utilising Telstra's existing ducts to take the fibre through; that is one
possibility. That reduces the construction cost. That is on the spending side.

On the financing side, the implementation study said that the government should provide
funding to NBN in the initial years in the form of equity, and over time it should take on
private debt. So NBN Co. would raise debt in the private market in the same way as other
corporates do and that would assist it in the build costs and the operating costs. Then, once the
network was fully built, you would think about getting some private equity into it. So up to
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the $43 hillion is the sort of construction side of the equation and then you have the financing
side, which is made up of $18 hillion in equity injections over the forward estimates and $26
billion over a 10-year period, and the rest—whatever the gap is—coming from private debt.

Senator CORMANN—Is that a very long way of saying that 18 months ago you thought
it might be $43 billion and now you know that the government investment is going to peak at
$26 hillion, which is what Senator Conroy said?

Mr Tune—Yes.

Senator CORM ANN—Then why can there be this assertion in government advertising—
and | quote from the voiceover:

The Australian government is investing up to $43 hillion in the National Broadband Network over four
years.

In fact, the government is not investing up to $43 billion in an NBN network, isit?
Mr Tune—In terms of what it may cost to do that network—
Senator CORM ANN—That is not what it says. It says:

The Australian government is investing up to $43 hillion ...

Your lengthy explanation very clearly says that it is not investing up to $43 billion. It may
cost up to $43 billion, but the government investment peaks at $26 billion. Isn't that a breach
of the government’s guidelines on information and advertising complaints by the Australian
government—which | think you are responsible for, aren’t you?

Mr Tune—Yes. | do not know if it is a breach or not. | would have to take that on notice
and have alook at it. | do not have the adsin front of me.

Senator CORM ANN—If you could review the advertisement—
Mr Tune—Will do.

Senator CORMANN—I am sure you would be aware of the guidelines, including the
reference:
Where information is presented as a fact, it should be accurate and verifiable—
and various other relevant parts of the guidelines.

Mr Tune—I will have a look at the consideration that the ICC—the Independent
Communications Committee—gave to that particular campaign and take it on notice.

Senator CORMANN—Okay. The minister for finance made a number of comments
relating to the budget treatment of the NBN in the press conference announcing the rel ease of
the implementation report. That was Minister Wong's predecessor; | just clarify that. In
particular, | draw your attention to the then finance minister’s claim that the implementation
study:

... confirms that the government contribution is an investment and not a grant—
and we have just had that discussion—
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because it will be earning a return, and the government will get its money back, it is to be accounted for
as an investment, and is therefore on the capital side of the Budget, and it's not recurrent spending ... it
cannot be converted into spending without hitting the recurring spend bottom line.

The budget papers provide that the government is treating NBN Co. as a public non-financial
corporation under the government finance statistics. That isright, isn't it?
Mr Tune—That is correct.

Senator CORM ANN—Can you remind us what criteria a government busi ness enterprise
must satisfy to be categorised in this way.

Mr Tune—I think | still have the experts on the financial management side here. Yes, they
are coming back.

Senator CORM ANN—That is actually related to outcome 1, isit?
Mr Tune—No, it isa mix. NBN cuts across a number of areas in the department, so you
are in the right space. This particular issue is a definitional issue around financial

management. | might get Ms Hall to start the explanation and then perhaps the financial
people might be able to supplement it.

Senator Wong—Senator, could you possibly, for the officers, repeat the question. Thank
you.

Senator CORMANN—Yes. Essentially, | am interested in what criteria a government
business enterprise must satisfy to be categorised in this way.

Senator Wong—As a GBE?
Senator CORMANN—AsaGBE.

Ms Hall—The ABS is responsible for classification of entities as PNFCs. There are three
criteria: (1) the entity needs to have a legally separate identity to the Commonwealth; (2) it
has to be operating in a market; and (3) it has to be charging economically significant prices.

Senator CORM ANN—The government’s position is that, because its investments in NBN
Co. arereasonably expected to return—and we have had this discussion in the past, but | want
to go into the updates on it—at least the government bond rate over the long term, this
funding is treated as off budget. That isthe reason for it?

Mr Tune—That is correct.

Senator CORMANN—Can you give us any indication on the time horizon that the
government considers or that the department considers when making this decision?
Presumably you make a recommendation to government as to how it should be treated.

Mr Tune—I do not know if Ms Hall mentioned this, but it is for the ABS to determine the
status. They will determine that and put it into the government after taking advice—

Senator CORM ANN—Taking advice?

Mr Tune—Taking advice on the structure and all the things that we have been talking
about.

Senator CORM ANN—BULt you provide only input.
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Mr Tune—They would ask us for our view and we would provide some information to
them, but ultimately it is for the ABS to decide this case or the government financial
statistics—

Senator CORMANN—I remember now, yes. So the ABS makes a decision, but you

provide them all of the advice as to what your expectations are as to whether or not there is
going to be areturn and they—

Mr Tune—And they take account of that. So, when they are looking at it at the moment,
they would be looking at the implementation study and what is being said in the
impl ementation study.

Senator CORM ANN—BuUt they would be taking our word for it, essentially—or do they
make their own inquiries?
Mr Tune—They can do whatever they like.

Senator CORMANN—If something emerged to give reasonable doubt that a project
would make such a return as to get it under this categorisation, what would happen? Who
would initiate it? Isit the ABS that would take the initiative?

Mr Tune—If the ABS cameto that view, yes, that would change things.

Senator CORM ANN—Is that something that you could proactively initiate if you cameto
that view?

Mr Tune—I guess we could provide information to them, but ultimately it is their decision,
as| said.

Senator CORMANN—BuUt what would happen to the budget treatment of that
investment? If all of a sudden it becomes clear that there is not going to be a return, as you
expected, and it ends up losing money, what happens to the budget treatment of all money
expended up until that time?

Mr Tune—If you get to a hypothetical situation like that, yes, you would need to change
the budget treatment. But at the moment it is based on the implementation study that suggests
that it meets the criteria.

Senator CORMANN—How often do you review your determination that a project is
going to make a return and therefore should be kept off budget? Have you got a regular
interval where you make these sorts of evaluations?

Mr Tune—I do not think we do that formally, but obvioudy we monitor the profitability
and returns on all the GBESs that report to government. We have talked about a number today:
Medibank Private, Australia Post et cetera. That is a constant monitoring job that we
undertake in the department on behalf of the shareholder ministers.

Senator CORM ANN—Sure. | have some questions that—

CHAIR—Just before you proceed to that, we are due to have a short break now. Can you
indicate if you are likely to finish on outcome 2 in the next—

Senator CORM ANN—I have probably got another 10 minutes.
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CHAIR—I think we will finish outcome 2 and then have a break. Then we can go to the
Electoral Commission. Sorry—outcome 3. Let’s finish outcome 2 and then have a short break.

Senator CORMANN—I refer to the incoming government brief, page 1.14, relating to
GBE governance, where you say:

Thereis a strong case to update and strengthen the arrangements which set out the relationship between
the Government and its Government Business Enterprises—

such as NBN Co., Medibank Private and Australia Post. It also refers to the review of the
GBE guiddines by Finance, which notes:

The key areas identified for updating reflect a need for greater transparency and accountability in the
governance of the GBEs and to incorporate changes in the best practice models from overseas and in
the private sector which have evolved since the current Guidelines were rel eased.

Could you outline for us the areas in which the current arrangements are seen as deficient?

Mr Edge—The guidelines have been in placein their current form for quite some time—in
fact, since 1997. There has been some work done by the department in terms of how the
guidelines have operated over an extended period. Broadly, the department’s view is that the
guidelines have operated effectively but, with any longstanding framework, there is a
requirement for reviews from time to time.

In terms of our current work, we are looking at all aspects of the framework to make sure
that it reflects contemporary best practice. | do not think we would have a view that any area
of the guidelines has been deficient, but we are looking at them in a contemporary context and
ascertaining where they might be reviewed or where they might be changed.

Senator CORMANN—In the contemporary context then moving forward, which areas
have been identified as in need of improvement?

Mr Edge—In terms of the review work that is under way, | would say from the
department’s perspective that is still a work in progress. We are not at the point where we
would be forming views about any areas of the guidelines that are deficient or require
improvements. We are basically looking at a process of review and consultation within
government as to what areas might warrant a change.

Senator CORMANN—Sorry, a work in progress? | cannot really accept that, because
what is said in your incoming government brief is ‘the key areas identified for updating’. To
me, that does not sound like work in progress; that sounds like areas that have been identified
for updating. The specific question is: what are the key areas that have been identified for
updating?

Mr Tune—As| think was explained, this act has been in place since 1997.

Senator CORM ANN—I am not being critical.

Mr Tune—No. We have come to the view that, with both the FMA Act and the CAC Act, it
is probably now an appropriate time to have a look and see if they meet modern criteria. One
of the issues around that is governance—the structures of the boards, the membership of the
boards, the relationship between the boards and the CEOs. We need to go back and have a
look at that, and we do not have a preconceived idea about what the right answer is. We just
think there has been movement in the private sector in these areas over time and we need to
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be cognisant of that and look at what we have got in terms of corporate governance and
whether we need to modernise and so on.

Senator CORMANN—So what you have identified is not so much the improvements; you
have just identified the areas you want to ook at.

Mr Tune—Yes, the sorts of things we can see have been happening in the private sector,
and they give you a clue as to whether there is a need to look at it in the context of a public
sector GBE.

Senator CORM ANN—So it could well bethat it isall good the way it is?
Mr Tune—It could be. | would have my doubts, mind you.
Senator CORM ANN—Sorry?

Mr Tune—I would have my doubts. If the act has been in place for 13 years, | doubt it is
totally moderni sed.

Senator CORMANN—The fact that you have identified key areas for updating suggests
to me that you have some specific concerns about some specific areas.

Mr Tune—It is around those areas of governance that | was talking about.
Senator CORM ANN—Any of these areas of governance?
Mr Tune—Yes.

Senator CORMANN—Are there any specific examples which have led you to this
conclusion that there is a need for updating?

Mr Tune—No, not necessarily. It isjust this view that we have that, with a 13-year-old act,
it is now appropriate to go back and reassess. It isjust good practice, basically.

Senator CORM ANN—Sure, but there is a passage there about things that need to be done
to bring those guidelines into line with the highest international standards, and there is a
passage in this section which has been blacked out. Can you explain why that passage was
blacked out?

Mr Tune—No, | cannot.
Senator CORM ANN—Can you take on notice as to why it was blacked out?
Mr Tune—It is blacked out. | cannot divulgewhat isinit.

Senator CORMANN—I am asking you for the information. There is an order which the
chair very generoudly raised earlier when we started this hearing. So if you do not want to
provide the information, because the committee no doubt has asked for it, can you provide us
with a statement of what public interest immunity you are claiming and why it is not in the
public interest—

Mr Tune—I will take it on notice.
Senator CORM ANN—Thank you, that is great.

Senator Wong—Are you going to want him to do this with everything? | mean, serioudly,
Senator!
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Senator CORM ANN—No, only with things that | think it isimportant for us to know and
heis not prepared to answer.

Senator Wong—Thisisadisclosure far greater than occurred previoudly.
Senator CORM ANN—Sure.

Senator Wong—I think the evidence was previousy—it certainly is within the public
statement—that the department made a judgement about what was FOI-able and what was not
and acted accordingly.

Senator CORMANN—Senator Wong, | know that you have gone through your incoming
government brief, as you shared with us earlier, and you have seen the whole area, including
the area which has not been blacked out. From your point of view, what are the areas that are
deficient and the key areas which you think need to be improved to bring us back to
international best practice?

Senator Wong—I think that Finance has sensibly advised on a range of fronts the
importance of the principle of continuous improvement in governance and financial
frameworks, and | think it is sound advice and we will consider that advice.

Senator CORMANN—As the finance minister, now the shareholder, Minister, what is
your level of engagement and interaction with NBNCo and its subsidiary, the Tasmanian
NBNCo?

Senator Wong—What do you mean?

Senator CORM ANN—Do you have regular sharehol der meetings?
Senator Wong—In the period that | have been minister?

Senator CORM ANN—Yes.

Senator Wong—I have met with NBNCo, yes.

Senator CORM ANN—Isthat going to be aregular arrangement?

Senator Wong—It is my intention to ensure that | engage as appropriate. Obviously
Senator Conroy has, in many ways, the lead role in relation to this policy area. But, as you
correctly identify, as a sharehol der/minister, | have an interest or the portfolio has an interest.

Senator CORMANN—Just quickly before passing on to Senator Bernardi, have any
additional personnel been attached to the I ndependent Communications Committee secretariat
since May 2010?

Mr Tune—To the committeeitself or the secretariat?

Senator CORM ANN—To the committee secretariat.

Mr Tune—The secretariat?

Senator CORM ANN—Thereis a committee secretariat, isn’t there?
Mr Tune—Within the department of finance, yes.

Senator CORM ANN—WHhichisin your department, isn't it?
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Mr Tune—Correct, yes. Sorry, | am just trying to make a distinction between the
committee and the secretariat.

Senator CORM ANN—The committee secretariat.
Mr Tune—You are on about the latter.

Senator CORM ANN—I am on about the latter, yes.
Mr Grant—I am sorry. Can you repeat the question.

Senator CORMANN—Just quickly, ‘yes’ or ‘no’'—and take it on notice if it is too
complicated, because we do not have much time—have any additional personnel been
attached to the Independent Communi cations Committee secretariat since May 20107?

Mr Grant—We have normal turnover of staff.

Senator CORM ANN—So you have not added additional staff?

Mr Grant—No additional staff, no.

Senator CORM ANN—Thank you. How many meetings have you had since May 20107
Mr Grant—Of the Independent Communi cations Committee?

Senator CORM ANN—Yes.

Mr Grant—I will take that on notice.

Senator CORMANN—Thank you. Has the government had to use the ‘compelling
reasons clause for any campaigns since the mining tax campaign?

Senator Wong—Competitive reasons?

Senator CORM ANN—Compelling reasons.

Senator Wong—Compelling? Sorry, | just did not hear the word.

Senator CORM ANN—Sorry, it is my non-English-speaking background.
Mr Tune—The answer is no.

Senator CORMANN—That is good. Are there any plans for the new Gillard government
to change, restructure or abolish the ICC?

Mr Grant—I am sorry?

Senator CORMANN—Are there any plans for the government to change, restructure or
abalish the ICC? Is there anything under way to make any changes to the structure of the
ICC?

Mr Grant—That is not a question | can answer.

Senator CORM ANN—You could answer it if you were aware of any plans. If you are not
aware, then—

Mr Tune—I am not aware of any plans, as the secretary of the department.

Senator CORMANN—So there is no proposition that the ‘compelling reasons’ clause is
turned back to the ‘ exceptional reasons’ clause, as was the case before?

Mr Tune—Not at this stage, no.
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Senator CORM ANN—Thank you.
CHAIR—Will this complete outcome 2?
Senator BERNARDI—Should do.
CHAIR—Carry on.

Senator BERNARDI—Mr Tune, are you aware of the government savings election
commitment to remove funding quarantined under the Gershon reforms for information and
communi cations technology or ICT spending across government?

Mr Tune—I am.

Senator BERNARDI—The government has claimed savings of $447.5 million over four
years. However, at the last estimates you confirmed there was only $271 million left in this
ICT fund. Isthat correct?

Mr Tune—I cannot recall the numbers.

Senator BERNARDI—Trust me on this, from what my informationis.
Mr Tune—Okay.

Senator Wong—Senator Bernardi, that isa big call.

Senator BERNARDI—Minister, come on!

Senator Wong—You can trust me!

Senator BERNARDI—There is also a press release from former Minister Tanner stating
that this fund only has some $271 millioniniit.

Mr Tune—The difference in the numbers is that what was being provided in the $271
million was only up to 2012-13. The $447.5 million now includes the extra year, so that was
money that would have been spent and now therefore gets saved. We added one more year.

Senator BERNARDI—So that accounts for the $176 million discrepancy init?

Mr Tune—Caorrect, yes.

Senator BERNARDI—See how easy it is when you trust? You take it on trust, Minister.
Senator Wong—Cory, Cory!

Senator BERNARDI—Penny, Penny!

CHAIR—I trust we have finished outcome 2.

Senator Wong—Yes, we trust we have. Can | clarify: we have outcome 3 and AEC, or are
you still considering—

CHAIR—NOo, we are about to have a short break. Are there any questions for outcome 37 |
thought there would be but | thought | had better ask. Let’'s have a break for 10 minutes and
we will come back with outcome 3.

Proceedings suspended from 9.30 pm to 9.40 pm
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CHAIR—OQutcome 3. Senator Cormann.

Senator CORM ANN—Thank you, Mr Chair. The first question, | am advised, is a bit of a
standard question and | am advised that you will have papers with you at the table in relation
to the ministerial staff establishment, including officers and classifications, and the number of
people with personal classifications and so on. Is that accurate advice? | am new in this
particular part of the portfolio.

M s M ason—Certainly that is correct, and we will arrange for the standard documents to be
provided to the committee secretary.

Senator CORM ANN—You are tabling them now?

M s Mason—Yes, indeed.

Senator CORM ANN—Thank you.

CHAIR—Isit the wish of the committee that it be tabled? Yes, it is.

Senator CORM ANN—How many consultants are employed in ministerial offices and the
offices of parliamentary secretaries?

Senator Wong—Consultants?
Senator CORM ANN—Consultants, yes. Part Il of the MOP(S) Act, isit?
M s Hughes—There are no consultants employed under the MOP(S) Act currently.

Senator CORMANN—I note the recent article by Simon Benson, ‘Labor’'s staffers
leaving in droves’, 7 October 2010, where he talks about the high rate of departure of
ministerial staff. He describes the exodus as unprecedented. Can you tell us how many
government ministerial staff separations there have been since 23 June 2010?

Ms Mason—I do not think we can give it to you since that date. We may be able to give
you some other figures.

Senator CORM ANN—Why can’t you give it to us since that date?

M s M ason—Because we do not have it with us. We would need to take that on notice if
you wish usto doit.

Senator CORMANN—BLUt there was effectively a change of government at that point in
time, wasn't there?

Mr Tune—No.

Senator CORM ANN—The day after. There was. We went from the Rudd government to
the Gillard government the next day.

Mr Tune—What was the date you mentioned?

Senator CORMANN—23 June. What data can you give us? You said you have some
other data you can give us.

M s M ason—The data that we produce in relation to staffing numbersis normally compiled
as at the first of each month.
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Senator CORM ANN—So you can tell me between 1 June 2010 and 1 October 2010 how
many separations there have been?

M s Mason—We would be able to do that on notice.

Senator CORM ANN—You can't do that now?

M s Mason—No.

Senator CORMANN—What can you tdl me now in rdation to ministerial staff
separations?

Ms Hughes—What | can tell you isthat, of the 352 ongoing ministerial personal staff who

were employed on the day of the swearing in of the ministry—so that is staff of the outgoing
mini stry—263 remai n empl oyed as ongoing ministerial staff as at 14 October.

Senator CORM ANN—Ninety-nine staff have left out of the 352?
M s Hughes—I have not done the maths.

Senator CORM ANN—Yes, | think that is right. Is that consistent with what you would
normally experience with a change of government or isit higher?

M s Hughes—No, it was a return of government.
Senator CORM ANN—Sorry, yes.

M s Hughes—For a comparison, we could look at the figures after the 2004 election. Of the
383 ongoing ministerial staff who were employed on the day of the swearing in of the
ministry on 22 October 2004, 287 remained employed as ongoing ministerial staff on 22
November. That was a return of government, so that is why that comparison is used.

Senator CORMANN—Can you provide the number of vacancies in personal staff
positionsin ministerial offices as of today’s date?

Senator Wong—We could take that on natice.

Senator CORMANN—What is the most recent information that you can share with us
today in terms of staff vacancies?

M s M ason—Perhaps | could make a general comment. After an election there is usually a
turnover in ministerial staff because of the operation of the MOP(S) Act, which automatically
terminates staff, and then there is a process of some of the staff being re-engaged. Others
choose to accept employment elsewhere or change the direction of their career and thereis a
process of people finding suitable positions. That process, following the last election, is not
yet complete.

Senator CORMANN—BuUt you will be able to provide us on notice with how many
vacancies there are today?

M s Mason—Of positions not yet filled?
Senator CORM ANN—Positions not yet filled.

Ms Mason—May | just check before | undertake to take that on notice? As | said earlier,
normally the work that we do on staffing allocations is done as at the first of each month, so if
you would like to choose a date—1 October?
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Senator CORM ANN—TFor 1 October.
M s Mason—1 October we could do, yes.

Senator CORM ANN—Thank you. In terms of the question you have taken on notice, if
you can tell us the number of government ministerial staff separations since 23 June 2010 and
from whose offices they have come, that would be great. It has been drawn to my attention
that Senators Faulkner and Ray took quite a bit of interest in the levels and structure of
opposition staffing in the lead-up to the last eection, not long before they became the new
government. | refer specifically to some comments by Senator Faulkner that the opposition
staffing level has historically been very bottom-heavy. | am quoting here. This is 25 May
2006:

One of the difficulties here is ensuring into the longer term that the opposition staffing establishment—
whatever it might be—more accurately reflects the structure in government. That has been a weakness;
| am sure you understand—

Has the government made any change to address Senator Faulkner’s concerns expressed in
opposition?

M s Hughes—The opportunity was taken by the government to align the allocation that has
been made to the opposition since the election with 21 per cent of the classification levels
assigned to the government. Your expression was that it was bottom-heavy. It has—

Senator CORMANN—So the structure of opposition-level adviser positions in terms of
seniority and hierarchy or whatever is reflective of the structure in government?

M s Hughes—Yes. Now the opposition staffing is at 21 per cent of the overall numbers and
21 per cent of the classification levels.

Senator CORM ANN—One of the discussions also was that it should be at 25 per cent
rather than 21 per cent. Has that been discussed in government?

M s M ason—Not that we are aware of, would be the best answer, | think.

Senator CORMANN—Minister, | am quite concerned about a recent article by Royce
Millar in the Age on 5 October 2010 indicating that there was a dirt unit being run by the
Victorian Labor government.

Senator Wong—A what?

Senator CORMANN—A dirt unit. | am just quoting here. ‘The dirt unit’ is how it is
referred to by senior Labor figures. It is believed to be headed by one of Mr Brumby’'s
strategy advisers, Chris Reilly. The article indicates—and this is where the relevance to you
comes in—that some of its research work—that is, the research work of the Victorian Labor
Party dirt unit:

... isfarmed out to offices of Federal Labor MPs.

Mr Tune, would such work be within entitlement?
Senator Wong—What work are you suggesting?
Senator CORM ANN—Research work on behalf of the Victorian Labor Party dirt unit.
Senator Wong—Dirt unit?
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Senator CORM ANN—They are not my words.
Senator Wong—But you are asking a question, so—

Senator CORMANN—I quote from the article by Royce Millar on 5 October which raises
a serious alegation in terms of potential abuse of members' and senators' entitlements. The
article starts with:

An informal committee, referred to as *‘the dirt unit” by senior Labor figures, is believed to be headed
by one of Mr Brumby's taxpayer-funded strategy advisers, Chris Reilly.

Meeting weekly in the Premier's private office over the past year ...

And some of its research work is farmed out to offices of federal Labor MPs.
Are you aware of this?

Senator Wong—Isthat to me or Mr Tune?

Senator CORM ANN—It isto either.

Senator Wong—No, | have no knowledge of this.

Mr Tune—No, neither do I.

Senator CORMANN—When something like this is brought to your attention, do you
investigate these sorts of allegations?

Senator Wong—Have | investigated this?

Senator CORM ANN—No, | am not asking ‘you'. When allegations like this are made, do
you investigate them?

M s Mason—Perhaps | could comment again in general terms.
Senator CORM ANN—Yes, please.

Ms Mason—If allegations of misuse of entittement are made, there is an established
protocol for handling those.

Senator CORM ANN—-BLUt this has been raised in an article, obvioudly, so this has not
come to your attention before?

M s M ason—No.

Senator CORMANN—I encourage you to check out the article by Mr Royce Millar on 5
October in the Age which is headed ‘Labor unit digs up dirt’. In a general sense, though,
would it be appropriate for members of parliament to conduct research work on behalf of a
state government dirt unit?

Senator Wong—As you know, all members of parliament are expected to utilise their
entitlements appropriately. What is appropriate is set out in a range of policy documents and,
in relation to staff, there is also the relevant legidation. There is the MOP(S) Act. Obviously
al of those matters constrain or appropriately direct the way in which our members—your
staff, my staff, anybody’s staff—should be utilised. | do not know if Ms Mason or Mr Tune
want to add to that.
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Mr Tune—I have severe doubts as to whether we could investigate such a thing, because
we do not have control over the duty statements of the staff.

Senator CORM ANN—So if federal members and senators were to participate in research
work on behalf of a Labor Party dirt unit in Victoria, that would essentially just go on
unchecked?

Mr Tune—As | said, | do not know how | could check it, unless | go and question every
staff member on all sides of politics and say, ‘What are you doing? and | do not think | need
to do that or should do that.

Senator Wong—If anybody on either side of palitics has information that suggests there
has been a misuse of entitlements, there are protocols for dealing with that.

Senator CORMANN—Minister, | do not have any information beyond what is on the
public record in the Age on 5 October and there is an assertion here that some of the research
work done by the Victorian Labor Party dirt unit—

Senator Wong—And | have said | have no knowledge of that.

Senator CORMANN—is farmed out to offices of federal Labor MPs. Now that you have
knowledge of it, will you cause the department to conduct an investigation into this matter?

Senator Wong—Mr Tune has answered that question, but | again say that if you have
information, other than simply assertions based on reading an article, that goes to alleged
misuse of entitlements, there is a protocol that both your party and my party have sought to
observe about the way in which those are dealt with.

Senator CORM ANN—I take that asa‘no’, presumably.

CHAIR—I think the minister has answered your question. It is not for you to then interpret
whether it isa‘no’ or not. The minister has indicated that she has no knowledge of the matters
that you raise and has also indicated the appropriate way in which any such allegations should
be raised and the officers have indicated they do not have any knowledge of it either. Can we
move on?

Senator CORM ANN—We can. That concludes my questions for outcome 3.
CHAIR—Thank you. Still on outcome 3, Senator Abetz.

Senator ABETZ—Thank you, Chair. Thank you for tabling the document in relation to
staff alocations, along with those staff allocations for the Independents. | note, and just
correct for the public record, that executive assistants have now been added to some of the
previoudly existing Independents who serve in the Senate. |s that correct?

Ms Hughes—The Independents in the House of Representatives have received an
additional position. The independent senators already had two positions.

Senator ABETZ—They already had two positions extra?

M s Hughes—In addition to €l ectorate staff ?

Senator ABETZ—Yes.

MsHughes—That is correct. But the House of Representatives had one.
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Senator ABETZ—I just thought it would be assistant adviser.

Ms Hughes—Senators have two. Independent members had one and that has now been
increased to two for all independent members.

Senator ABETZ—That is fine. Thereis no criticism of that, by the way. That is al good.
What other entitlements are being provided? Extra staff. Will that entitle them to extra office
space, extra phone lines, extra laptops, things of that nature?

M s Mason—There has been no consideration of additional equipment along those lines at
this stage.

Senator ABETZ—This is a very quick one, but it may have more serious consequences
Australia-wide. | know it is atrivial matter but it is somewhat concerning. A fluorescent bulb
in my office blew the other day.

Senator Wong—Oh, no! You could just give them acall, you know.
Senator ABETZ—Senator Wong, that is exactly what happened.
Senator Wong—Oh.

CHAIR—He must have had a bright idea.

Senator ABETZ—My office rang Parliamentary Services and said, ‘L ook, we need some
light globes,’ to which they were told: ‘No. We will send an eectrician to replace the bulb,’
which ultimately occurred. My staff said, ‘Well, we change bulbs at our home, you know,
without calling an electrician.’ | am just wondering if this is standard practice because, with
great respect, | would imagine it incurs a substantial cost to the Australian taxpayer.

CHAIR—Are you talking about your eectorate office?
Senator ABETZ—Yes, my dectorate office.
CHAIR—It was not Parliament House?

Senator ABETZ—No.

Ms Mason—It is standard practice. There are occupational health and safety
considerations that come into play with things like changing light globes. It usually involves
standing on a ladder or some other device to get to the ceiling.

Senator ABETZ—And do you know what, Ms Mason? We do it every day of the week in
our homes.

Senator Wong—That is not a workplace.

Ms Mason—The other occupational health and safety factor that comes into play is that
dealing with eectricity does at times have hazards if, for instance, a light fitting were to be
faulty and a person may be potentially exposed to an electrical shock.

Senator RYAN—If it was a New South Wales electorate office they would get in a great
deal of trouble because they would be presumed guilty.

Senator ABETZ—Are you saying this is authorised and decreed practice: that we need a
qualified electrician to undertake to change a light globe in an electorate office?
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Ms Mason—I am saying that there are occupational health and safety considerations that
do restrict staff from undertaking tasks such as changing light globes.

Senator ABETZ—I find that astounding.

CHAIR—Could | just follow up. Wouldn't it also be the case that in a lot of electorate
offices—I know in my own—it is not just taking the light bulb in and out, but it may actually
be fluorescent tubing that is inside a specific light fitting that is part of the building, which
may also be leased premises? | do not know about Senator Abetz's situation, but there would
be arange of different circumstances, would there not?

Ms Mason—You are correct. Sometimes it does involve removing a portion of a light
fitting in order to be able to undertake the task.

Senator ABETZ—And we doit in our homes every day of the week.
CHAIR—They are not all Commonwealth owned properties either.
MsMason—Mastly, in fact, not.

CHAIR—Yes. Indeed, many of those issues may be matters for the landlord.
M s Mason—The building owner.

Senator ABETZ—AII right. Take this on notice then: how many of the lease agreements
for electorate offices deny the tenant the right to change light globes?

Senator Wong—No, that is not the right question.

Senator ABETZ—Please!

CHAIR—That is not the point.

Senator Wong—That is not the right question.

Senator ABETZ—No, the landowner. Come on—

Senator Wong—No, that is not the right question.

Senator ABETZ—that is what you were suggesting.

CHAIR—NOo, it isnhot—

Senator Wong—No, that is not what | said. The decision is not prohibition—

Senator ABETZ—I know you are embarrassed now, where you have led yoursdf, but
this—

CHAIR—No. The point is, in many cases it is the responsibility of the landlord, the owner
of the building—

Senator Wong—That isthe point.

CHAIR—as it isin my case, for them to fix it. That is the point. It is not a matter of you
doing it yourself. They have an obligation, as| understand it—

Senator ABETZ—No, not if the light globe blows.
CHAIR—if it is part of the building fixtures, to actually repair it.
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Senator ABETZ—In what lease agreement is it the landlord's responsibility to provide
light globes, really?

Senator Wong—That is not what the chair is saying.
Senator ABETZ—It isridiculous.

Senator Wong—That is twice you have misconstrued what the topic was. The issue was
not whether there is a prohibition in the lease or a responsibility per se, like explicitly, that
you have to provide light globes. The point that was being made, as | understood it, by the
chair is that there may be some arrangements where what you actually have to remove would
potentially be a responsibility of the landlord.

CHAIR—That isright.
Senator Wong—That iswhat | understood the assertion to be.

CHAIR—Yes, because you have got to actually take the ceiling dats down. In the case of
my building, | know because | have had it. They do it. The landlord, the owner of the
building, actually doesit.

Senator ABETZ—Wait aminute. Thelight is usually—
CHAIR—Because it is the same right through the building.

Senator ABETZ—Thelight is usually under the ceiling slat so you can see.
CHAIR—NOo.

Senator ABETZ—So if you have to get to the light above the ceiling slats—
CHAIR—NQo, they are clear.

Senator ABETZ—then | am not sure what the light does for you.
CHAIR—They are clear dats, like those things up there.

Senator BOSWEL L—Can we stop debating this?

Senator Wong—This is fascinating, Senator.

Senator ABETZ—Thisisjust ridiculous.

CHAIR—I think your light bulb—

Senator ABETZ—Anyway, it is aterrible waste of taxpayers' money.
CHAIR—I think it isaterrible waste of our time. Can we get on with it?
Senator BERNARDI—Senator Cormann had some more questions, | think.
CHAIR—Senator Cormann, yes.

Senator CORMANN—Yes. | have just a few quick questions in relation to the Caucus
Committee Support and Training Unit. Answers given at previous estimates indicate that the
size of the Caucus Committee Support and Training Unit has been increased. Has that fifth
position been made permanent?

Senator Wong—I do not appear to have any information on that in front of me. Obviously
it isMr Gray who handles that.
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Mr Tune—I think we have got somebody here.

Senator Wong—Somebody has come to the table.

Senator CORM ANN—It falls within his outcome, | think, doesn’t it?
Senator Wong—Yes, it does. We may just need to take it on notice, that is all.
Mr Plowman—As of 30 September CCSTU had four staff.

Senator CORM ANN—BLUt in answers to previous estimates there was an indication that
that had been increased. So that was a temporary arrangement, was it?

Mr Plowman—I am not sure about that, but my knowledge is that there are four people,
and | think we gave an answer—

Senator CORM ANN—Right now there are four people?
Mr Plowman—On 30 September this year, yes, there were four staff.

Senator CORM ANN—Can you then review your previous answer to a previous estimates
guestion, where there was an indication that the size had been increased, and advise us for
how long that person operated in that position? Was any new or additional equipment
provided to the Caucus Committee Support and Training Unit between May 2010 and the
eection?

Mr Plowman—I would have to take that on notice. | am not sure about that.

Senator CORMANN—These are pretty obvious questions under this outcome, | would
have thought.

Mr Plowman—I am sorry, but | do not have the answer to that question.
Senator Wong—We can take it on natice.

Senator CORM ANN—Did any members of the CCSTU work at Labor Party campaign
headquarters or do any work on behalf of the Labor election campaign?

Senator Wong—Where did your staff work?

Senator CORMANN—My staff worked on my behalf across the great state of Western
Australia.

Senator Wong—Do you really want to do this?

Senator CORM ANN—Do what?

Senator Wong—You should have a discussion with some of your colleagues.
Senator CORM ANN—Indeed.

Senator Wong—Who staffed Liberal Party campaign headquarters?
CHAIR—Order! Senators, can we proceed with this outcome.

Senator Wong—Cory, you have a discussion with him.

Senator CORM ANN—So | guess you cannot answer that either.

Mr Plowman—No.

Senator CORM ANN—Thank you very much for that.
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CHAIR—Senator Bernardi.

Senator BERNARDI—Thank you. | have a couple of questions on outcome 3, but with
your indulgence, Mr Chair, | would just like to clarify a previous answer you gave in an
earlier outcome, about the ICT.

Mr Tune—Yes.

Senator BERNARDI—Is that okay? | was just intrigued as to the savings—and you said
that there were some additional funds scheduled, | think for 2013-14.

Mr Tune—I did, yes.
Senator BERNARDI—Is that right?
Mr Tune—Yes.

Senator BERNARDI—In the last estimates, when Senator Ryan asked about the
savings—sorry, it was about the reinvestment fund.

Mr Tune—Yes.

Senator BERNARDI—You said it was $271 million. Senator Ryan asked you, ‘Was that
going forward? You confirmed that it was, and then Mr Sheridan said that there was $39.7
million in 2010-11, in 2011-12 there was $117.9 million, and in 2012-13 there was $113.5
million, and that totals $271 million.

Mr Tune—Yes.

Senator BERNARDI—Senator Ryan then said. ‘There is nothing in 2013-147 Mr
Sheridan said, ‘No'.
Mr Tune—Yes. | have got it in front of me.

Senator BERNARDI—You have? | am just intrigued that in my reading of it there seems
to be a discrepancy, because you have said that there were forward estimates today in 2013-14
and yet Mr Sheridan said there was not.

Mr Tune—Yes. | can confirm that the $270.9 million—or the $271 million, as Mr
Sheridan said—related to the period 2012-13 inclusive, and my information hereisthat, when
you add in 2013-14 of $176.5 million, you get to the $447.5 million that we were talking
about. So | do not have an explanation for what happened back in May, but | think | am on the
right money here. Can | check that out and get back to you?

Senator Wong—We will take it on notice, yes.
Senator BERNARDI—If you can check it, because it just seems that—

Mr Tune—Yes, it may have been just a misunderstanding and | will get an explanation for
you.

Senator BERNARDI—I am sure. Thank you. If we could just move on to outcome 3 here
again. | will just find my paper. It is in regard to social media access by employees of the
department of finance. Are finance department employees able to access online social media,
such as Facebook, MySpace, Twitter, and online discussions such as forums and blogs?
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Mr Sheridan—Staff in Finance can access Twitter, they can access Facebook, they can
access Linkedln and they can comment on blogs and posts and similar articles.

Senator BERNARDI—What is the reason for having access to Twitter, for example, for
department empl oyees?

Mr Sheridan—Some department employees, including me, make comments about their
work on Twitter, provide advice to readers of Twitter about departmental issues or issuesto do
with our work, and the department also allows incidental use of IT, which the use of Twitter
or Facebook would come under.

Senator BERNARDI—For Twitter users, do they require authorisation or permission to
establish a Twitter account in their own name but purporting to be a representative of the
department of finance?

Mr Sheridan—There are rules in our social media policy that dictate—and they are also
reflected in the Public Service Commission’s rules about social media use—when people can
use social media and in what capacity. So someone could useit in their personal capacity, in a
professional capacity or in an official capacity. If they were using it in an official capacity,
they would expect to have been authorised to do so.

Senator BERNARDI—If there is a Twitter account and someone states that they are an

empl oyee of the department, would they be expected to have the standard disclaimer, ‘ Views
of X, Y, Z are not necessarily those of the department’ ?

Mr Sheridan—I would expect that they would probably do that, if that was an issue for
them. My account is like that.

Senator BERNARDI—An issue would be if departmental resources were being used in a
poalitical manner, would you agree? Would that constitute an issue?

Mr Sheridan—I imagineit could, yes.

Senator BERNARDI—Can | read you some tweets. These tweets are from a Twitter
account from a senior manager within the Department of Finance and Deregulation. They
come from what is called an ‘unlocked’ Twitter account where the biography of the account
holder clearly states that they are in a senior position with the Department of Finance and
Deregulation. They do not identify the opinions expressed on the account as being their own.
Here is a tweet: ‘Department of Finance and Deregulation staff now have access to Twitter
and Facebook.” That isat 12 o' clock on 24 March.

On 24 March at 1.30, there is a Twitter from BlackBerry from work: ‘Who' d have thunk it
could happen? Next: ‘I'm wrapping up TF meeting now.” That is on 4 September at 1.29 via
the web. Another one: ‘ Just realised meeting to 1330 not 1300, on 4 September. And another
one: ‘If you want to see some passionate debate in the TF, talk copyright and licensing’, on 4
September 2009. It is clear that this employee is using Twitter from work, on work time and
using work resources, departmental resources. Do you think it is appropriate?

Mr Sheridan—Our policies allow us to use departmental resources for incidental use of
IT. Without knowing any more of the details, | assume that isincidental use.
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Senator BERNARDI—It suggests very strongly in these tweets that this employee was
twittering or tweeting details about a meeting that was taking place on a Friday, implying that
it could be awork related meeting.

Mr Tune—It is not clear what it is, to me. | think it said a TF meeting, didn't it?

Senator BERNARDI—Yes, TF. ‘Wrapping up TF meeting now,” 1.29, 4 September
2009—I presume at 1.29 at work.

Mr Tune—It could be anything.

Senator BERNARDI—Would it be inappropriate for a departmental employee to twitter
or tweet, whatever it is called, about meetings that are taking place in the workplace?

Mr Tune—Not necessarily.

Senator BERNARDI—You think that is okay?

Mr Tune—It depends on what it is.

Senator BERNARDI—Do you have a Twitter account?
Mr Tune—I think | do actually, but | have never used it.
Senator BERNARDI—Does it have a disclaimer on it—
Mr Tune—I do not know. | have never beeninit.

Senator BERNARDI—saying that your views are your own rather than departmental
ones?

Mr Tune—I| am ashamed to admit that | do not know how to useit.
Senator BERNARDI—Thereis no shame in that, Mr Tune.
CHAIR—Join the club!

Mr Tune—As Mr Sheridan has explained, we have a policy in the department where we
allow access to Twitter and Facebook and those sorts of things because we think thereis value
in social media. The government has a policy around Government 2.0. We looked very closely
at access of Finance employees to that and we worked very closely with the Public Service
Commission on developing the guidelines that Mr Sheridan referred to. We then
superimposed onto those our own guidelines. We are monitoring the situation. Sure, you are
putting a certain amount of trust in your employees when you allow this sort of thing, and the
guidelines there are meant to be the behaviours that people should follow. As a secretary |
cannot guarantee that in 100 per cent of casesthat is being done appropriately. We monitor the
situation. We try and ensure that we get people to behave appropriately. We give them
incentives to do so by providing certain freedoms, and there is an element of trust that goes
on. | have not come across a serious breach. In fact, | have not come across a breach at all—
and, as| said, we do monitor the situation.

Senator BERNARDI—How do you monitor the situation?
Mr Tune—Mr Sheridan’'s area hasalook at what is going on and we get reports.
Senator BERNARDI—Do you follow all the employees?
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Mr Tune—No, we do not. We do not do it that way. It is on an exceptions basis, so we are
looking for a situation—

Senator BERNARDI—Someone has to lodge a complaint before you assess it?

Mr Tune—Yes. If you want me to investigate that particular one, | am more than happy to
do so.

Senator BERNARDI—It does concern me. Something like this can lead to questions
about impartiality or the apolitical nature of the Public Service where, during an election
campaign—

Mr Tune—They are expressly banned from commenting on political issues. That isin the
guidelines. | cannot see any politics in any of the ones you mention there, quite frankly. A TF
meeting? | do not know what it is, but it does not look like it is political to me.

Senator BERNARDI—I do not know what it is either. | am not familiar with Twitter
shorthand.

Mr Tune—In what you are asking there is a connotation that it is political. | do not see
how it is.
Senator BERNARDI—I think thisis a legitimate question. You do not seem to think there

is a problem when, during the course of a work day, a public servant is tweeting about their
meetings that are going on.

Mr Tune—It may be that this person is tweeting about a work meeting that someone needs
to know about. It is not necessarily inappropriate at all.

Senator BERNARDI—BUt it is not a closed network. These are open networks.

Mr Tune—It still does not make it necessarily inappropriate. You are jumping through
about five different hoops to come to a conclusion.

CHAIR—Order! Senator and Secretary, | appreciate this is an interesting discussion. The
only difficulty is that we are using up valuable time in what has now become a discussion
about some quotations from some tweet that has not been identified.

Senator BERNARDI—Some twit.

CHAIR—I am not sure whether—no, | will leave that. The point | am getting at is that the
questioning is based upon a document that has no real identification and | am not sureif it can
be taken any further, as you have indicated in your earlier answer.

Mr Tune—I suspect that is true.

CHAIR—I think we should move on. There has been some history of false documents
being used in committees in the past, so let’s deal with some more concrete evidence than has
just been demonstrated. Who is next?

Senator CORM ANN—Can | just quickly go back to an earlier issue?
CHAIR—It isyour time, but we are going to finish at 11 pm.
Senator Wong—Yes. | am not staying beyond 11.
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Senator CORM ANN—Thank you, Mr Chairman. In the context of my questions about the
Caucus Committee Support and Training Unit, the minister made some comments there, but
an article in the Sydney Morning Herald on 25 February 2008 by Mark Davis has been drawn
to my attention—and | invite you to check it out—where questions were raised at that time
about the Caucus Committee Support and Training Unit. Senators Faulkner and Ray have
been very critical of the government members secretariat under the previous government, and
here | am just quoting how, according to Senator Ray and Senator Faulkner, this Caucus
Committee Support and Training Unit will be very different:

“Firstly, there will be three prohibitions: no media monitoring; no research on the Opposition; no direct
campaigning in elections and the like,” Ray said.

“Secondly, the unit will be accountable. Senate estimates will be able to ask about the resourcing - not
only salary costs but also equipment - and about the behaviour.”

Is that till the way things are being managed for us to be able to ask questions about these
things and for the work in this unit to be accountable against the benchmarks that were set by
the government themselves when this unit was supposed to be under the responsibility of
Senator Faulkner as the then Special Minister of State? What are the arrangements now to
manage things such that these criteria that have been set by the government are actually
enforced and complied with?

Mr Tune—I am not aware of any change at all.

Senator CORMANN—It is appropriate then for me to ask questions, because it was
said—

Mr Tune—I am not suggesting there was any impropriety at all.

Senator CORMANN—You essentially told me you would not know what people did and
whether they complied with—

Mr Tune—You are making, once again, ajump | think, because you were talking about—I
have forgotten what the term was—dirt something or other.

Senator CORM ANN—NO, that is a different issue.

Mr Tune—You are now saying that they are necessarily CCST unit people.

Senator CORMANN—NOo, the dirt unit is totally separate. | am talking about the
CCSTU—nothing to do with the dirt unit. Allegedly the dirt unit work had been farmed out to
various Victorian federal members and senators. | am talking now about the work that is being
performed by the CCSTU. Commitments were made that they would not be involved in
‘research on the opposition’, with ‘no media monitoring’ and ‘no direct campaigning in
elections and the like'. How is that being monitored and how is compliance with those criteria
being enforced?

Mr Tune—I will need to take that on natice, but | can check that for you.

Senator CORMANN—ANd, as you are checking that, could you check what work has
been conducted by people in that unit in that relevant period?

Mr Tune—Sure.
Senator CORM ANN—Thank you.

FINANCE AND PUBLIC ADMINISTRATION



F& PA 206 Senate Tuesday, 19 October 2010

CHAIR—No further questions on outcome 3? Thank you. | thank the officers for their
attendance. We will now move to the final section of our program, the Australian Electoral
Commission, and ask those officers to come forward

[10.20 pm]
Australian Electoral Commission

CHAIR—Thank you, officers. Is there any opening statement before we proceed to
guestions?

Mr Killesteyn—If | may, | would like to take a little bit of time—and | will make it very
short.

CHAIR—Yes, thank you.

Mr Killeseyn—I wanted to take a small amount of time to formally record the efforts of
the staff of the Australian Electoral Commission in delivering the 2010 election. The election
was delivered through the hard work and tireless commitment of around 900 AEC staff
located in our national office, in our state offices and of course in the divisional office
network, and of course many thousands of casual staff.

The 2010 eection presented our staff with some extraordinary challenges. Some of these |
would like to mention very briefly. Firstly, this was the second-shortest election period in the
history of the AEC. It was a five-week eection rather than a six-week eection, which had
been the case in the previous two el ections in 2007 and 2004.

Secondly, within the context of that second-shortest election period, workload volumes
were faced which eclipsed all previous records. In excess of half a million enrolment
transactions were processed in that time. Nearly one million postal vote applications were
processed. Nearly one million more votes were counted on election night than in 2007,
reflecting the initiatives taken in the former parliament to allow home division prepoll votes
to be cast as ordinary ballots. Overall, all workload categories increased by 20 to 25 per cent
in comparison with 2007.

Thirdly, having to implement the decision of the High Court midstream, so to speak, to
ensure that the intention of the High Court of providing the franchise to thousands of voters,
was given effect in the best possible manner under the circumstances and limited time
available.

These challenges were on top of those normally experienced by AEC staff of putting in
place nearly 70,000 capable polling officials, more than 7,500 polling places and the
extraordinary logistics to allow 13 million people to cast their ballot. Quite simply, it is only
because of the efforts of the staff of the AEC, both individually and collectively, that this was
able to be achieved. Thank you, Chair.

CHAIR—Thank you, Mr Killesteyn. Senator Boswell, will you lead off?

Senator BOSWELL—I am interested in the number of political groups that stood at the
last election, and | refer to the Liberal Democratic Party. | was under the impression that we
passed legidlation which said one of the criteria was that a reasonable person would think that
it:
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.. suggests that a connection or relationship exists between a party and a registered party if that
connection or relationship does not in fact exist.

That was to stop people piggy-backing on names. After we passed that |egidlation, which was
pretty clear, how did people register a name like the Liberal Democratic Party, which clearly
to me breaches the guidelines of what we set out in the legidation.

Mr Pirani—I| am responsible for the area that does the registration of political parties. The
relevant provisions you are referring to are section 129(1)(d) and (da). Paragraph (d) was the
subject of afull bench of the Administrative Appeals Tribunal in the Woollard case, which had
aparticular view as to: there was no ownership in relation to particular names and it had to be
suggesting a connection in relation to the casting of a vote.

When the parliament enacted section 129(1)(da), they extended the exclusion of names but
they did not go so far as to specifically exclude the registration of names that were similar.
The relevant provision in section 129(1)(da) reads:

... areasonable person would think—
that the name—

suggests that a connection or relationship exists between the party and a registered party if that
connection or relationship does not in fact exist.

We publish our decisions. The decision was made by the delegate, and that was published.
Various applications for review were made to the full Electoral Commission, who considered
the application for review. There were objections made to that name, and that was rejected by
the full commission, and those reasons for decision were also published. There is a review
right, and my understanding as of today is that no-one exercised the review right in relation to
that.

Senator BOSWEL L—Mr Pirani, the reason this legislation was put forward was a case in
point in Richmond, where a party registered as the Liberal for Forrest. They then produced a
how-to-vote card with the Liberal logo, Liberal blurb, and directed their preferences to the
Labor Party. This legislation was put in there to stop that happening again. If we have not
addressed the legislation properly, do we have to go back and go over it again? It is very clear
to me that the Liberal Democratic Party is piggy-backing on the name of the Liberal Party. If
we do not have sufficient safeguards in the election to prevent that happening, then maybe we
will have to go back and amend the legislation.

This has also occurred with the Shooters Party. The Shooters Party was then extended to
the Shooters and Fishers Party. There is a party also registered there as the Fishing and
Lifestyle Party. The Shooters Party was the Shooters Party. It tagged onto its name the Fishers
Party.

Mr Pirani—There was the Fishing Party, which was the first party registered.
Senator BOSWEL L—That isright.

Mr Pirani—Then there was the Fishing and Lifestyle Party, which was the second party
registered. That matter did go the Administrative Appeals Tribunal and it was dismissed. Now
there is no party registered called the Fishing and Shooting Party.

Senator BOSWEL L—There is the Shooters and Fishers Party.
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Mr Pirani—No. That is a joint name on a combined ticket in the Senate. It is not a
federally registered party. It is a joint name, and you are able to do that in the combined
nomination of the Fishing Party and the Shooters Party in New South Wales.

Senator BOSWEL L—The first Fishing Party does not exist. That was abandoned.
Mr Pirani—It has been deregistered, yes.

Senator BOSWEL L—And it is deregistered. So how can a deregistered party link up with
another party called the Shooters Party, which is registered?

Mr Pirani—At the relevant time, they were both registered in relation to when those cases
were done. | will take it on notice and have a look at what happened with the grouping that
appeared on the Senate ballot paper in relation to those two.

Senator BOSWELL—That may be correct with the Shooters and Fishing Party, but
nevertheless the Liberal Democratic Party was rejected and then it was asked to be called the
Liberty and Democracy Party. Then it appealed against that in 2011 and in 2008 it was
Liberals and Democrats. Sorry, in 2007 the party applied to regain the name of Liberal
Democratic Party. To me, that is a clear breach of what we tried to do in that legislation. It is
clearly a breach of the intent of the legislation.

Mr Pirani—We published—we topped and tailed—the legal advice that the AEC relied
upon. It is actually on the internet. We did that so that all political parties would be aware as
to what the criteria were that we were applying in relation to similar names and how they
were going to be registered.

Senator BOSWEL L—Both the Liberals and the Democrats appeal ed against it.

Mr Pirani—They lodged objections, yes.

Senator BOSWEL L—They lodged objections and those objections were overruled.
Mr Pirani—That isright.

Senator BOSWEL L—Technically you may well be correct, and | do not doubt that you
are, but it is clear to me this is clearly a breach of the intention of the legidation that the
parliament agreed to that we would not allow parties to piggyback on either the Labor name
or the Liberal name or the Nationals name. That was the intention of the parliament.
Somehow that has got overridden. There may be a legal way that it has been gotten around,
but it is clearly not the intention of what we wanted and asked for in the parliament. | am not
a lawyer. This place has a lot of lawyers in it. Could you tell me, in non-lawyer language,
where we went wrong; what we did; what was—

CHAIR—Order! | appreciate that you are very concerned about the issue, but | am not so
sure that you can now start to ask the officer for his opinion about whether the parliament got
it right or wrong. | think earlier you were asking him for his advice as to what you or the
parliament should do about this. Really, it is not for you to ask or for the officer to answer that
question.

Senator BOSWEL L—With respect to you, Mr Chairman, can | ask for an explanation for
why it happened?
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Mr Pirani—The legal advice that is on the internet actually sets it all out. It sets it out
from the explanatory memorandum. Yes, the rules of statutory interpretation are that you |ook
at the language of the act and what parliament intended. The legal advice that we had goes
through the explanatory memorandum; it goes through the amendments that occurred; it goes
through the liberals for forests case, which was the Woollard case that | referred to earlier, and
it is al there on that legal advice. It is on the internet, on the party registration part of our
website, and it sets it out. If you get someone to have a look at that, that will tell you what
sorts of amendments might have to be considered.

CHAIR—That is my point: that if you wish to take this further, it is really up to you, |
think, to seek that advice elsewhere.

Senator BOSWELL—What is the difference between the liberals for forests and the
Liberal Democrats?

Mr Pirani—In the liberals for forests the full bench of the AAT—that was three Federal
Court judges—said the AEC got it wrong to refuse the registration.

CHAIR—Sorry, could you repeat that?

Mr Pirani—The full bench of the Administrative Appeals Tribunal comprised three federal
court judges. The AEC decision was to not register liberals for forests and the full bench of
the AAT said we got it wrong and overturned our decision.

CHAIR—It used theword ‘liberals’, didn't it?
Mr Pirani—Yes.

CHAIR—Have you finished your questions?
Senator BOSWELL—Yes.
CHAIR—Senator Ryan.

Senator RYAN—Thanks. | am not sure who could answer this question, but the Liberal
Democratic Party was on the ballot paper as ‘Liberal Democrats, at least in Victoria. Do you
know whether it was listed differently, in another way? In previous elections it was listed as
‘Liberal Democratic Party’ or ‘Liberty and Democracy Party’. On this occasion it was
‘Liberal Democrats'.

Mr Pirani—When a party registers, one of the things they ask as part of the registration is
the abbreviation or other thing with which they shall be known, and that can appear on the
ballot paper. | would have to take it on notice and go and have a look.

Senator RYAN—OKkay. | assume you can take my word that when | filled out my ballot
paper it had ‘ Liberal Democrats’, at least for the constituency | voted in, which | will come to
again later. You have some oversight over whether or not that is a legitimate contraction too,
because | understand it is registered as the Liberal Democratic Party.

Mr Pirani—Yes.

Senator RYAN—S0 you have some oversight over the contraction of the name for the
ballot paper, don’t you?
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Mr Pirani—They actually nominate it. When you have a look under section 126 of the
Electoral Act, when they apply for registration part of the application includes the
abbreviation under which they will seek to be known.

Senator RYAN—Can you take on notice whether or not they applied for ‘Liberal
Democrats as a contraction when they applied for registration?

Mr Pirani—Yes. | will take that on notice.

Senator RYAN—When they applied to change their name, sorry, from ‘Liberty and
Democracy’ back to—

Mr Pirani—Senator, | will take it on notice, but it is on our website, on the full register.
The name, the contraction name and the abbreviation appears on the register which is on our
internet website.

Senator RYAN—OKkay. | think the point Senator Boswell made is that even |—and maybe
even people like you, who look at the website and have an interest in these things that might
be out of the normal—was not aware they had changed from ‘ Liberty and Democracy Party’
to ‘Liberal Democrats .

Mr Pirani—I can assure you that Mr Lochnane was aware.
Senator RYAN—That iswhat the federal director isfor.
Mr Pirani—Okay. | will take that on notice.

Senator RYAN—If | sought to register ‘Green Democrats’ would that be something that
would fit within your guidelines, if | had 500 fresh people and the name, presumably, does not
imply something that ‘ Liberal Democrats' does, or ‘ Green Democratic Party’ ?

Mr Pirani—The case of Woollard made it very clear there is no party ownership in a
particular name. The way the act is drafted, in section 129 ‘Independent Party’ is not able to
be used. It is the only thing the parliament has said cannot be used. Any other combination,
‘Democratic Labor Party’ et cetera—

Senator RYAN—Yes, | thought so. It takes me back to my days of student palitics when
that was also the only name banned.

Mr Pirani—That is right. The legal advice that has been published by the AEC on our
website indicates what the factors are, what the tests are and what we need to ook at.

Senator RYAN—I do not have time to look at that now, but for the purposes of this
discussion, the criteria that saw ‘Liberal Democratic Party’ registered could see ‘Green
Democratic Party’ registered?

Mr Pirani—Potentially.
Senator RYAN—AnNd could see ‘ Green Labor Party’ registered?
Mr Pirani—Potentially.

Senator RYAN—BUt prima facie there is no reason why it could not if ‘Liberal
Democratic Party’ has been registered?

Mr Pirani—Indeed.
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CHAIR—Could | just clarify one thing. The terminology that appears on the ballot paper,
linked to the names of the candidates. is that taken from what is on the register for the
registration of the party?

Mr Pirani—Part of it is from the registration, but also on the nomination form you are able
to specify it.

CHAIR—So when the candidate or party—

Mr Pirani—When it is endorsed by the registered office of the political party—

CHAIR—They nominate what word—

Mr Pirani—they are able to specify how they want to appear on the ballot paper.

CHAIR—BuUt the Electora Commission has to then determine whether or not that is
appropriate wording to use.

Mr Pirani—That is correct.
Senator RYAN—You have oversight if a candidate specifies a contraction.

Mr Pirani—No, the candidate does not. It will be the registered political party, so it will be
the registered officer.

Senator RYAN—I want to turn to an issue of disclosure. On 13 August Crikey reported the
Carlton office of the Australian Services Union:

... was commandeered and many of the trade union heavies that had rounded behind Kearney in the
ACTU fight had the opportunity to assuage their guilt over her shafting.

It was referring to the ASU’ s support for Cath Bowtell’s unsuccessful campaign for the seat of
Melbourne as the Labor candidate. If that was the case, that presumably would be something
that the ASU had to specifically disclose, wouldn't it, that their office was being used for a
period of weeks? It would be in-kind support.

Mr Pirani—Primafacieit would fall within the definition, in section 287, of a gift.

Senator RYAN—Okay. | know we are not going to see these returns for a while, but | am
using this, because it is a current example, to look at some past issues. If in 18 months when
the returns were published there was not such a disclosure, does the AEC initiate an
investigation at all or isit purely an honour system?

Mr Pirani—There are two issues there. The first is what disclosure, because the disclosure
obligation of an associated entity is a global disclosure, subject to individual threshold
amounts. Section 314AE of the Electoral Act sets out what an associated entity is; and | am
assuming that the union has membership with the Labor Party—

Senator RYAN—Yes.

Mr Pirani—or pays fees to fall within that definition of an associated entity, which is the
first test. They are required to disclose on the approved form within 16 weeks after the end of
the financial year the total amount received by the entity, the total amount paid and, if the
entity is an associated entity at the end of the financial year, the total amount outstanding.

In relation to gifts to candidates, associated entities are excluded from that obligation. That
was one of the trade-offs when they were put in as associated entities in the act, so when you
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go back and have a look at the disclosure donations in section 305 and section 306, there are
certain exclusions as to who has reporting obligationsin relation to those.

Senator RYAN—In the interests of time, | will pursue this at the electoral matters
committee when we have our inevitable review into the € ection.

CHAIR—Thank you.

Senator BOSWELL—I want to just clarify one point. You were going to let me know
about the Shooters and—

Mr Pirani—And how it appeared on the Senate ballot paper. Yes, | was.
Senator BOSWEL L—And why a defunct party was allowed to join another party.

Mr Pirani—Yes. My recollection though is that it was the joining of the Australian Fishing
and Lifestyle Party and the Shooters Party.

Senator BOSWELL—NQo, it was not.

Mr Pirani—I was not aware from Mr Roberts-Smith—
Senator BOSWEL L—But the Australian—
CHAIR—Senator Boswell—

Mr Pirani—I will take it on natice.

CHAIR—Mr Pirani has taken it on notice and will come back with an explanation from
the AEC which you can then pursue, because we are not going to resolve that disagreement
tonight. Senator Cormann.

Senator CORMANN—Thank you, Chair. Are you able to tell me the number of overseas
Australian defence personnel—overseas—that cast a vote at the 2010 election?

Mr Killesteyn—Overseas defence mobile palling, as we describe it: there were 1,855
enrolled members; 1,777 votes were cast in person—that is, through the designated assistant
returning officers.

Senator CORM ANN—So you are saying that 1,855 were digible?

Mr Killeseyn—Were enrolled. We are not talking about eligible. There may have been
more digible, but they were enrolled.

Senator CORM ANN—Enrolled, okay.

Mr Killesteyn—1,777 votes were cast in person. There were 30 postal votes also taken.
Senator CORM ANN—So that is 1,807 out of 1,855?

Mr Killesteyn—That is correct.

Senator CORM ANN—How does that compare with the previous e ection in 2007?
Mr Killesteyn—I do not have that information available. | will take it on notice.

Senator CORMANN—Thank you very much for that. There were a few issues that
occurred during the election. Specifically in my home state of Western Australia, you would
be aware of problems at Broome polling stations?
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Mr Killesteyn—That is correct.
Senator CORM ANN—Can you explain the problems that occurred?

Mr Killeseyn—There was an indication that a number of polling stations ran out of ballot
papers. Essentially, this was an issue about the estimates that we made about the number of
voters, particularly interstate voters, that would attend. We had planned, given that it was a
winter election, that there would be a significant number of voters from interstate.

Senator CORM ANN—BUL it was more significant than the ‘ significant’ you antici pated?

Mr Killesteyn—Indeed it was. In fact, in one of the polling stations | think there was some
700 percent increase in the number of votes cast there. So our estimates, | guess on the basis
that we had not experienced a winter election for some time, were inadequate.

Senator CORMANN—It was not an isolated problem, was it? Polling stations in
Kununurra, Onslow and all the way over to Port Douglas experienced similar problems, didn’t
they?

Mr Killesteyn—Port Douglas had similar problems, where the number of envelopes for
the casting of declaration votes ran out. Some steps were taken to resupply declaration
envelopes but they could not get there in time and, as a conseguence, we lost a few votes
regrettably, because people were making those votes without the proper envel opes.

Senator CORM ANN—That isvery regrettable, isn't it?
Mr Killesteyn—It isindeed very regrettable.

Senator CORMANN—I mean Kununurra, Onslow, Broome, Port Douglas: they are all
very far away from Canberra, | guess.

Mr Killeseyn—The AEC takes responsibility. | take responsibility for this. This was
clearly an e ection which was significantly different from those elections of recent times. This
was awinter election. We found right across the board that the winter election created unusual
circumstances for us, including the fact that many voters were moving around Australia. A
large number of declaration votes—some 2% million declaration votes—were cast. So it just
reflects the differences in running an el ection during winter.

Senator CORM ANN—So lessons learned from—

Mr Killesteyn—Indeed it is. We will be much more conscious of those sorts of volumes
depending, upon the timing of the year that an el ection is conducted.

Senator CORMANN—Thank you very much. You would be aware of allegations that
were made by the South Australian ALP state secretary that the events in Boothby—you will
tell me what happened; but they were described as ‘the sort of thing you would see in North
Korea, not South Australia’. Could you describe things from your point of view?

Mr Killexeyn—Yes, indeed. All of the circumstances surrounding the incident in one
particular pre-polling station in Boothby, which was the Oaklands Park pre-polling centre,
have been investigated. | appointed the former electoral commissioner during the term of
1995 through to 1999, Mr Bill Gray, to conduct the investigation. His report has been made
publicly available. It is on our website. Mr Gray concludes that these were errors on the part
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of the polling officials and that there was no evidence at all tendered in relation to any of the
allegations that the AL P made on vote tampering.

Senator CORMANN—So the alegation that, ‘ You would see this sort of thing in North
Korea, not in South Australia,” isabit of an overreaction?

Mr Killesteyn—That is a matter for you to judge. My responsibility was to ensure that the
integrity of the count in Boothby was dealt with. | took steps to ensure that the circumstances
were understood. Mr Gray has made a number of recommendations which go to training,
which is my responsibility, and some other recommendations in relation to better control over
ballot boxes.

Senator CORMANN—Are you at all concerned about the training of polling day staff? |
have an example which was given to me by one of our local campaigns. At East Queanbeyan
polling both, a person went to vote. The AEC table worker asked the person his name, but did
not ask where they lived or whether they had voted that day. Is that acceptable to you, given
that those two other questions are mandatory under the act?

Mr Killeseyn—No, it is not acceptable. | think what you are reflecting is the fact that we
bring together some 65,000 to 68,000 polling officials in the space of a few weeks. We have
training programs. We are seeking to improve those training programs, particularly through
the provision of online training. This is a constant challenge, one we take seriously and one
we will continue to look at to do better.

Senator CORMANN—ALt that same booth, | am advised that during the counting of votes
a question arose as to whether a ballot paper which was correctly sequenced except for a final
blank square was a valid vote. The officer in charge of the station ruled that it was invalid,
despite the chief scrutineers for both Labor and Liberal insisting correctly that it was valid. |
gather that the officer in charge twice phoned the senior AEC official to check and both times
told the scrutineers that the advice given to him was that, if a box was blank, the vote was
invalid. That is not correct, isit?

Mr Killesteyn—I would have to understand what the particular issues of the ballot were.
We have taken much stronger steps than we had in the past about ensuring that the formality
of ballots was clearly understood. We had had some incident, as you may recall, in the 2007
election with the seat of McEwen. The incidents there were over the acceptance of various
ballots. That went to the Court of Disputed Returns. An investigation was mounted as a
consequence of that. We put out new procedures in relation to that, including instructions on
the walls of counting polling places so that everyone knew what those rules were.

Senator CORM ANN—I guess it is one thing for the casual staff. You can understand that
that is—'hit and miss’ is the wrong way of describing it—a bit more challenging. But the
officersin charge of the polling booths, you would expect them to have pretty—

Mr Killesteyn—Indeed, | would.

Mr Dacey—If | can comein on that as well? A point to bear in mind is that, once the votes
are counted in the palling place on polling night, there is a full recheck done in our office, so
we do cater for picking up some errorsthat polling officials would make.
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Senator CORMANN—Sure. | have some questions in relation to the AEC's activities at
Gedlong Hospital. | have been advised again that four patients were unable to vote at Geelong
Hospital at the last election and that these people had previously been told by the local AEC
office that they would not need a postal vote because a polling team would be visiting the
hospital on polling day, which did not happen. Are you aware of thisincident?

Mr Killesteyn—No, | am not aware of that one. | will take it on notice and have the matter
investigated.

Senator CORMANN—Could you investigate this and report back to us on the
circumstances surrounding this. Do you have any plans for amalgamating any divisional
offices over the next 12 months?

Mr Killesteyn—There are no plans to amalgamate any divisional offices in the next 12
months.

Senator CORM ANN—That resolves that, and that concludes it from my point of view.
CHAIR—Senator Bernardi, any questions?
Senator BERNARDI—No.

CHAIR—Good. | have one which you may wish to take on notice. Could you tell me how
many and what percentage of people pre-poll voted and how does that compare with previous
elections? It certainly seems to me that that number is increasing and now becoming quite
substantial and certainly has a consequential impact upon the use of resources by the AEC in
the lead-up to election day.

Mr Killesteyn—There are now two categories of pre-poll votes: those cast by the elector
intheir own division in which they would normally vote, and those that are cast outside.

CHAIR—Yes. You go on, but | am particularly interested in not declared institutions and
absentees.

Mr Killesteyn—Yes, sure.
CHAIR—The ones that are voting early in their own little districts.

Mr Killesteyn—Those cast in their own e ectorate, their home division if | can use that
description, were 996,875. Pre-poll votes cast in other than a home division were 534,426. So
the sum of thoseis 1.4, 1.5 and—

CHAIR—What sort of percentageisthat of the total votesthat are cast?

Mr Killesteyn—I do not have the percentage worked out, but | can do that for you.
CHAIR—Could you take that on notice and how does—

Mr Killeseyn—How does it compare?

CHAIR—I amtalking here, not including overseas votes. What we now have, of course, is
a situation where there is more opportunity for people to pre-poll vote, particularly in their
own eectorates. That is certainly the evidence.

Mr Killeseyn—That istrue.
CHAIR—Yes.
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Mr Killeseyn—I have just been given the percentages. In 2007, pre-poll votes as a
percentage of all votes taken was 8.22 per cent. In 2010 it was 11.29 per cent.

CHAIR—We had a by-€election last Saturday in our local council area conducted by the
New South Wales Electoral Commission. We just got the figures today. Over 4,000 peopl e out
of 24,000 total votes pre-poll voted in the two-week period. What is becoming clear isthat we
are having raised with us staffing and the resources that are available at a single electoral
office or the returning officer’s office for the el ection, in terms of the people who are utilising
that method, and that is placing greater strain—

Mr Killesteyn—The initiative that was taken by the former parliament to allow home
division pre-polls has been a significant benefit for us.

CHAIR—Yes.

Mr Killeseyn—Otherwise all of those votes would be cast in envel opes—
CHAIR—That isright.

Mr Killesteyn—which increases the handling for us.

CHAIR—I am not raising it as a criticism. It is clear that it is providing an opportunity for
people to vote who may have either not voted or voted absentee or postal voted. Thank you
very much. Thank you, Minister. Thank you, officers. Thank you, Hansard and senators for
your attendance. | declare the estimates hearing adjourned.

Committee adjourned at 10.55 pm

FINANCE AND PUBLIC ADMINISTRATION



