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STRATEGIC PARTNERSHIP INDUSTRY DEVELOPMENT AGREEMENTS (SPIDA) PROGRAM

EXECUTIVE SUMMARY

The SPIDA program forms the core of the industry development relationship between the Commonwealth Government and its key suppliers of information and communications technology (ICT).  Under SPIDA, the Commonwealth Government works with companies to maintain and expand their investment in, and engagement with, Australia’s ICT sector.

The SPIDA program replaces and streamlines a range of previous mechanisms, including the Partnerships for Development (PfD) program, aimed at encouraging strategic industry development linked to government procurement of ICT goods and services.

The relationship is a partnership that benefits all participants through the development of a dynamic and globally competitive Australian ICT industry.  As part of the partnership, the Commonwealth will continue its efforts to enhance the business and innovation environment for the ICT sector, improve ICT innovation infrastructure, develop the ICT skills base, assist the case for new investments, promote company and industry achievements, and assist in the identification of small to medium size ICT enterprise (SME) alliance opportunities.

Companies are encouraged to undertake strategic industry development activities that take advantage of commercial opportunities and Australia’s competitive strengths to support the company’s global development and operational strategies.  Activities encouraged include:

· research and development (R&D);

· exports of Australian ICT products and services;

· strategic investments in Australian operations – including in regional areas;

· venture capital and other investments;

· alliances with start-up and small to medium sized ICT enterprises;

· technology transfer; and

· development of advanced ICT skills.

The SPIDA program maintains the element of the PfD program that provides a formal channel for communication between ICT companies and Government.  This encourages dialogue between industry and Government, and helps ensure that Government is aware of the industry perspective on a range of policy issues.  Importantly, it also allows Government to work co-operatively with corporations to retain and enhance current levels of investment in, and commitment to, the Australian ICT industry.

Objectives

The Commonwealth’s vision for the ICT sector is to have global scale Australian ICT companies, supported by a thriving base of ICT SMEs, capturing a significant proportion of the global ICT market; and for Australia to be seen as a first tier choice for the location of global scale ICT operations by major ICT multinationals.  

In this context, the Government’s objectives for industry development in the ICT sector are:

· to have a vibrant, globally competitive and internationally recognised ICT industry that can take advantage of international opportunities and contribute to economic growth in Australia; and
· to have globally competitive industries that make effective use of ICT. 

To achieve these objectives the Government has implemented a range of initiatives that actively facilitate investment in the ICT sector, enhance ICT business competitiveness, improve ICT innovation infrastructure, and develop the ICT skills base.  These measures cover both ICT specific and general policy/program initiatives and include capital provision for SMEs, R&D support, skills development, taxation reform, and immigration initiatives.

Government Policy measures are baised upon understanding of the Government role insupporting pre-commercial R&D, supporting the training and skilling of Australians workforce, and removal of impediments to business activities and growth.  Specific examples include:

· the provision of $76 million over four years through the Building on IT Strengths program to support the development of ICT SME’s in incubators in each state and territory;

· funding of $129.5 million for the development of an ICT Centre of Excellence;

· increased funding for Australian Research Council grants ($736 million over five years) which includes a focus on areas where Australia has, or wishes to build, competitive commercial advantage, such as ICT;

· providing a premium tax concession rate of 175% to apply to those companies that increase their R&D effort;

· general support for Industry R&D through the 125% tax concession - in 1999/00 ICT related projects represented 29% of the total benefits claimed against the standard 125% R&D tax concession;

· introducing a cash rebate equivalent to the 125% R&D tax concession for young companies with insufficient cash flow to take advantage of the R&D tax concession;

· providing an additional $535 million over five years to extend the R&D START program, (in 2000/01 ICT projects received $82.6 million (39.7%) of R&D START funding);

· increasing the supply of ICT graduates by providing an additional 2100 university places over five years in priority areas such as IT, mathematics and science ($151 million);

· establishing an income contingent loan scheme for fee paying postgraduates to encourage re-training, lifelong learning and skills upgrading (loans estimated at $995 million over five years);

· reducing corporate and capital gains tax rates; and

· stimulating the venture capital sector through the $220m Innovation Investment Fund program;

· adjusting immigration arrangements to better attract more migrants with ICT skills to Australia and improve the processes for granting permanent residency to Australian educated overseas students with ICT qualifications.

Industry involvement is critical to success in achieving these objectives and deriving the maximum benefit from the initiatives the Government is implementing.  One means to encourage this industry involvement is to maximise the mutual benefits derived from the procurement relationship the Government has with major ICT suppliers and develop this relationship as a collaborative partnership to better engage those suppliers in the Australian ICT sector.

The specific objectives of the SPIDA program in this context are to enhance the involvement and contribution of Australian and multinational Commonwealth Government ICT suppliers to:

· encourage the attraction and retention of investment in Australia to enhance the global competitiveness of the Australian ICT industry;

· increase the innovative capacity of the Australian ICT sector, including the development of new and existing ICT SMEs;  and

· ensure that the Australian ICT workforce has the skills needed to develop, deliver and service advanced ICT solutions.

SPIDA is an integral part of the Commonwealth Government’s ICT purchasing policies, including the IT outsourcing and ICT industry development framework announced on 23 April 2001.  In addition, the SPIDA program seeks to encourage a national approach to ICT industry development, with particular attention being paid to consistency of approach to achieving industry development outcomes across various ICT purchasing environments.  

In the context of the SPIDA program, the Commonwealth Government will collaborate with State and Territory governments on identifying and developing industry development opportunities arising from government procurement.

Coverage

The SPIDA program replaces a range of previous mechanisms, including the Partnerships for Development (PfD) program, aimed at encouraging strategic industry development linked to government procurement of ICT goods and services.  The program is administered by the Department of Communications, Information Technology and the Arts (the Department).

Companies wishing to supply ICT products and services to the Commonwealth Government are required to be endorsed under the Department of Finance and Administration’s Endorsed Supplier Arrangements (ESA).  A demonstrated and long term commitment to the development of the Australian ICT industry is a pre-requisite for achieving and maintaining endorsement.  

Companies with any level of ICT sales to the Commonwealth Government may choose to meet the ESA’s industry development criteria through participation in SPIDA.  Companies that have ICT sales to the Commonwealth Government of $10 million or more per annum are required to have a SPIDA.

Companies that win a Commonwealth Government ICT contract of more than $5 million are required to report against any contract-related SME, Australian Value Added (AVA) and SMEAVA commitments as part of the contract requirements.  A company can elect to submit this information and any associated audit requirements as part of the SPIDA reporting process.

The program is implemented collaboratively, with ICT sales to State and Territory Governments taken into account in determining SPIDA performance.

Requirements

When first joining the program, companies will be invited to negotiate and sign a Memorandum of Understanding (MoU) with the Commonwealth Government outlining a strategy for the ICT industry development activities the company proposes to undertake in Australia over the next 3 years.  The MoU will need to be signed by senior Australian management and, where appropriate, overseas company executives.

As part of the MoU, the Commonwealth will continue its efforts to:

· enhance the Australian business and regulatory environment to one that is conducive to new investment and that promotes strong but fair competition;

· develop a supportive industry infrastructure, including the availability of skilled ICT professionals;

· assist companies to build their case for new investments and mandates for Australia;

· actively support appropriate activities to promote or publicise significant industry development achievements;  and

· facilitate introductions to Australian SMEs.

The range of activities included in the Plan will be negotiated between each company and the Department.  They will focus on outcomes that assist in achieving the objectives of the SPIDA program and should be:

· commercially viable;

· sustainable over the longer term;

· an integral part of the company’s global strategies for operation, product development and marketing; and

· ICT-related.

Digital content specifically developed for the Internet or other multi-media formats is considered to be “ICT related” for the purposes of SPIDA recognition.

The total value of these activities will need to be broadly in proportion with the level of ICT sales to Commonwealth, State, Territory and local governments, and related entities.  The specific amount will be negotiated between the company and the Department on a case by case basis, taking into account the nature of the company’s operations and strategies, the considerations identified above, and the need for consistency of approach across all SPIDA companies.

Companies will be encouraged to discuss the opportunities for strategic and commercial business development with State and Territory Governments before finalising their MoU or any significant review of their industry development activity.

Companies which already have a PfD Agreement, including Graduate Partners, will not need to sign a new MoU.  They will, however, need to sign a certificate of transfer to the SPIDA program, and to update their industry development forecasts, at their next review meeting, or when they win a Commonwealth Government ICT contract greater than $5 million.  Companies will have up to two years in which to adjust their existing PfD strategy to ensure that all relevant activities meet the eligibility criteria set out in the SPIDA Guidelines.

Reporting

SPIDA requires companies to commit to, achieve and report annually on industry development activities.  An annual report should be submitted within four months of the end of the company’s financial year.  Acceptance of the report by the Department will renew the company’s SPIDA for a further year.

The report will provide details on government sales and industry development activities during the previous year and forecast sales, activities and values for the next year.  In addition, it will provide an outline of significant corporate developments in Australia and overseas to put the SPIDA activities in context.  Where final figures are not available by the due date, estimates should be provided and revisions included in the following year’s report.  

Any contractual commitments to industry development activities established as part of a Commonwealth Government IT Outsourcing contract signed prior to 31 December 2000, and the associated Government sales, are outside the scope of SPIDA.  Existing reporting arrangements will continue to apply for these contracts, but relevant companies may elect to also report these outcomes in the SPIDA reporting process.

Revising Activity

Companies may revise their industry development activities, in consultation with the Department, at any time, including when submitting their annual report.  This will enable companies to ensure that their industry development activity remains consistent with global corporate priorities and to take advantage of new opportunities.

When a company wins a Commonwealth Government ICT contract greater than $5 million it is required to inform the Department as part of the contract requirements.  As part of this process, the company may need to revise its SPIDA forecasts with the Department outside the normal annual reporting process.  This will particularly be the case where a contract is of such significance that additional strategic industry development activities may be necessary to maintain reasonable industry development outcomes under the program.

Recognition & Senior Partners

Information from companies’ SPIDA activities and achievements will be used for the program’s annual report, and for activities designed to promote Australia’s ICT industry capabilities to Australian and overseas audiences and to attract new investment (eg website, publications, promotional events, etc).  Companies will be consulted before any of their SPIDA activities are used as examples for such purposes.

In recognition of their demonstrated commitment to the ICT industry in Australia, companies which have satisfactorily performed against their SPIDA for at least five years will be eligible to become Senior Partners in the SPIDA program.  Senior Partners will not need to provide as much descriptive detail about their industry development activities in annual reports, will generally be subject to audit reviews less frequently, and will not require advance agreement from the Department for the inclusion of new eligible activities in their planned activities. 

Graduate Partners of the PfD program will be automatically granted Senior Partner status under SPIDA.  Companies which have qualified to become Graduate PfD Partners, but have not yet been granted that status, will also be eligible for Senior SPIDA Partner status.

Carriers who join the SPIDA program may also be eligible for Senior Partner status if they have undertaken appropriate industry development activities over a period of 5 years or more as part of the Carrier Industry Development Plan arrangements and its predecessors.

Compliance & Auditing

Companies that do not undertake industry development activities of a quality or quantity consistant with the objectives of the SPIDA program, or which fail to report satisfactorily against their SPIDA, will lose their endorsement as a supplier of ICT products and services to the Commonwealth Government.  This is in addition to any possible loss of endorsement through failure to meet the AVA, SME, and SMEAVA commitments associated with specific contracts.

While loss of endorsement will not necessarily impact on any contracts existing at the time, it will disqualify the company from bidding for future Commonwealth Government ICT contracts.

To ensure the overall integrity of the program, the Department will engage a suitably qualified auditor on contract to undertake reviews of companies’ annual SPIDA reports on a random and/or targeted basis.  While Senior Partners may be subject to review under this process, it will be less frequent than for standard partners.  These Audits will be conducted by an independent auditor in accordance with AUS 902 review of Financial reports.

Where a company achieves ICT sales to the Commonwealth Government of over $100 million over a 2 year period, it will be required to supply verification of the SPIDA industry development activities claimed for that period.  Such verification can be demonstrated by either the company funding an independent audit review or supplying appropriate confirmation of the figures from its own financial auditors.  This verification will take place no more than once every two years (every three years for Senior Partners) and will remove any requirement for a review by the Department's Program Auditor.  Where a company elects to provide verification of Industry Development activities through funding an independent audit review, the company is to ensure that the review is conducted in accordance with AUS 902.

Further Information

For more information about the SPIDA program please contact Julie Martinsen on 02 6271 1538 or email spida@dcita.gov.au.  Alternatively, you can find all the latest information on the program at http://www.dcita.gov.au/cgi-bin/trap.pl?path=4820 .

Stakeholders in the SPIDA program are welcome to comment on the program guidelines at any time, with the Department implementing updates as appropriate after industry consultation.

1. OVERVIEW

1.1 Policy context

1.1.1 The Strategic Partnership Industry Development Agreements (SPIDA) Program has been developed as part of the Commonwealth Government’s broader policies for the development of the Information and Communications Technology (ICT) industry in Australia.  The Government’s objectives for industry development in the ICT sector are:

· to have a vibrant, globally competitive and internationally recognised ICT industry that can take advantage of international opportunities and contribute to economic growth in Australia;  and

· to have globally competitive industries that make effective use of ICT.

1.1.2 To achieve these objectives the Government has in place a range of initiatives to facilitate investment in the ICT sector, enhance ICT business competitiveness, improve ICT innovation infrastructure, and develop the ICT skills base.  These measures cover both ICT specific and general policy/program initiatives and include capital provision for SMEs, R&D support, skills development, taxation reform, and immigration initiatives.  Specific examples include:

· the provision of $76 million over four years through the Building on IT Strengths program to support the development of ICT SME’s in incubators;

· funding of $129.5 million for the development of an ICT Centre of Excellence;

· increased funding for Australian Research Council grants ($736 million over five years) which includes a focus on areas where Australia has, or wishes to build, competitive commercial advantage, such as ICT;

· providing a premium tax concession rate of 175% to apply to those companies that increase their R&D effort, in 1999/00 ICT related projects represented 29% of the total benefits claimed against the standard 125% R&D tax concession;

· introducing a cash rebate equivalent to the 125% R&D tax concession for young companies with insufficient cash flow to take advantage of the R&D tax concession;

· providing an additional $535 million over five years to extend the R&D START program, in 2000/01 ICT projects received $82.6 million (39.7%) of R&D START funding;

· increasing the supply of ICT graduates by providing an additional 2000 university places each year in priority areas such as IT, mathematics and science ($151 million over five years);

· establishing an income contingent loan scheme for fee paying postgraduates to encourage re-training, lifelong learning and skills upgrading (loans estimated at $995 million over five years);

· reducing corporate and capital gains tax rates; and

· adjusting immigration arrangements to better attract more migrants with ICT skills to Australia and improve the processes for granting permanent residency to Australian educated overseas students with ICT qualifications.

1.1.3 Industry involvement is critical to success in achieving these objectives and deriving the maximum benefit from the initiatives the Government is implementing.  One means to encourage this industry involvement is to maximise the mutual benefits derived from the procurement relationship the Government has with major ICT suppliers and develop this relationship as a collaborative partnership to better engage those suppliers in the Australian ICT sector.

1.1.4 SPIDA is an integral part of the Commonwealth Government’s ICT purchasing policies, including the IT Outsourcing  and ICT Industry Development Framework announced on 23 April 2001.  In addition, the SPIDA Program seeks to encourage a national approach to ICT industry development, with particular attention being paid to small to medium size ICT enterprise (SME) development opportunities and consistency of approach to achieving industry development outcomes across various ICT purchasing environments.

1.2 Strategic Partnership Industry Development Agreements (SPIDA) Program

1.2.1 SPIDAs are a partnership between the Commonwealth Government and individual companies to work towards the development of the Australian ICT industry.  Through these Agreements, Partner companies commit to a range of strategic industry development activities that take advantage of commercial opportunities and Australia’s competitive strengths to support the company’s global development and operational strategies.

1.2.2 The SPIDA program replaces a range of previous mechanisms, including the Partnerships for Development (PfD) program, and is aimed at encouraging a strategic approach to industry development in return for access to the Commonwealth Government ICT procurement market.

1.2.3 The objective is NOT to measure Partners against a single measure.  Rather, the Program's objectives are to increase the commitment, involvement and contribution of Commonwealth Government ICT suppliers to:

· increase the innovative capacity of the Australian ICT sector, including the development of new and existing ICT SMEs;

· encourage investment in Australia to enhance the capability and contribution of the Australian ICT industry to meeting global, advanced ICT needs;  and

· ensuring that the Australian ICT workforce has the skills needed to develop, deliver and service advanced ICT solutions.

The focus is on activities which are globally competitive and externally focussed.

1.2.4 The Program is administered by the Department of Communications, Information Technology and the Arts (the Department, DoCITA).  

1.2.5 When seeking to join the Program, companies will be invited to negotiate and sign a Memorandum of Understanding (MoU, see Appendix D) with the Commonwealth Government outlining a strategy for the ICT industry development activities the company proposes to undertake in Australia over the next 3 years (see Section 2).

1.2.6 The activities a Partner proposes must make good commercial sense and should be designed to benefit the Partner's business in the Asia Pacific and worldwide (see Section 5).  

· Activities which involve new investment in Australia and/or strategic alliances with Australian SMEs, are particularly encouraged.  

1.2.7 Partners which have satisfactorily performed against their SPIDA for at least five years will be invited to continue their participation in the Program as a "Senior Partner" (see Section 3).

1.3 Program coverage

1.3.1 Companies wishing to supply ICT products and services to the Commonwealth Government are required to be endorsed under the Department of Finance and Administration’s Endorsed Supplier Arrangements (ESA, see Appendix C).  A demonstrated and long term commitment to the development of the Australian ICT industry is a pre-requisite for achieving and maintaining endorsement.

· Ongoing satisfactory participation in the SPIDA Program will demonstrate that a company has such a commitment.

1.3.2 While any company may choose to establish a SPIDA,

· companies with ICT sales to the Commonwealth Government of $10 million or more per annum are required to have a SPIDA.

1.3.3 The SPIDA Program is open to Australian and foreign owned companies.

1.4 Commonwealth undertakings to PARTNERS

1.4.1 The Commonwealth will continue its efforts to:

· enhance the Australian business and regulatory environment to one that is conducive to new investment and that promotes strong but fair competition;

including alignment, as much as possible, of the SPIDA Program with the ICT procurement Industry Development programs of State and Territory governments;  and

· develop a supportive industry infrastructure, 

including availability of skilled ICT professionals through the Australian education system or from overseas;

and will:

· assist Partners to build their business case for attracting and retaining investments and mandates for Australia;

· formally recognise the achievements of Senior Partners;

· actively support appropriate activities to promote or publicise significant industry development achievements of SPIDA Partners and Senior Partners;  and

· facilitate introductions to Australian SMEs.

1.4.2 In the context of the SPIDA Program, the Commonwealth Government will collaborate with State and Territory governments on identifying and developing industry development opportunities arising from government procurement.

1.4.3 Appendix C outlines a number of Commonwealth Government industry development policies and programs which complement the SPIDA Program.

1.5 Transitional Arrangements

1.5.1 Companies which already have a PfD Agreement, including Graduate Partners, will not need to sign a new MoU.  They will, however, need to sign a certificate of transfer to the SPIDA Program, and provide a one year Activity Plan updating their industry development forecasts, at their next review meeting, or when they win a Commonwealth Government ICT contract greater than $5 million.  

· Companies will have up to two years in which to adjust their existing PfD strategy to ensure that all of their SPIDA industry development activities meet the eligibility criteria set out in these Guidelines.

1.5.2 Graduate Partners of the PfD Program will be automatically granted Senior Partner status under SPIDA.  Companies which have qualified to become Graduate PfD Partners, but have not yet been granted that status, will also be eligible for Senior SPIDA Partner status.

· Such companies may elect to receive this recognition under the PfD Program or under the SPIDA Program.

PfD Partners which have not yet qualified to become a Graduate Partner but which have met the requirements of the PfD program and which continue to meet the requirements of the SPIDA program, will be eligible for Senior SPIDA Partner status following the four year period which applied under PfD.

1.5.3 Carriers who join the SPIDA Program may also be eligible for Senior Partner status if they have undertaken appropriate industry development activities over a period of five years or more as part of the Carrier Industry Development Plan arrangements.

2. SPIDA MoUs and Business and Activity PLANs

1.6 MoU

1.6.1 A SPIDA Memorandum of Understanding (MoU) will: 

· set-out the commitments of the company and the Commonwealth Government;

· describe the company’s operations and plans in Australia and globally;  and 

· outline a strategy for, and an Activity Plan of, the ICT industry development activities the company proposes to undertake in Australia.  

1.6.2 The MoU will need to be signed by the company's senior Australian executive and where relevant, by the corporate President or Vice President responsible for operations in Australia.  The Minister for Communications, Information Technology and the Arts (the Minister) will generally sign on behalf of the Commonwealth.

1.6.3 The Department will assist in the development of a SPIDA strategy and will help with information on the capabilities of local firms and research institutions if required.  However, primary responsibility for developing an acceptable strategy and Activity Plan rests with the company.

1.6.4 Companies are encouraged to discuss the opportunities for strategic and commercial business development with State and Territory Governments before finalising their MoU and any significant review of their industry development activities (see Appendix H for contact details).

1.7 Key elements of a SPIDA Business Plan

1.7.1 A SPIDA Business Plan should provide information on: 

· the company’s global operations  
(eg main products and services, target markets, annual revenue, employment levels, and locations of the company's head office, any significant manufacturing, R&D, and regional headquarters);

· the company’s global and regional strategies;

and how existing or proposed Australian investments and activities are integral to these strategies;

· the company's Australian operations  
(eg role, main products and services, target markets, annual revenue, employment levels, and locations of the company's offices, including any significant manufacturing and R&D facilities);

include details of any regional or global mandates conferred on Australia, for example for R&D and export marketing;

· details of current ICT sales to Commonwealth, State/Territory and local governments in Australia, as defined in Appendix A;

· expected developments in Australian ICT sales and sales to governments;  and

· details and value of proposed industry development activities to be undertaken under the SPIDA Program.

1.7.2 An Activity Plan (see Appendix F) should be provided showing the forecast value of Australian sales, number of employees, sales to government and proposed industry development activities for the next three years.  

1.7.3 The MoU (including the Business and Activity Plans), together with any subsequent revisions, will constitute a Partner’s SPIDA and commitments under the Program.

1.7.4 Appendix E provides a suggested format for a Business Plan.

1.8 ACTIVITIES RECOGNISED

1.8.1 A SPIDA should reflect the company’s long term commitment to development of the ICT industry in Australia.  The value and range of activities included in the Plan will be negotiated between each company and the Department. All proposals included in a SPIDA Business Plan must be:

· commercially viable;

· sustainable over the longer term;

· an integral part of the company’s global strategies for operation, product development and marketing;

· ICT-related;  and

· consistent with the Program's objectives.  

Proposed activities should not lead to any price increases for goods and services sold to Government.

1.8.2 The total level of these activities will need to be broadly in proportion with the level of ICT sales to Commonwealth, State, Territory and local governments, and related entities (see definition of Government sales in Appendix A).  The specific amount will be negotiated between the company and the Department on a case by case basis, taking into account the nature of the company’s operations and strategies, the considerations identified above, and the need for consistency of approach across all SPIDA companies.

1.8.3 SPIDA activities should preferably have a global focus and involve or promote:

· attracting and retaining investment in Australia, including in regional areas;  and/or

· strategic alliances with Australian ICT SMEs.

1.8.4 SPIDA activities may involve: 

· research and development (R&D);

· exports of Australian ICT products and services;

· strategic investments in Australian operations – including in regional areas;

· venture capital and other investments;

· alliances with start-up and other ICT SMEs;

· technology transfer;  and

· skills development .

1.8.5 Section 5, Evaluation of Eligible Activities, provides guidance on the sorts of activities that may be incorporated in a SPIDA Plan, and on how to value them for SPIDA reporting purposes.  Appendix B provides further detail and examples of eligible activities.  Final decisions on eligibility of particular activities will be made by the Department on the basis of Section 5, Appendix B and any other relevant considerations.

1.8.6 Industry development activities associated with sales to the Commonwealth Department of Defence which have a direct military purpose and are subject to the Australian Industry Involvement Program or its equivalent, are outside the scope of SPIDA.

1.8.7 Where they are consistent with the SPIDA Guidelines, industry development activities undertaken in conjunction with State or Territory government ICT contracts will be recognised.

1.8.8 Any contractual commitments to industry development activities established as part of a Commonwealth Government IT Outsourcing contract signed prior to 31 December 2000, and the associated Commonwealth Government sales, are outside the scope of SPIDA.  Existing contractual and reporting arrangements will continue to apply for these contracts, but relevant companies may elect to summarise outcomes in their SPIDA reports.

1.8.9 Companies that win a Commonwealth Government ICT contract of more than $5 million are required to report against any contract-related SME, Australian Value Added (AVA) and SMEAVA commitments as part of the contract requirements.  A company may elect to submit this information, and any associated audit requirements, as part of the SPIDA reporting process.  Where they are consistent with these Guidelines, performance against these commitments may also be included with the industry development activities reported against the company's SPIDA commitments.

1.9 SPIDA Performance

1.9.1 Partners are required to report annually on their performance against their agreed SPIDA Business Plan and to meet with the Department to discuss each report.

Each annual report (see Sub-section 4.5) should include a revised Activity Plan which revises the company's forecasts of Australian sales, sales to government, number of employees and industry development activities for the following year.  Appendix G provides the recommended reporting format.

The review meeting (see Sub-section 4.6) will also provide an opportunity to discuss aspects of Commonwealth and State/Territory Governments’ industry development policies and programs.  In line with the Program's objective to promote new investment, Invest Australia (see Appendix C) and the National Office for the Information Economy (NOIE) may be invited to attend review meetings.

1.9.2 Performance will not be measured against a single pre-set level or performance benchmark.  Factors which will be taken into consideration will include:

· sales to Commonwealth, State, Territory and local governments;

· the quality and value of industry development activities undertaken;

· the nature of the company's business and the industry sector in which it operates;  and

· the economic conditions under which the firm was operating for the year under consideration, both in Australia and globally.

1.9.3 Acceptance of the annual report and associated revised Activity Plan by the Department will renew the company's SPIDA for the year.

1.9.4 To ensure the overall integrity of the program, the Department will engage a suitably qualified auditor to undertake audit reviews of companies’ annual SPIDA reports on a random and/or targeted basis (see Sub-section 4.8).  

1.9.5 Where a company achieves ICT sales to the Commonwealth Government of more than $100 million over a two year period it will be required to supply verification of the SPIDA industry activities claimed for that period as part of its reporting requirements.  In such circumstances, the company will not be included in the Department's audit review schedule for that period.

1.9.6 Where a Partner fails to meet its SPIDA commitments, its SPIDA will be terminated (see Sub-section 4.9).

A Partner will be considered to have not met its commitments if it has not:

· undertaken industry development activities of a sufficient quality or quantity;  or

· reported satisfactorily against its SPIDA.

1.9.7 A Partner's endorsement as an ICT supplier to the Commonwealth Government under the Endorsed Supplier Arrangements (ESA) Scheme will be withdrawn if its SPIDA is terminated.  A company may also lose this endorsement through failure to meet any specific AVA, SME, and SMEAVA commitments associated with large ICT contracts.

· While loss of endorsement will not necessarily impact on any contracts existing at the time, it will disqualify the company from bidding for future Commonwealth Government ICT contracts.

1.10 Revising a Business Plan

1.10.1 The Government acknowledges that changing business and company circumstances, and market opportunities, may affect a company’s ability to meet its SPIDA commitments as set out in its SPIDA Business and Activity Plans, or perhaps even warrant changes to the agreed Plan.  Partners should discuss such developments with the Department as early as possible.

1.10.2 Partners may revise their industry development activities, in consultation with the Department, at any time.  This will enable companies to: 

· ensure that their industry development activities remain consistent with global corporate priorities;  and

· take advantage of new opportunities.

1.10.3 Partners seeking to change the industry development activities included in their Plan should provide details of their proposed replacement activities, including annual forecasts of the amounts expected to be claimed against each proposed activity, for consideration by the Department.

· The Department will advise the Company in writing if the proposed amendments are accepted, or, for a Senior Partner, if the activity is considered not eligible.

· Unless the company is a Senior Partner, the Department’s agreement must be sought before reporting against the new activities.

1.10.4 When a company wins a Commonwealth Government ICT contract greater than $5 million it is required to inform, as part of the contract requirements, the Department within 10 business days of being notified that it has been selected as the preferred tenderer for the contract.  As part of this process, the company may need to revise its SPIDA forecasts with the Department outside the normal annual reporting process.  This will particularly be the case where a contract is of such significance that additional strategic industry development activities may be necessary to maintain reasonable industry development outcomes under the SPIDA Program.

1.11 Coverage of a SPIDA MoU

1.11.1 The industry development activities in Australia of a group of companies may be covered by a single MoU if there is a significant commercial relationship between them, for example

· both companies are 100% owned subsidiaries of an overseas company;

· one company is a 100% owned subsidiary of the other.

1.11.2 Companies wishing to establish a group MoU should present their case to the Department in advance.

1.11.3 The formal agreement of all proposed parties will be needed.  Each party will need to acknowledge that:

· the MoU and associated Activity Plans and annual reports will cover all government sales and industry development activities of all parties;

· the ongoing ESA status of each party will be dependent upon the group performing and reporting satisfactorily against their SPIDA;  and

· SPIDA publicity material may refer only to the name shown on the MoU (ie the industry development activities of a subsidiary company may be reported against the name of the parent company).

3. Recognition and Senior PARTNERS

1.12 Recognition

1.12.1 The Government values the relationship it develops with Partners through the SPIDA Program.

1.12.2 Information provided by Partners (eg through their annual reports) about their SPIDA activities and achievements will be used when compiling the Program’s annual report, and for activities designed to promote Australia’s ICT industry capabilities to Australian and overseas audiences and to attract new investment (eg website, publications, promotional events, etc).

· Partners will be consulted before any of their SPIDA activities are used as examples for such purposes.

1.12.3 New SPIDA companies will be presented with a framed certificate formalising their participation in the Program.

1.12.4 SPIDA Partners may, in consultation with the Department, incorporate the SPIDA logo in corporate promotional material.

1.13 Senior Partners

1.13.1 In recognition of their demonstrated commitment to the ICT industry in Australia, companies which have satisfactorily performed against their SPIDA for at least five years will be eligible to become Senior Partners of the SPIDA Program.  

· The achievements and contributions of these companies will be formally acknowledged by the Minister as part of an invitation to become a Senior Partner.

1.13.2 In their response to the Minister, Partners will be asked to: 

· confirm their ongoing commitment to their SPIDA and the associated MoU;

· indicate an ongoing commitment to strategic ICT industry development activity in Australia;

· provide brief details of the industry development strategy they propose to undertake in Australia over the next few years (2-3 pages) and a revised Activity Plan;  and

· confirm that the company’s industry development activities in Australia are consistent with its global strategy.

This exchange of letters, and acceptance of the revised strategy and Activity Plan by the Department, will act to extend the company's SPIDA and form the basis of the Senior Partner’s ongoing SPIDA commitments.  It should, therefore, be signed by the company’s Australian Managing Director or equivalent, or a more senior corporate executive.

1.13.3 Arrangements will then be made for a certificate to be formally presented to the company.  An announcement marking the occasion will be made to the Australian press, noting the company's Senior Partner status and ongoing commitment to the ICT industry in Australia.

1.13.4 Senior Partners:

· will not need to provide as much descriptive detail about their industry development activities in annual SPIDA reports (see Appendix G); 

· will generally be audit reviewed less frequently (see Sub-section 4.8);  and 

· will not require advance agreement from the Department for the inclusion of new eligible activities in their planned activities.

1.13.5 While they may be less formal, annual review meetings will continue to provide an opportunity for discussing issues impacting on the Senior Partner’s operations in Australia and developments in Commonwealth and State/Territory governments’ ICT industry development policies and programs.

1.13.6 Opportunities for joint promotional activities and support for major noteworthy initiatives of the Senior Partner will also be considered.  Senior Partners should draw significant developments to the Department’s attention.

4. Program Administration

Except where specified, the term “Partner” also includes “Senior Partners”.

1.14 The Minister

1.14.1 The Minister for Communications, Information Technology and the Arts (the Minister) has portfolio responsibility for the SPIDA Program.  Major policy changes to the Program, initial SPIDAs, and invitations to become a Senior Partner are normally approved by the Minister.

1.15 The Department

1.15.1 The Department of Communications, Information Technology and the Arts (DoCITA, the Department) is responsible for administering the Program.  The Chief General Manager and the General Manager responsible for Information and Communications Industries Development have Executive responsibility for the SPIDA Program.  The Manager, Alliance Programs Section, is responsible for management of the Program, including annual review and audit processes.  Queries regarding SPIDA should be directed in the first instance to the SPIDA Program Manager.  

1.15.2 Appendix H provides contact details.

1.16 Arrangements with the States

1.16.1 The governments of the States and Territories participate in the SPIDA Program, particularly by assisting companies to identify and develop industry development opportunities and by facilitating contact between local companies and Partners.

· State and Territory governments are keen to discuss business opportunities with Partners.

1.16.2 Copies of Partners’ reports are provided to State and Territory Government representatives, who are generally invited to attend performance review meetings.  
1.16.3 Appendix H provides contact details.

1.17 Negotiating a SPIDA 

1.17.1 For new Partners, a SPIDA comprises:

· a Memorandum of Understanding between the Commonwealth and the Partner, which provides information on each party’s undertakings and responsibilities under the Agreement and how the Agreement will be implemented  (see Appendix D);

· Schedule 1 - the Partner’s SPIDA Business Plan of industry development activities  (see Appendix E);

· Schedule 2 - an Activity Plan forecasting expected values of industry development activities (see Appendix F) and

· Schedule 3 - the SPIDA Program Guidelines.

NB  These Guidelines may be revised from time to time in consultation with Partners.

1.17.2 Companies are encouraged to discuss business opportunities with State and Territory government representatives while developing their SPIDA Business Plan.

1.17.3 Once a SPIDA Business Plan has been agreed between the Department and the company, the Department will make arrangements to seek Ministerial approval of the Plan and for signing the Agreement.

1.17.4 SPIDA MoUs are signed for the company by the company’s senior Australian executive and where relevant, by the appropriate President or Vice President responsible for operations in Australia.  The Minister, or a Departmental Senior Executive with responsibility for the information industries, signs on behalf of the Commonwealth.

1.17.5 For Senior Partners, a SPIDA comprises an exchange of letters between the Commonwealth and the company, which confirms the company's ongoing commitment to its MoU, industry development activities in Australia (see Section 3) and subsequent revised Activity Plans.

1.17.6 In consultation with the company, the Department will make arrangements to publicise new SPIDAs and recognise Senior Partner status via a Media Release issued by the Minister.  Partners may also issue their own statements to the media about these events.

1.17.7 Companies which do not have a current, signed SPIDA in place within 12 weeks of being awarded an ICT contract with the Commonwealth Government which they expect will take their total annual sales to the Commonwealth Government above $10 million, can expect to have their ESA status withdrawn and to be unable to bid for future Commonwealth Government contracts.  

· Such companies would continue to be required to report against the contract specific requirements of any existing contracts.

1.17.8 The process for negotiating a SPIDA is:

· the company advises the Department that it wishes to establish a SPIDA and provides initial details of its operations (eg annual report and website material);

· the Department:

provides the company with SPIDA Guidelines;  and

advises State, Territory government representatives, Invest Australia and NOIE

· meeting scheduled in Canberra for company to hold preliminary discussions about its operations in Australia and proposed SPIDA plans with the Department

representatives of State and Territory Governments, Invest Australia and NOIE will also be invited to attend

· company and the Department negotiate SPIDA, taking into account any stakeholder comments;

· company signs SPIDA;

· Minister signs SPIDA;

· certificate presented;  and

· public announcement made.

1.18 Reporting

1.18.1 SPIDA requires companies to commit to, achieve and report annually on industry development activities.  An annual report, including a revised Activity Plan, should be submitted within four months of the end of the company’s financial year, or as agreed with the Department.  Acceptance of the report and revised Activity Plan by the Department will renew the company’s SPIDA for a further year.

1.18.2 The recommended format for annual reports is set out in Appendix G.  Reports should provide an outline of significant corporate developments in Australia and overseas to put the SPIDA activities in context, global and Australian sales and employee numbers, and a description of the industry development activities.  They should also identify any changes in forecast activity outcomes.

1.18.3 The revised Activity Plan, to be signed by an appropriately authorised company officer (senior Australian management where possible), will report on government sales (see Appendix A for definition) and industry development activities during the previous year and revise forecast sales, activities and values for the following year.  

· Where final figures are not available by the due date, estimates should be provided and revisions included in the following year’s report.  

1.18.4 Written, documented supporting evidence must be retained and made available for future independent audit review.

· The Department will provide new SPIDA companies with details of the sorts of records they will need to be able to provide to the Program Auditors, and if required, will arrange for the Program Auditor to meet with the company to discuss record keeping and audit review requirements.

1.18.5 Reports should be signed and dated by an appropriately authorised company officer (senior Australian management where possible).  

· An electronic copy of the report should be provided to the Department by e-mail or disk.

· Contact details for the company's SPIDA contact person and senior Australian (and where relevant, overseas) managers should be included.

1.18.6 Reports should confirm that the Partner’s SPIDA Business Plan, or Senior Partner's reported activities, continue to be an integral part of the company’s global corporate strategy.  

1.18.7 Partners and Senior Partners are encouraged to report any new initiatives or opportunities which may be consistent with the SPIDA Program’s objectives.  

· Partners should obtain the Department's approval prior to including such activities in their SPIDA Business Plan.

· Senior Partners should ensure that any new initiatives included in their Report are highlighted and that they are consistent with the objectives of the SPIDA Program and these Guidelines.

1.18.8 Reports are assessed to ensure that the activities included are consistent with undertakings in the company’s Agreement and these Guidelines.  The value and nature of business activities carried out with third party Australian companies are verified.  Further information may be sought as necessary.  

1.18.9 Subject to Sub-section 4.7, the Department will provide copies of each report - on a commercial-in-confidence basis - to State and Territory Government representatives.  This will enable them to assist in identifying potential opportunities for the Partner (eg for mutually beneficial strategic alliances with Australian SMEs or investment initiatives).  Information from the reports may also be shared with NOIE and Invest Australia to inform the policy development process and investment attraction activities.

1.18.10 Where a company fails to provide a satisfactory annual report within two weeks of the due date, a letter will be sent to the company contact officer seeking advice on the expected date for receipt.  

· Where a report is not received within six weeks of the due date, a letter will be sent to the CEO of the company in Australia seeking reasons why the company should not be removed from the SPIDA Program.  

· If the report is not received within four weeks of the date of that letter, the company can expect to be removed from the SPIDA Program.

1.18.11 Companies should discuss with the Department any difficulty in providing their report by the due date.

1.19 ANNUAL REVIEWs

1.19.1 Annual reviews will generally be conducted at the Partner’s Australian Head Office as soon as practicable after receipt of each annual report.  Discussions normally involve presentations by senior executives of the company and focus on SPIDA activities and the company's future strategic directions.  The ongoing relevance of the items contained in the Partner's SPIDA Business Plan will also be reviewed.

This forum provides an opportunity to discuss aspects of the Government’s SPIDA or other industry development policies and programs; and to discuss the company's preferences and experiences in working with SME alliances.

1.19.2 State and Territory Government officials are invited to attend these meetings, and, in line with the Program's objective to promote new investment, representatives of Invest Australia (see Appendix C) and NOIE may also be invited.

1.19.3 Partners and the Department may request a meeting to discuss SPIDA issues at any other time.

1.20 Confidentiality

1.20.1 Except where disclosure is required by law or at the direction of the Minister or Parliament, SPIDAs and reports provided to the Department in accordance with those Agreements, are treated as Commercial-in-Confidence.  Annual reports will, however, be made available, and may be discussed, on a restricted basis, with State and/or Territory Government officials and Invest Australia.  Information about companies' activities may also be shared with NOIE, on a confidential and restricted basis, in order to inform the development of ICT industry development policy.

· Companies should make it clear to the Department if particular parts of the information they provide should not be divulged outside the Department.  

· Publicity of an individual company's SPIDA activities by the Department will only be undertaken with the agreement of the company concerned.

1.21 Audit Review of Annual Reports

1.21.1 The Department will engage a suitably qualified independent auditor to verify the accuracy of information provided in annual SPIDA reports and to verify relationships with local alliance companies.  Companies can expect to be reviewed by the Program Auditor at least once every three years.  Senior Partners can expect to be reviewed every five.  

1.21.2 The Department will meet the costs of the Program Auditor engaged for this purpose.

1.21.3 The verification process for claimed activities is comprehensive.  A review of SPIDA performance will include:

· documentation and evaluation of the process by which reported figures are compiled;

· verifying the accuracy of the reported figures with reference to supporting documentation;

· evaluating the eligibility of activities claimed against the SPIDA guidelines;

· review of relevant transfer pricing arrangements within the international group (which will remain confidential to the Program Auditor);  and

· verification of any other issues considered warranted by the Program Auditor.

1.21.4 The Program Auditor may also need to seek information from third party companies and research institutions to verify the activities and values reported.

1.21.5 The Department expects the Program Auditor to perform its functions toAUS 902 ‘Review of Financial Reports”. The Auditor is required to check original records, test accounting systems and obtain sufficiently independent corroboration of reported activity.

· To do this, the Program Auditor will require access to supporting documentation for the activities reported, along with access to key personnel.

1.21.6 The Program Auditor will provide a copy of his or her draft report to the company.  The Auditor will discuss the contents of the draft with the Partner company before a final report is provided to the Department and to the Partner.

1.21.7 Audit reviews will be scheduled in consultation with the company.  Companies are expected to cooperate with the Commonwealth's nominated Program Auditor and to provide a full and auditable suite of documentation, along with access to appropriate personnel.

1.21.8 Where a company achieves ICT sales to the Commonwealth Government of more than $100 million over a 2 year period, it will be required to supply verification of the SPIDA industry development activities claimed for that period.  Such verification can be demonstrated by either the company funding an independent audit review or supplying appropriate confirmation of the figures from its own financial auditors.  This verification will take place no more than once every two years and will remove any requirement for a review by the Department's Program Auditor.

· The audit process to supply the justification should be in accordance with Australian Auditing Standard 902, "Review of Financial Reports”.

· Senior Partners will only need to provide this verification every three years.

1.22 Termination of Agreements

1.22.1 A SPIDA is a long term commitment between a company and the Commonwealth Government to develop a mutually beneficial relationship that will contribute to the development of the ICT industry in Australia.  The Commonwealth relies on the corporate goodwill of Partners and Senior Partners to implement their undertakings.  

1.22.2 However, where a company fails to meet its industry development commitments or the reporting or audit requirements of the SPIDA Program, and is unable to satisfy the Government that the failure was beyond its reasonable control, the Department will commence action to terminate the Agreement.

1.22.3 It should be noted that termination of a company’s SPIDA will normally indicate that the company is not fulfilling, or has not shown that it is fulfilling, the industry development requirements necessary to retain its status as an endorsed ICT supplier to Government.

1.22.4 While this will not necessarily impact on any contracts existing at the time, failure to hold endorsement will disqualify the company from bidding for future Commonwealth Government ICT contracts.

1.22.5 Before terminating a SPIDA, the Department will write to the CEO of the company in Australia seeking reasons why the Agreement should not be terminated.  The company will have not less than 14 days in which to respond to the letter.

1.22.6 Termination action may be ceased or suspended at any stage during the process if the company is able to satisfy the Department's concerns, for example by:

· providing any outstanding reports or information showing that it is meeting its industry development commitments;  and/or

· entering into an acceptably revised SPIDA.

1.22.7 If a company’s SPIDA is terminated, the Department will advise the Department of Finance and Administration (DoFA), which administers the Government’s Endorsed Supplier Arrangements (ESA), the Department of Defence (as a significant Government purchaser of ICT), Invest Australia, NOIE and the nominated State and Territory Government representatives.  That advice will indicate that the Department no longer considers the company to be meeting the industry development requirements of the ESA.  The normal consequence of such advice would be for DoFA to remove the company's endorsement.  

· The name of any company whose SPIDA has been terminated may be noted in the annual SPIDA Program report.

· DoFA will be asked to advise Commonwealth purchasing agencies of the change in the company's status.

1.22.8 Companies which have had their SPIDA terminated but which continue to have one or more Commonwealth Government ICT contracts greater than $5 million, will continue to be required to report against their contract specific SME, AVA and SMEAVA commitments.

1.23 Re-instatement to SPIDA

1.23.1 Before a company which has had its SPIDA terminated can be re-admitted to the Program, it will need to satisfy the Department that:

· it has met all contract-specific SME, AVA and SMEAVA commitments;  and

· is now committed to participating fully in the SPIDA Program.

1.23.2 Such companies will need to negotiate a new SPIDA.  This will include signing a new MoU.

5. Evaluation of Eligible Activities

This section will assist companies when developing or reviewing their SPIDA Business Plan, and when compiling annual reports of the activities undertaken in accordance with SPIDA commitments.  It should be read in conjunction with the definitions provided in Appendix A.  Appendix B provides examples of eligible, and ineligible, activities against the required reporting criteria.

Documented supporting evidence of the amounts claimed must be retained and, if requested, made available to the Program Auditor.

The Government is keen to publicise significant examples of ICT industry development activities in Australia by SPIDA Partners.  Companies are encouraged to draw noteworthy activities to the Department’s attention.

Except where specified, the term “Partner" includes “Senior Partners”.

1.24 General Criteria

1.24.1 The Government’s objectives for industry development in the ICT sector include a vibrant, globally competitive and internationally recognised ICT industry that can take advantage of international opportunities and contribute to economic growth in Australia.  The focus is on an industry which is externally focussed and effectively integrated into international R&D, production and marketing networks.

1.24.2 SPIDA activities should preferably have a global focus and involve or promote:

· attracting and retaining investment in Australia, including in regional areas;  and/or

· strategic alliances with Australian ICT SMEs.

1.24.3 Investment activities:  Companies are encouraged to seek global or regional mandates for work, for the establishment of centres of excellence in Australia, and for scaling their activities in Australia to meet the needs of substantial regional or global markets.  

1.24.4 SME Alliances activities:  Companies are encouraged to identify Australian SMEs with whom they have complementary interests, and to build mutually beneficial alliances with them.  

1.24.5 The Commonwealth Government appreciates the different motivations of SPIDA companies when considering an alliance with an SME.  While some SPIDA companies may prefer to get involved through venture capital arrangements, others will find their business strategies better suited to strategic investments, or alliances where an SME provides value added items that the SPIDA company does not, or cannot, provide easily and efficiently.

Mentoring arrangements as a precursor to more formal business alliances, or the formation of consortia to access business overseas or to undertake new research and development work in Australia may be more appropriate.  Partners are also encouraged to establish strategic global or regional sourcing and/or outsourcing agreements with Australian companies, particularly local SMEs, where an Australian product or service of the appropriate functionality and quality is available or could be commercially developed.

The Department, Invest Australia and State and Territory Government representatives may be able to assist in identifying suitable SME candidates.  The Managers of SME incubators established under the Government’s Building on IT Strengths (BITS) Program, and the Industrial Supplies Office (ISO, see Appendix C) may also be able to help.  Companies are encouraged to discuss their preferences and their experiences in dealing with SME alliance partners during annual SPIDA review meetings.

SPIDA companies are not expected to form alliances with Australian SMEs where there are no commercial grounds for such an arrangement.

1.24.6 The development of the ICT industry in rural and regional areas of Australia (see Appendix A) is also a Commonwealth Government priority.  The Government encourages companies and their partners to consider establishing globally oriented and internationally competitive strategic capabilities (manufacturing, R&D, services, RHQs, etc) in regional areas where appropriate.  The Government also encourages companies to consider working with ICT SMEs based in regional areas.

1.24.7 SPIDA activities may include:

· Research and development (R&D);

· Exports of Australian ICT products and services;

· Facilitated exports;

· Strategic investments;

· Regional Headquarters (RHQ) investments;

· Venture capital investments;

· SME Alliances - Assistance to start-ups and other ICT SMEs;

· Import replacement (in limited circumstances)

· Technology transfer;

· Skills development;  or

· Other industry initiatives aimed at encouraging collaborative efforts to foster growth of the ICT industry in Australia.

1.24.8 Please Note:

· All SPIDA industry development activity proposals must be:

ICT related;

commercially viable, sustainable over the longer term and an integral part of the company’s global strategies for product development and marketing;  and

consistent with the Program's objectives.

· Receipt of Government assistance for a particular business activity does not of itself disqualify that activity from consideration as a SPIDA activity.  However, claimed amounts should be net of any Government funding contributions.

· For valuation purposes, a SPIDA company carrying out industry development activities as part of a telecommunications carrier’s Industry Development Plan commitments under the Telecommunications Act 1997 can seek to have those activities recognised as part of its SPIDA commitments. 

· Contractually bound industry development activities undertaken as part of any Commonwealth Government IT outsourcing or Major Projects contract signed before 31 December 2000 (and the associated Government sales) should be reported under the relevant contractual reporting arrangements.

· Unless otherwise specified, an activity may NOT be reported against two categories.

· Unless otherwise specified, only revenues accruing to, and costs incurred by, the SPIDA company are eligible.

1.25 Research and Development  (R&D)

1.25.1 The Government’s objectives are to develop a critical mass in the scope, quality and quantity of innovative and leading edge ICT R&D undertaken in Australia, and to develop and promote international awareness of Australia's R&D capabilities and achievements. 

1.25.2 Appendix A provides a definition of Research and Development (R&D) for SPIDA purposes. 

1.25.3 Companies are encouraged to establish R&D Centres of Excellence to contribute to the company's global R&D effort.

1.25.4 Companies are also encouraged to establish collaborative R&D projects with Australian SMEs, educational and research institutions, and existing Research and Development Organisations (RDOs) such as the jointly Commonwealth / industry funded Cooperative Research Centres (CRCs – see Appendix C).

1.25.5 To be recognised under the SPIDA Program, R&D must meet the following criteria:

· ICT related;

· undertaken in Australia;

· undertaken by, on behalf of, or in collaboration with the Partner

the Partner must bear that portion of the risk associated with its claimed contribution to the R&D

the Partner need not be the beneficial owner of any results  
(while the Government is keen to encourage the retention of intellectual property in Australia where there is a benefit to Australia in doing so, this is a commercial matter for negotiation between the Partner and any allied company or RDO);

· initiated or substantially supported by the Partner  (this may involve the provision of specialised equipment and software); and

· associated with globally oriented and/or internationally competitive activity.  

1.25.6 Appendices A and B provide some examples of eligible R&D projects. 

1.25.7 Annual reports should provide details of the nature and cost of R&D activities and the numbers of staff involved. 

1.25.8 Please Note:  Approval of an R&D activity under the SPIDA Program does not infer acceptance or replace any assessment required by the Industry Research and Development Board (IR&D Board) for determination of eligibility for any of its grants, loans or tax concession responsibilities.  The definition of R&D activities under the SPIDA Program is different to the eligibility criteria used by the IR&D Board.

Valuation

1.25.9 For SPIDA purposes, the valuation of a company’s R&D is the actual cost incurred by the Partner during the period.  This may include salary, interest and other expenses but they must have been incurred directly through the R&D.

1.26 Exports of Australian Products and Services

1.26.1 The Government’s objectives are:

· to develop and produce internationally competitive ICT-related technology, products and services in Australia;  and

· to encourage companies to explore opportunities for meeting their global clients' needs using ICT products and services produced in Australia.

1.26.2 The following types of export activities will be recognised for SPIDA purposes:

· Exports and re-exports of products and services which have been: 

produced by the Partner in Australia
including ICT and other services provided by an Australian RHQ to offices and customers in other countries;  or

produced in Australia by other companies and purchased for export by the Partner

excluding exports being claimed under a SPIDA by another company.

1.26.3 These exports must have a substantial level of technology and would need to be ICT related. 

1.26.4 SPIDA companies are encouraged to maximise the Australian content of their exports.  Additional recognition is given where such exports are sourced from regional areas (see Appendix A).

Valuation

1.26.5 Partners may claim the Australian Value Added (AVA) of their exports and re-exports.

· If the AVA represents 70% or more of the total export value, Partners may claim the total value of their exports.

· If the AVA represents 60% or more of the export value AND the exports were effectively sourced from regional areas, Partners may claim the total value of their exports.

1.26.6 Appendix A provides definitions and examples of exports, AVA, how to calculate the value of Australian exports and re-exports.

1.26.7 Where information on the AVA is not readily available, estimates used must be able to be substantiated and verified by the Program Auditor.

1.26.8 Where a company does not receive export revenues for the RHQ services it exports, it may instead claim that portion of RHQ operating/running costs (other than salaries) attributable to providing RHQ functions to overseas clients or company offices (ie excluding operational costs attributable to servicing Australian operations and operational costs for which export revenue is being claimed).

1.27 Facilitated exports

1.27.1 The Government’s objectives are:

· to develop and produce internationally competitive ICT-related technology, products and services in Australia;  and

· to encourage companies to explore opportunities for meeting their global clients' needs using ICT products and services produced in Australia by Australian SMEs.

1.27.2 Where a Partner provides assistance to companies in Australia, in particular to allied Australian SMEs, to help them develop new export markets and to export Australian ICT products and/or services, and can demonstrate that the assistance provided was instrumental in achieving the exports, the Partner may claim the AVA of those export revenues while it continues to play an instrumental role in achieving those exports.

· Such "facilitated" exports would need to have an acceptable level of technology and Australian Value Added.

1.27.3 The name and contact details for each company whose exports have been facilitated should be included in the Partner’s annual SPIDA report, along with the associated export revenue.

1.27.4 Expenses incurred by the Partner in facilitating exports by Australian SMEs may be claimed under SME Alliances (Sub-section 5.8).

1.27.5 SPIDA companies are encouraged to maximise the Australian content of their facilitated exports and source from regional areas (see Appendix A) where appropriate.  Additional recognition is given in such cases.

Valuation

1.27.6 Partners may claim the AVA of facilitated exports, which should be calculated in accordance with the valuation of Australian Exports defined in Sub-section 5.3 and Appendix A.

1.28 Strategic Investment

1.28.1 The Government's objective is to encourage and retain investment in Australia to enhance the capability and contribution of the Australian ICT industry to meet global, advanced ICT needs.

1.28.2 Investments in ICT infrastructure and other companies to develop, in Australia, strategic capabilities and/or generate exports in the traded goods and services sector will be recognised.  They should form part of the Partner’s international strategy for ICT product development and marketing.

· The development of the ICT industry in regional areas is a Commonwealth Government priority.  When developing proposals for new strategic investments, companies are encouraged to discuss the opportunities and benefits of locating new facilities in regional areas with State and Territory Government representatives (see Appendix H).

1.28.3 Investments may be directed to the Partner’s Australian operations or in joint/collaborative ventures between a Partner and a third party company.

1.28.4 A Partner may also be able to claim strategic investments made by another, non-SPIDA, company where that investment would have been eligible had it been made by the Partner and the Partner is able to demonstrate that it was instrumental in achieving the investment.  Partners, including Senior Partners, seeking to include such strategic investments in their SPIDA must obtain must the Department's written agreement in advance.  An example of the sort of investment intended to be eligible here is where an overseas supplier to a SPIDA company makes a strategic investment to establish an R&D laboratory or manufacturing plant in Australia that is intended to supply the global needs of the Partner and others.

1.28.5 Significant investments in the Partner’s local subsidiary may be recognised where it leads to the establishment of world standard facilities intended to address international markets.  For example, establishment of new R&D, manufacturing and service facilities may be recognised where they position the Partner for international markets.  The minimum investment should be in the vicinity of $5 million, but proposals will be considered on a case-by-case basis.

1.28.6 Investments in the form of equity or soft loans may also be recognised.  Such proposals should be discussed in advance with the Department.

1.28.7 “In-kind” investments, or the provision of equipment only, will not be recognised here but may be eligible under the R&D (Sub-section 5.2) or technology transfer (Sub-section 5.10) categories.  RHQ investments should be reported under Sub-section 5.6.  Venture capital investments should be reported under Sub-section 5.7.

Valuation

1.28.8 The SPIDA value of the investment is the actual funds provided by the Partner.

· Where a strategic investment has been agreed by the Department under paragraph 5.5.4, the amount that can be claimed will be determined on a case by case basis by the Department in consultation with the Partner.

1.28.9 Strategic investments may be amortised over a period of three to five years, in agreement with the Department.

1.29 Regional Headquarters (RHQ) Investment

1.29.1 Companies are encouraged to use Australia as a base for servicing the company's operations in the Asia Pacific region and globally.

1.29.2 Investments in the establishment of regional headquarters operations (RHQ) in Australia will be recognised as an industry development activity for SPIDA purposes where it is intended to provide services outside Australia in the short term, and where it is also intended that at least 25% of the services to be provided will be focussed on servicing overseas customers in the medium term.  Companies are encouraged to, over time, expand the level of services provided outside Australia beyond 25% as the skills and capabilities of the RHQ develop.

1.29.3 Operating costs (other than salaries) are not eligble.  However, exports of RHQ services, or the equivalent operating costs, may be eligible as exports (see Sub-section 5.3).

1.29.4 RHQ investments may be amortised over a period of three to five years, in agreement with the Department.

1.29.5 Invest Australia may be able to assist with the establishment of an RHQ (see Appendix C).

Valuation

1.29.6 The SPIDA value of RHQ investment is the total cost of establishing the RHQ where it is intended that at least 25% of services will be in support of operations outside Australia within two to three years. The expectation is that the export component will rise to 40%-50% of costs in the longer term.  Partners may claim capital costs such as:

· building (construction or lease) and information and communications technology infrastructure costs,  and, 

· in recognition that skilled staff are the most important asset of a service organisation, salaries paid to staff engaged in RHQ activities.

1.30 Venture Capital Investment

1.30.1 The Government's objective is to encourage investment in Australian SMEs to increase the innovative capacity of the Australian ICT sector and to enhance the ability of these SMEs to meet the advanced ICT needs of global markets.

1.30.2 Venture capital investments into an Australian SME directly, or through investment vehicles such as an approved, independent, venture capital fund (VCF), incubators, pre-seed funds, etc, which will provide seed or start-up finance, or later stage investment, for the development and commercialisation of innovative, globally oriented and internationally competitive ICT products and services will be recognised.

1.30.3 Investments should be for a minimum of 3 years and should be aimed at developments which will increase the SME's strategic operations in Australia.  Funds provided to primarily assist the development of foreign operations, other than those that will assist the development of overseas markets, are not eligible for SPIDA recognition.  For example:

· Investments that will lead to the establishment of R&D centres or manufacturing plants outside Australia will not be recognised.

· Investments that will lead to the establishment of overseas markets and sales networks will be recognised.

1.30.4 Details of the investments made (eg SME's name, core business, and purpose of the investment) should be included in the annual report.

Valuation

1.30.5 The SPIDA value of the investment is the actual level of funds provided by the Partner to the venture capital or other fund or SME.

· The valuation should be net of any reimbursements, withdrawals or reductions in the funds allocated by the Partner to a venture capital or other fund which were not invested in an SME.

1.30.6 Venture capital investments made directly to an SME by a SPIDA Partner company will be recognised when they are paid.  Similarly, where a VCF and its investment decisions are controlled by a single SPIDA Partner company, recognition will only be given as actual investment funds are passed to the recipient ICT companies.

1.30.7 Venture capital investments made through a venture capital or other fund where other investors are involved and investment decisions are not controlled by the SPIDA company, will be recognised when the funds are transferred (or drawn down) to the fund.  A SPIDA Partner could elect to apportion its total investment through such a fund over the period of the investment if it makes the whole investment at the start of the period.

1.30.8 We appreciate that, at the time funds are transferred (or drawn down) to a VCF which invests in a range of industries, the actual ratio of ICT to non-ICT investments may not be known.  In such instances, the VCF’s stated intended investment profile may be used to estimate the investment in ICT companies.

· If a decision is taken at a later date to change the Fund’s investing profile, any investments (or draw downs) made after that change should use the new profile to estimate the investment in ICT companies.

1.31 SME Alliances - Assistance  to start-ups and other ICT SMEs

1.31.1 Through the development of innovative ICT SMEs, the Commonwealth Government aims to enhance the capability and contribution of the Australian ICT industry to servicing the global market for advanced ICT products and services.

1.31.2 The assistance provided by a SPIDA Partner to help Australian SMEs to develop, commercialise and export Australian ICT products and/or services is recognised.  This may take the form of, for example, technical assistance to reach international standards and accreditation; sponsorship of an SME's attendance at, or participation in, an international conference or exhibition; business mentoring; technical or financial assistance to generalise or commercialise an SME's product for global markets; or marketing assistance provided within Australia or overseas.

1.31.3 Alliances which will assist and/or finance an SME's development to where it is ready to take its idea to the venture capital market are particularly encouraged.

1.31.4 The Partner should demonstrate that the assistance will open new market opportunities for local ICT-related products or services which have an acceptable level of technology and Australian Value Added.

1.31.5 A Partner may also claim export revenues received by the alliance company where it can be demonstrated that the Partner's assistance has been instrumental in achieving the exports (see Sub-section 5.4).

1.31.6 Assistance in the form of technology transfers should be reported against Sub-section 5.10.

Valuation

1.31.7 The value of assistance provided is the actual cost to the Partner of providing the assistance, net of any payment received from the SME for that assistance.

1.32 Import Replacement

1.32.1 Import replacement will only be recognised where:

· it will lead directly to the development of a significant export capability within the short term (ie 12-18 months);  or 

· it will create a valuable reference site for Australian SMEs when pursuing export sales.  

Partners will need to demonstrate this link.

1.32.2 Only local sourcing of ICT-related technology, products and services which incorporate a substantial level of technology will be recognised.

1.32.3 Partners looking to include import replacement activities in their SPIDA must obtain the Department’s agreement in advance.  Partners will need to clearly justify their proposal.

1.32.4 Australian ICT inputs to the company's overseas operations may be eligible as facilitated exports (see Sub-section 5.4)
Valuation

1.32.5 The SPIDA value is the Australian Value Added (AVA) of the actual cost of locally sourced ICT inputs to the Partner's operations in Australia.

· 100% ICT-related input costs may be claimed where AVA > 70%.

· 100% ICT-related input costs may be claimed where AVA > 60% and inputs are produced in regional areas.

1.33 Technology Transfer

1.33.1 Technology transfer is the transfer of specialised technical knowledge relating to processes or products which are not available to a company, agency or institution on normal commercial terms, by a Partner to its Australian subsidiary, Australian third party company, or to a Government agency or institution.

1.33.2 The forms of technology transfer of proprietary, non-proprietary and intellectual property or information which will be recognised include, but are not limited to:

· patents, licences, software, technical data packs, process instructions and continuing access to current overseas expertise and data; and

· equipment and resources.

1.33.3 Technology transfers which result in the upgrading of an Australian SME’s production and services to world standard and which lead to commercialisation and export, are encouraged.

Valuation

1.33.4 The SPIDA value of technology transfers is calculated as follows:

· the actual cost of the technology transferred to the Partner, net of any associated revenue received;  and/or

· the value of licence fees or royalties foregone.

1.33.5 Independent assessment of the valuation, and consultation with the Department, is normally required prior to including the technology transfer in a company’s SPIDA claims.

1.34 Skills Development

1.34.1 For SPIDA purposes, skills development is the dissemination or transfer of scarce skills related to advanced information and communications technologies from the Partner to Australian industry or to a Government agency or institution.

1.34.2 Activities which aim to address the shortage of people with the ICT and other skills needed for a successful, internationally competitive and sustainable ICT industry in Australia are also encouraged.

1.34.3 Activities carried out by SPIDA companies as part of, or in response to, Government ICT skills initiatives will be recognised.  Efforts undertaken in association with the industry’s ICT Skills Taskforce may also be recognised.

1.34.4 To be recognised against SPIDA commitments, skills development activities must meet the following criteria:

· intended to develop the ICT industry's skills base in Australia;

· initiated or substantially supported by the Partner;

· assist in the dissemination of skills related to advanced ICT technologies which are not widely available in Australia

or assist in reducing the shortage of people in Australia with the ICT and other skills needed for a globally competitive and sustainable ICT industry in Australia;

· meet recognised Australian skills qualification standards where defined;  and

· focus on contemporary technology and sound business practices.

1.34.5 Eligible skills development activities will be expected to:

· involve formal course work and curricula;

· be delivered by appropriately qualified personnel from or on behalf of the Partner;  and

· extend over a reasonable period of time.

1.34.6 Basic vocational ICT education and training of the company’s own staff, or of staff of the Partner’s local distributors, in or through normal commercial activities such as staff rotation, product familiarisation and support will not be recognised.  Nor will education and training provided to these people to develop business, management, sales, marketing, etc, skills.

1.34.7 However, activities which involve a revenue flow to Australia as payment for the training in Australia of employees who are normally based outside Australia or of overseas clients, or for training provided by the Partner in another country using Australian-based training personnel, may be eligible as Australian exports (Sub-section 5.3).

Valuation

1.34.8 The SPIDA value of skills development activities will generally be viewed in terms of input costs:  that is, the actual cost to the Partner of providing the training and the investment by Partners in skills infrastructure, net of any associated revenue received.  This may include the cost of airfares for trainers brought from overseas, salaries paid to trainers and the cost of any accommodation and equipment provided for the course.  The value of a scholarship is the actual level of funding provided to the university or research institution, and any associated industry placement costs.

1.34.9 If a company believes that a much greater output benefit can be demonstrated, the Department will consider specific proposals.

1.35 Other industry initiatives aimed at encouraging collaborative efforts to foster growth of the ICT industry in Australia

1.35.1 New issues emerge from time to time which impact on the development of the Australian ICT industry.  This category provides the Government with the flexibility to support industry initiatives to address such emerging priority areas.

1.35.2 To be recognised, claimed activities will need to have broad industry support, and be closely aligned with the SPIDA Program’s objectives.

1.35.3 An example would be contributions by a Partner company to a cluster initiative intended to encourage collaborative effort in emerging technology areas.

1.35.4 Recognition will be assessed on a case by case basis.  Partners wishing to claim such activities should discuss the matter with the Department in advance.

Valuation

1.35.5 The SPIDA value is the actual cost to the Partner.
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APPENDIX A

3 DEFINITIONS AND KEY TERMS

These definitions have been developed solely for use in relation to the SPIDA Program.

Australian Exports

Australian exports are exports of goods, materials, articles or services which have been produced, manufactured or partly manufactured in Australia.

Where the Australian Value Added (AVA) contributes less than 70% of the total value of exports, only the actual AVA may be claimed as Australian Exports for SPIDA purposes.

Where the AVA contributes 70% or more of the total value of exports, 100% of the total export value may be claimed as Australian Exports.

Where the AVA contributes 60% or more of the total value of exports AND the exports were sourced from regional areas, 100% of the total export value may be claimed as Australian Exports.

Where it can be demonstrated that significant components are not manufactured in Australia by the Partner or by any other company, the cost of those imported inputs may be excluded from the export value when determining the % contribution of AVA.  The Industrial Supplies Office (ISO) and the Department of Communications, Information Technology and the Arts should be consulted before identifying components as ‘not manufactured in Australia’.

Examples:
A
B
C
D
E
F

(a)
FOB / transaction price
$100
$100
$100
$100
$100
$100

(b)
Less value (duty paid) of components imported because an equivalent product or service is not manufactured in Australia*
nil
nil
nil
($30)
($40)
($40)

(c)
Adjusted export price
$100
$100
$100
$70
$60
$60

(d)
Less the value (duty paid) of other imported components (eg sub assemblies)
($50)
($39)
($20)
($20)
(40)
($20)

(e)
AVA
$50
$61
$80
$50
$30
$40

(f)
% contributed by AVA 
(ie (e)/(c) => $50/$100, $61/$100, $80/$100, $50/$70, $30/$60, $40/$60
50%
61%
80%
71%
50%
67%

(g)
Australian Exports - from non-regional areas
$50
$61
$100
$100
$30
$40

(h)
Australian Exports - from regional areas
$50
$100
$100
$100
$30
$100

*
ie  components which could not be sourced from Australian made products.

Example G:  A systems integration contract valued at $10 million, being undertaken in an overseas country, which includes $4 million in hardware and software originally sourced from outside Australia, and $1 million in salaries payable to staff engaged in the overseas country (whether contractors or employees of the Partner’s local operations).  For SPIDA purposes, Australian exports of $5 million could be claimed  (AVA = $10m - $4m - $1m = $5m;  % AVA contribution is 50%,  Australian exports = AVA = $5m).

Australian Value Added  (AVA)

This concept is used in the context of:

· reporting and assessing performance against AVA commitments made in association with individual contracts with the Commonwealth Government which have an ICT value of $5 million or more;  and

· when calculating the value of a company’s Australian exports and facilitated exports.

The AVA is the value which has been added by processes of production or services undertaken in Australia.  It excludes any imported materials, components and services.

The AVA for Australian products and services is calculated by deducting the duty-paid value of any imported components, materials and services (eg components, embedded software, design, manufacturing, assembly and supply services, and any salaries paid to staff engaged locally in other countries), from the free-on-board (FOB) export price of the product, from the transaction price of the service export, or from the revenue earned by an Australian RHQ for services provided overseas.

The AVA for re-exports is the revenue earned from processes (such as minor repair, alteration or adaptation, repackaging, etc) undertaken in Australia (ie excludes the value of the product itself).

BITS  --  Building on IT Strengths

See Appendix C.

Cooperative Research Centres  (CRCs)

See Appendix C.

Department

Commonwealth Department of Communications, Information Technology and the Arts (DoCITA).

Endorsed Supplier Arrangements  (ESA)

See Appendix C.

Exports

Exports are products or services, including re-exports, sold to overseas buyers.  Exports of products are valued free-on-board (FOB) at the Australian port of shipment.  Exports of services are valued at the transaction price.

Government Sales

For SPIDA performance purposes, ‘Sales to Commonwealth, State, Territory and local Australian Governments’ comprise sales:

· of ICT products and services

· to the Commonwealth, State, Territory and local governments

· including:

· sales to fully government-owned agencies (such as schools, Australia Post, Australian Bureau of Statistics, State Government-owned power utilities, etc.)

· excluding:

· sales to partially government-owned agencies (such as Telstra - except where part of a Commonwealth, State, Territory or local Government contract)

· sales to universities

· by companies selling to Government 

· directly, 

· as a sub-contractor, or 

· as a supplier to a reseller which is selling to Government directly or as a sub-contractor

Sales to the Commonwealth Department of Defence which have a direct military purpose and which are subject to the Australian Industry Involvement Program or its equivalent are excluded.  Other sales to the Department of Defence should be included.

Sales under a Commonwealth Government IT Outsourcing or Major Projects contract signed prior to 31 December 2000 and for which an associated contractual obligation for industry development activities exists, are also excluded.

Sales to carriers are not considered ‘sales to government’ except where they are directly related to products and services being provided by that carrier to government.  For example, where a new contract requires the building of a new network or additional ICT equipment.

Revenue from sales to government is the full contract price paid by the relevant organisation.  Where the contract price includes equipment/components and services provided by another company, either related/unrelated, SPIDA company or not, it is the responsibility of the final supplier to record and report the revenue as Government sales.

The final supplier may enter into an arrangement with a company providing the inputs of equipment/components and/or services in relation to carrying out industry development activities.  Any such arrangements should be discussed in advance with the Department.

Where suppliers are uncertain whether a particular sale involves ICT or constitutes a sale to Government for SPIDA purposes, they should consult the Department's Program Manager (see Appendix G).

ICT products and services

For SPIDA purposes, ICT products and services will be defined to be those ICT products and services and major office machines for which endorsement under DOFA’s Endorsed Supplier Arrangement is mandatory.

At 7 May 2001, the ESA website (http://www.dofa.gov.au/online/esa/index.html) provided the following guidance:

· Information Technology (IT): is a term that encompasses all aspects of managing and processing information.  It encompasses the use of hardware and software to create, store, retrieve, transfer, display and use data.

· Hardware: Tangible, physical items such as personal computers, hard disks, keyboards, monitors and servers.  Communications hardware includes modems, cables, and ports.

· Software: Programs that provide instructions on how an electronic device will operate. Examples of software include operating systems, word processors, spreadsheets and databases.

· IT services: Providing advice, analysis, development and support of IT infrastructure.  These services include IT strategic planning, design and development of applications or networks and maintenance of IT facilities.

· Major Office Machines (MOM): Printers, photocopiers, faxes, and electronic whiteboards.

For SPIDA industry development activity purposes, digital content specifically developed for the Internet or other multi-media formats is considered to be "ICT related".

The Department should be contacted if any clarification is required.

Imports

The duty paid market value of goods and services of overseas origin (other than New Zealand) incorporated into the goods and/or services.

Industrial Supplies Office (ISO)

See Appendix C.

Invest Australia

See Appendix C.

Re-exports

Goods, materials or articles originally imported into Australia which are exported in the same condition or after undergoing minor repair or minor alteration.

Regional

For SPIDA purposes (other than in regard to RHQ functions), "regional" is defined to mean all areas outside of the capital cities, except for Darwin and Hobart.
Regional Activities

For SPIDA purposes, industry development activities reported against a company's SPIDA will be considered to be "regional activities" if they have been undertaken in areas outside of the capital cities, except for Darwin and Hobart. 

Regional Headquarters (RHQ)

An RHQ is the centre controlling, or responsible for, an international group’s operations in a geographical region, such as the Asia Pacific.  An RHQ may be an intermediate holding company for the international group’s investments in regional operating companies, providing high level management and treasury functions to the members of the regional subgroup.

For SPIDA purposes, an entity that provides services (eg technical support, R&D, training, call centre functions, finance and accounts) to other members of the group or customers globally or in the region outside Australia, will be accepted as an RHQ.  An international group may have a number of such RHQs in a region, each providing a different service to the other members of the group.  One RHQ may be the intermediate holding company providing financial accounting services.  Another may provide high level technical support services, a third may be a regional training centre.

Research and Development  (R&D)

Please Note:  The definition of R&D activities under the SPIDA Program is different to the eligibility criteria used by the Industry Research and Development (IR&D) Board for taxation purposes.  

R&D is systematic investigation or experimentation involving innovation or technical risk, the outcome of which is new knowledge (whether or not that knowledge will have a specific practical application) or new or improved materials, products, devices, processes or services.

In these terms, the elements of research and development are:

(a) basic research, namely, experimental or theoretical work undertaken primarily to acquire new knowledge of the underlying foundations of phenomena and observable facts, without any particular application or use in view;

(b) applied research, namely, work undertaken for the advancement of knowledge with a specific practical application in view;  and

(c) experimental development, namely, systematic work using the results of basic or applied research and/or practical experience for the purpose of creating new, or improving existing materials, devices, products, processes or services.

Technical risk refers to the principle of uncertainty, that is, it requires that the probability of obtaining a given technical outcome cannot be known or determined with certainty, on the basis of current knowledge or experience, in advance.

The following activities may be included where they are undertaken directly in support of activities described in paragraphs (a), (b) or (c) above:

· Industrial design

· Mathematical design

· Production engineering

· Operations research

· Mathematical modelling and analysis

· Computer software development

· Multimedia business, e-commerce and consumer services

· Content development for the Internet.

Within the broader definition, R&D for SPIDA purposes it is intended to include, but not be limited to, the following:

(a) the design, construction and operation of prototypes where the primary objective is technical testing or to make technical improvements;

(b) construction and operation of pilot plants not operated or intended to be operated as commercial production units;

(c) feedback R&D directed at problem solving beyond the R&D phase, eg technical problems arising during initial production runs;

(d) development of computer software and multimedia ‘content’ which is in the nature of products intended for sale, rent, licence, hire or lease to multiple clients;  and

(e) development of methodologies for business re-engineering, systems integration, and other processes where they are intended to form an integral part of the services sold by the company.

Activities specifically excluded are:

(a) market research, testing or development, and sales promotion, including consumer surveys and advertising;

(b) routine quality control and routine testing of materials, devices or products, except where such activities are part of the R&D process;

(c) pre-production activities such as planning or demonstration of commercial viability, tooling up, trial and production runs;

(d) the commercial production of a new or improved material, device or product or the commercial use of a new or improved process;

(e) cosmetic modifications or stylistic changes to existing commercial products, processes, production lines/methods, or other ongoing operations;

(f) routine data collection, except where such activities are part of the R&D process;

(g) routine computer programming or in-house computer software development not otherwise associated with an R&D activity in paragraph 2(a), (b) or (c);

(h) preparation for teaching;

(i) the commercial, legal and administrative aspects of patenting, copyrighting or licensing activities;

(j) standardisation and standards compliance;

(k) management studies and efficiency surveys;

(l) any duplication or reproduction of existing commercial products or processes;  and

(m) problem solving beyond initial production runs, such as that provided by regional customer and technical service centres.

The eligibility of software research and development which forms part of another research and development project will generally be dependent on the eligibility of the project of which it forms a part.

Applications development work undertaken for a single client, and the routine adaptation of an existing software product to meet the needs of a particular client, will generally be excluded.

SME (Small to Medium sized Enterprise)

An SME is any company incorporated in Australia or New Zealand which:

(a) together with its Related Bodies Corporate and parent entities has an average aggregate annual revenue over the last four financial years of less than AUD 250 million; or

(b) has:

(i) an average annual revenue over the last four financial years of less than AUD 250 million; and

(ii) together with its Related Bodies Corporate and parent entities, an average aggregate annual revenue over the  last four financial years of more than AUD 250 million; and

(iii) as its ultimate holding company a venture capital organisation.

Small-to-Medium size Enterprise Australian Value Added (SMEAVA)

SMEAVA means the AVA of that part of the contract to be supplied by SMEs.

Technology Transfer

The transfer of specialised technical knowledge relating to proprietary processes or products to an Australian subsidiary or third party company or to a Government agency or institution which is not available in Australia on normal commercial terms.

The transfer of knowledge may refer to the physical relocation of goods and covers physical items such as tooling, materials, components, equipment, blueprints and detailed design specifications.  Or it may refer to the transfer of information that must be absorbed by the firm if physical objects are to be utilised effectively (eg: it may relate to methods of organisation and operation, quality control and other manufacturing procedures).

Acquisition of the technology may involve consultation with the technology supplier, supervision of plant installation and design, demonstration of operating procedures and/or on-the-job training of a company’s workforce.

APPENDIX B

Examples of Eligible SPIDA Activities

See also Section 5 (Evaluation of Eligible Activities) and Appendix A (Definitions) of the SPIDA Guidelines.

Area
Sub-category
Qualifications
Examples

R&D
Direct R&D expenditure
· ICT-related

· undertaken in Australia

· undertaken by or on behalf of, or in collaboration with, the SPIDA company

· the company must bear that portion of the risk associated with its claimed contribution

· involves innovation and technical risk

· initiated or substantially supported by the Partner

· associated with globally oriented and/or internationally competitive activities

· Receipt of Government assistance for a particular business activity does not of itself disqualify that activity from consideration as a SPIDA activity.  However, claimed amounts should be net of any Government funding contributions.
· Includes: 

· basic and applied research and experimental development

· R&D to develop new products/services for global use &/or sale or distribution to multiple clients by the company, (eg)

· establishment or involvement in ICT Research Centres of Excellence

· collaborative R&D projects undertaken with Australian educational and research institutions

· contributions and sponsorships provided to establish and/or operate R&D Labs at Tertiary Educational & research Institutions (eg Universities, ICT CoE, etc) to be used for R&D activities

· contributions to ICT related CRCs

· standards development-related costs incurred by employees of the company’s Australian operations to represent Australia’s interests in international ICT fora (eg ITU)

· memberships, scholarships, contributions to (in-kind or financial), and costs of participating in, SEA

· Excludes:

· adaptation or development of existing technologies, products, services, hardware and/or software solely for the Australian market

· cosmetic or stylistic modifications

· design, development and/or adaptation of a product or service for a single client

· market research, testing or development

· pre-production activities

· routine software development to meet the company’s own business needs

· intellectual property-related legal, commercial and administrative costs

· intellectual property, which is not commercially available but has been provided in relation to the R&D, is not eligible as a cost of R&D.  It may, however, be recognised under the technology transfer category  (see Section 5.10).

· royalties paid by the Partner to an Australian third party company, agency or institution with respect to the export sales of the products of R&D should be valued and reported as an export of a service  (see Section 5.3).

· facilitation expenses



Australian Exports
Direct
· ICT products and services which incorporate a substantial level of technology

· products and services produced in Australia by, or on behalf of, the SPIDA company


· Includes:

· AVA of exports and re-exports

· where AVA>= 70%, 100% export value is eligible

· where sourced from regional areas AND AVA>= 60%, 100% export value is eligible

· exports to NZ

· may include royalties paid by the Partner to an Australian third party company, agency or institution with respect to the export sales of the products of R&D.

· RHQ services exported, eg

· technical support

· data communications and hubbing

· professional ICT services (eg planning, design and development, systems implementation, facilities and systems management, systems integration, education and training, and consulting services)

· finance/accounting and other management and control services provided to related overseas companies/offices

· RHQ services exported where no specific export revenues are recognisable

· that proportion of operating/running costs attributable to providing RHQ functions to overseas clients or company offices may be claimed (this is the equivalent of exports for those companies which don't receive export recognition), eg

· salaries;

· ICT running costs;

· building maintenance

· costs of maintaining a high, and leading edge skill levels of RHQ technical staff

· proportion of costs of regional company conferences resulting from overseas participants

· Excludes:

· operational costs for which export revenue is being claimed

· Excludes:

· un-improved re-exports

· RHQ operational costs attributable to servicing Australian operations

· RHQ services exported but for which operating costs have been claimed elsewhere (eg under Strategic Investment (RHQ))

· vendor finance provided to overseas clients



Australian Exports
Facilitated - non-SMEs
· ICT-related products and services produced in Australia which were exported by a company other than the SPIDA company or an Australian SME which:

· incorporate a substantial level of technology;  and which 

· have been facilitated by the SPIDA company

· Must be able to demonstrate that the SPIDA company was instrumental in achieving the export contract.


· Includes:

· AVA of the facilitated exports and re-exports

· where AVA>= 70%, 100% export value is eligible

· where effectively sourced from regional areas AND AVA>= 60%, 100% export value is eligible

· Excludes:

· un-improved re-exports

· exports being claimed by another SPIDA company

· exports by an Australian SME (to be reported elsewhere)

· exports by the SPIDA company (to be reported elsewhere)

· exports more than two years after the initial contract is achieved



Australian exports
Facilitated exports - Australian SMEs
· ICT-related products and services produced in Australia and exported by majority Australian-owned or controlled SMEs which:

· incorporate a substantial level of technology;  and which 

· have been facilitated by the SPIDA company

· must be able to demonstrate that the SPIDA company was instrumental in achieving the exports contract


· Includes:

· AVA of the facilitated exports and re-exports.

· Where AVA>= 70%, 100% export value is eligible

· Where effectively sourced from regional areas AND AVA>= 60%, 100% export value is eligible

· local sourcing of components for SPIDA company's overseas operations

· exports which are jointly marketed overseas by the SME and the SPIDA company

· exports for which the SPIDA company is eligible to claim SME Alliance assistance costs (see above)

· Excludes:

· un-improved re-exports

· exports in which the SPIDA company no longer plays an instrumental role



Investment
Strategic Investment in Partner company's operations
· To develop strategic ICT-related capabilities and/or generate exports in the traded goods and services sector

· Should form part of the Partner’s international strategy for product development and marketing.

· May be amortised over 3 to 5 years


· Includes:

· New capital investment in manufacturing, R&D, training and service etc facilities and infrastructure where it is intended to lead to the establishment of world standard facilities/capabilities intended to address international markets

· acquisition of another Australian ICT company that will result in major expansion of the operations of that company within Australia and its output is primarily globally focussed

· to be discussed in advance with DoCITA

· can claim % ID activities of that company
NB  % Gvt sales would also need to be included

· Excludes:

· acquisitions of Australian companies where operations are to be moved substantially off-shore or ceased and/or where no major expansion/capital injection

· RHQ investments

· Strategic and venture capital investments in other companies

· new capital investment in facilities and infrastructure intended to supply predominantly the Australian market



Investment
Strategic Investment in RHQ
· RHQ must be intended to service countries outside Australia in short term

· It must also be intended that at least 25% of the services to be provided will be focussed on servicing overseas customers in the medium term (2 to 3 years).

· May be amortised over 3 to 5 years


· Includes:

· New capital investment in RHQ facilities

· Capital costs of establishing, developing or expanding RHQ, eg

· building construction or lease

· ICT infrastructure establishment or development costs

· Salaries paid to staff engaged in RHQ activities

· Excludes:

· RHQ and manufacturing plant operating costs (other than salaries)

· capital expenditure in RHQ facilities which are not intended in the medium term for >25% operations to be externally focussed



Investment
Strategic Investment in other companies’ Australian operations
· in SME and other companies

· To develop strategic ICT-related capabilities and/or generate exports in the traded goods and services sector

· Should form part of the Partner’s international strategy for product development and marketing.

· May be amortised over 3-5 years


· Includes:

· New capital investment in manufacturing, R&D, and service etc facilities and infrastructure where it is intended to lead to the establishment of world standard facilities/capabilities intended to address international markets

· non-controlling equity

· “soft” loans may be recognised

· Excludes:

· Strategic investments in the SPIDA company's Australian operations

· Venture capital investments

· "in-kind" investments or the provision of equipment



Investment
Venture Capital Investments
· into Australian SMEs directly or through investment vehicles such as Venture Capital Funds (VCF), incubators,  pre-seed funds, etc

· for development and commercialisation of innovative, globally focussed and internationally competitive ICT products and/or services


· Includes:

· seed, start-up or later stage investments for (eg):

· product development

· commercialisation

· establishment of overseas markets and sales networks

· investments in ICT VC funds, whether established solely for the SPIDA company or as an aggregating fund for a number of investors

· eg IIF

· investments to develop SME’s operations in Australia

· investments in or through ICT incubators (including BITS incubators)

· related investment management costs

· Excludes:

· investments that will actually or are likely to lead to the loss of strategic operations from Australia



SME Alliances
Assistance provided - development, commercialisation and export assistance
· to develop internationally competitive ICT-related technology, products or services with a substantial level of technology

· to majority Australian-owned or controlled SMEs
· Includes:

· costs of facilitating SME exports and new overseas market development, where the SPIDA company’s assistance is instrumental in achieving the exports, eg

· introductions to potential overseas customers or collaborators, including overseas offices of the SPIDA company

· negotiations with overseas office to facilitate product bundling or joint marketing

· sponsoring attendance at relevant overseas trade exhibitions or conferences

· marketing assistance

· cost of assistance provided to SMEs to develop and/or commercialise their ICT product/service to global standards for global markets, eg

· management or Board support

· support to assist the SME to acquire business management skills; 

· business mentoring; 

· quality testing or accreditation; 

· patent protection; 

· technical assistance; 

· financial assistance; 

· provision of access to (eg) hardware, software, technical services, etc needed to develop the product or service; 

· etc

· assistance to enable involvement in international ICT standards development processes

· bearing the risk for overseas contracts won by an Australian SME

· provision or sponsoring of training for Australian ICT SMEs (eg in association with the BITS Incubator Program or through a strategic alliance) in the commercialisation, marketing and export of products, or to develop investment and alliance readiness

· NB  Such training must be focussed on assisting the SME to export its products and/or services.

· Excludes:

· normal business costs incurred in working with Australian re-sellers

· technology transfers (may be reported elsewhere)



SME Alliances
Import replacement
· only in limited and specified circumstances

· applies only to ICT-related technology, products and services which incorporate a substantial level of technology

· AVA of Australian ICT-related inputs to the SPIDA company's Australian operations

· 100% ICT-related input costs may be claimed where AVA > 70%.

· 100% ICT-related input costs may be claimed where AVA > 60% and inputs are produced in regional areas.
· Includes:

· locally sourced ICT-related inputs to the SPIDA Partner's manufacturing operation which produces significant exports

· locally sourced ICT-related inputs to the SPIDA Partner's manufacturing operations which are aimed at serving the Australian market if it is clear that the intention is to ramp-up production and to generate exports in the short term

· locally sourced ICT-related inputs where the SPIDA company has formally agreed to act as a reference site for the local supplier for potential Australian and overseas customers

· locally sourced ICT-related inputs where Australia is a test market and it is intended that the SME’s service or product be taken to export within 12-18 months

· Excludes:

· import replacement or local sourcing of non-ICT and/or low tech products and services

· Australian inputs to the company's overseas operations

· all other import replacement activities



Technology transfer
To SMEs
· Transfer of specialised technical knowledge (eg proprietary, non-proprietary and intellectual property or information) relating to processes or products which are not available to the recipient on normal commercial terms


· Includes:

· assistance given to SMEs to develop their products to meet international and globally competitive technical and quality standards, eg:

· patents, licences, software, technical data packs, process instructions and continuing access to current overseas expertise and data

· equipment and resources

· may include Intellectual property, which has been provided in relation to R&D claimed under SPIDA but which is itself not eligible under SPIDA as a cost of R&D.

· Excludes:

· transfer of skills and up-dating of technical knowledge from Head Office to SPIDA company staff that are integral to the company’s core business (eg are related to new or updated products)

· technology transfers to non-SME companies, organisations, etc



Technology Transfer
Other than to SMEs
· transfer of specialised technical knowledge (eg proprietary, non-proprietary and intellectual property or information) relating to processes or products which are not available to the recipient on normal commercial terms


· Includes:

· patents, licences, software, technical data packs, process instructions and continuing access to current overseas expertise and data

· equipment and resources

· may include Intellectual property, which has been provided in relation to R&D claimed under SPIDA but which is itself not eligible under SPIDA as a cost of R&D.

· Excludes:

· transfer of skills and up-dating of technical knowledge from Head Office to SPIDA company staff that are integral to the company’s core business (eg are related to new or updated products)

· technology transfers to SMEs



Skills Development
Advanced ICT skills
· Advanced ICT skills not readily available in Australia

· must meet relevant Australian skills qualification standards where defined

· would generally involve formal course work

· must be delivered by appropriately qualified personnel from or on behalf of the SPIDA company

· must extend over a reasonable time
· Includes:

· costs incurred in disseminating or transferring these skills to the company’s staff in Australia, to the Australian ICT industry or to a Government agency

· provision of training in advanced techniques and tools through an Australian educational institution

· Excludes:

· basic vocational education and training (eg to undergraduate level) ICT skills

· training of the company’s own staff or local distributors in or through:

· staff rotations

· product familiarisation and support

· business, sales, marketing and management skills development which is a normal part of doing business



Skills Development
Identified ICT industry skills shortages
· Skills needed for a successful, internationally competitive and sustainable ICT industry in Australia

· In areas where there is an ICT industry skills shortage
· Includes:

· contributions and sponsorships provided to the industry Skills Exchange (established with Commonwealth Government funding)

· tertiary (graduate and post graduate) and high school ICT scholarships to encourage careers in ICT

· costs of work experience placements for postgraduate/undergraduate students within the industry during vacation periods

· contributions and sponsorships to be used to fund ICT teaching positions in (eg) Universities

· contributions (in kind or funding) to curriculum development and conduct of ITC-related courses

· expenses incurred in developing, supporting, mentoring and operating programs, including work experience, to develop ICT skills (for recognised qualification of world class standard) in Regional areas (eg salaries paid to trainees, admin costs, in-kind)

· sponsorship and expenses incurred in supporting or participating in ICT careers exhibitions, seminars, etc and other exercises aimed at encouraging children to stay at school and to lead them towards a career in ICT

· ICT training provided to the company's own staff, or to the staff of its local distributors, which will result in a qualification or skills which will be recognised widely by the global ICT industry

· Excludes:

· skills development activities aimed at ICT users (eg in using a financial, human resources, word processing, spreadsheet or data base packages), whether or not an employee of the company or one of its local distributors

· contributions (in kind or funding) provided to primary schools

· contributions (in kind or funding) to train teachers in the use of ICT as a teaching tool

· training of the company’s own staff or local distributors in or through:

· staff rotations

· product familiarisation

· product support

· business, sales, marketing and management skills development which is a normal part of doing business



APPENDIX C

4 Complementary Commonwealth Government Industry Development Policies and Programs

The Strategic Partnership Industry Development Agreements (SPIDA) Program complements a range of the Commonwealth Government's ICT industry development policies and programs.  Information about the following programs is included below:

· Purchasing Policy - Information Communications Technology (ICT)

· Endorsed Supplier Arrangements (ESA)

· Telecommunications Carrier Industry Development Plans

· Defence Sales
· Closer Economic Relations (CER)

· Innovation Action Plan: Backing Australia's Ability
· Invest Australia

· BITS  --  Building on IT Strengths

· AusIndustry

· Austrade

· Testing and Conformance Infrastructure Program (Test-IT)

· Software Engineering Australia (SEA)

· Technology Diffusion Program
· Department of Immigration and Multicultural Affairs

· Industrial Supplies Office (ISO)

The range of Commonwealth and State Government programs, including for the ICT industry, is listed in the publication, “Commonwealth and State Government Programs supporting Innovation in Firms” published in January 2001 by the Department of Industry, Science and Resources.

Website:
http://www.isr.gov.au/industry/innovation/programs.pdf 

Purchasing Policy - Information and Communications Technology (ICT)

Companies supplying ICT goods and services to the Commonwealth Government are required to demonstrate a track record of commitment to industry development activity in Australia.  This requirement is intended to support the Government’s objectives to:

· establish Australia’s credentials as a key player in global information industries, capitalising on opportunities for employment growth and expansion of export markets;  and

· ensure diffusion of the benefits of new information and communications technologies and related business practices throughout the economy, and thereby enhancing Australia’s productivity and ability to compete in global markets.

A new Industry Development Framework for Commonwealth Government purchasing of ICT products and services was released on 23 April 2001 in response to the Review of the Whole of Government Information Technology Outsourcing [ITO] Initiative (Humphry Review).  

Humphry Review:  http://www.finance.gov.au/humphryreview/index.html
ITO ID Framework:  http://www.dcita.gov.au/nsapi-graphics/?MIval=dca_dispdoc&ID=5782
Media Release: 
http://www.dcita.gov.au/cgi-bin/trap.pl?path=5663 

The new framework institutes a strategic approach to ICT industry development requirements imposed on prospective Commonwealth Government ICT suppliers, while retaining a focus on SMEs.  It will replace the separate requirements formerly imposed on Commonwealth Government IT Outsourcing, Major Projects and other ICT purchases.
ICT Industry development requirements are intended to:

· support growth in the Australian ICT industries;

· promote the international competitiveness of the Australian ICT industries through the creation of substantial opportunities for Australian IT companies, particularly small and medium sized enterprises (SMEs); and

· support employment growth and development in Regional Australia. 

Key features of the new framework include:

· all companies selling to the Commonwealth Government (including sub-contractors and companies supplying through a reseller) must obtain, and maintain, Endorsed Supplier Status (see ‘Endorsed Supplier Arrangements’ below);

· companies with aggregate sales to the Commonwealth Government greater than A$10 million per annum are also required to have a Strategic Partnership Industry Development Agreement (SPIDA) with the Government; and

· companies which win a Commonwealth Government contract with an ICT value greater than A$5 million will be required to:

· incorporate agreed levels of SME involvement and Australian content in the contract; and

· have a Strategic Partnership Industry Development Agreement.

Endorsed Supplier Arrangements (ESA)

The Endorsed Supplier Arrangement (ESA) is a system for pre-qualifying suppliers in the Information Technology (IT), Major Office Machines, Commercial Office Furniture and Auctioneering industries to sell to the Commonwealth Government.

The Department of Finance and Administration manages the ESA program.

To be granted Endorsed Supplier Status companies must satisfy the following criteria: 

· Financial viability; 

· Favourable referee reports (a successful track record to deliver); 

· Product and service compliance with the agreed industry standards; 

· Compliance with certain Commonwealth Government policies;

· Agreement and adherence to the Endorsement rules;

· An appropriately signed Head Agreement (for suppliers of ICT and Major Office Machines (MOM) only); and

· Industry development (for suppliers of ICT and Major Office Machines only).

The scope of IT includes (but is not be limited to): 

· Hardware: tangible, physical items such as personal computers, hard disks, keyboards, monitors and servers.  Communications hardware includes modems, cables, and ports; 

· Software: programs that provide instructions on how an electronic device will operate. Examples of software include operating systems, word processors, spreadsheets and databases; 

· IT services: providing advice, analysis, development and support of IT infrastructure.  These services include IT strategic planning, design and development of applications or networks and maintenance of IT facilities; and 

· Major Office Machines (MOM): Printers, photocopiers, faxes, and electronic whiteboards. 

Use of ESA suppliers for the procurement of ICT products and services is mandatory for Commonwealth Financial Management and Accountability Act 1997 (FMA Act) agencies.  This recognises the commitment of these companies, through their compliance with the ESA, to the development of the ICT industry in Australia.  Under the ESA, companies are required to commit themselves to undertaking significant long-term value-adding, ICT related activities in Australia.

The Department of Communications, Information Technology and the Arts (DoCITA) is responsible for assessing compliance with the ESA’s ICT industry development requirements.  This criterion looks at the significant long-term value-adding activities being undertaken in Australia by local and foreign-owned businesses.  Many companies demonstrate their compliance through participation in the SPIDA Program.

Companies looking to commence ICT business with the Government should discuss the options available to them for meeting the industry development requirements of the ESA with DoCITA.

Contact:
Manager,  ESA(ID),  DoCITA

Phone:
(02) 6271 1749

email:
esateam@dcita.gov.au

Web site: 
ESA:
http://www.dofa.gov.au/online/esa/index.html

DoCITA:
http://www.dcita.gov.au
Telecommunications Carrier Industry Development Plans

The Telecommunications Act 1997 requires carriers to implement and maintain an approved industry development plan (IDP).  The principal goal of the IDP arrangements is to assist development of the Australian telecommunications industry by encouraging carriers to undertake activities which contribute to the growth of the industry.  IDPs include details of the carrier's:

· strategic commercial relationships with Australian and multinational companies;

· research and development activities;

· export development plans;

· arrangements aimed at encouraging employment in industries involved in the manufacture, development or supply of telecommunications facilities;  and

· activities relating to the supply of equipment for people with disabilities.

Contact:
Manager,  ICT Industry Development Plans,  
Alliance Programs Section,  DoCITA

Phone:
(02) 6271 1710

e-mail:
graeme.cameron@dcita.gov.au

Web site:
http://www.dcita.gov.au

follow the Information Technology / Communications Industry Development links.

Defence Sales

Acquisitions by the Department of Defence of militarily significant capital equipment or logistics services (ie which are not of a general use nature) are subject to the Australian Industry Involvement (AII) Program and are excluded from sales to Government under the SPIDA Program.  Activities under the AII Program, including local content and strategic industry development activities, would not normally be recognised as a SPIDA activity.  All other ICT sales to Defence are relevant to the SPIDA Program.  Any activity which is accepted as a SPIDA activity would not normally be considered as an eligible AII Program activity.

Closer Economic Relations (CER)

The Australian and New Zealand Closer Economic Relations Trade Agreement (known as ANZCERTA or CER) entered into force in 1983.  Its objectives are:

· To strengthen the broader relationship between Australia and New Zealand;

· To develop closer economic relations between Australia and New Zealand;

· To eliminate barriers to trade between Australia and New Zealand;  and

· To develop trade between Australia and New Zealand under conditions of fair competition.

CER is now one of the most comprehensive bilateral free trade agreements in existence, and the first to include free trade in services.  It fully conforms to the requirements of Article XXIV of the GATT, now superseded by the WTO Agreement.

New Zealand is also a signatory to the Government Procurement Agreement.  New Zealand firms are able to seek Endorsed Supplier status.

Innovation Action Plan:  Backing Australia's Ability

The Government’s Innovation Action Plan, Backing Australia’s Ability (http://www.innovation.gov.au/iap/Policy_Launch/index.html ), was released by Prime Minister John Howard on 29 January 2001.

Backing Australia’s Ability recognises the important role that information and communications technologies (ICT) play in the economic and social fabric of Australia.  These technologies are key drivers of the information economy, the spawning of new businesses, the transformation of established industries and the creation of new jobs.

The ICT centrepiece of Backing Australia’s Ability is the allocation of $129.5 million to establish a world class ICT Centre of Excellence.  This Centre will build a critical mass of ICT research capacity in Australia and provide a focus around which international research and commercial activity will cluster.  The National Office for the Information Economy (NOIE) has carriage of this initiative.

Backing Australia’s Ability includes a range of other important measures designed to support research and development in the public and private sectors, to increase the ability of Australian business to commercialise the research achievements and to increase the availability of ICT skills.

Website:
Action Plan:
http://www.innovation.gov.au/iap/index.html 


NOIE:  http://www.noie.gov.au/projects/IndDev/innovation/index.htm 

Invest Australia

Invest Australia is the Commonwealth Government’s agency for promoting and facilitating new investment in Australia.  With offices around the world, Invest Australia assists companies seeking to establish or invest in Australia, by:

· providing market information and advice on establishment and key operating costs; 

· providing assistance and facilitating feasibility studies and the establishment of major projects, regional headquarters and operating centres in Australia;

· finding the right joint venture partner or strategically; and

· identifying the right Federal, State, Territory or local Government contacts.

Invest Australia can provide useful cost comparisons with other Asian locations and information on Australia’s competitive strengths (eg as an advanced R&D location).

In addition, Invest Australia administers specific assistance measures, including:

· The Major Projects Facilitation (MPF) service assists firms through Government approvals at all levels quickly and efficiently.  Companies can apply to the Minister for Industry, Science and Resources for MPF status if their project has total capital expenditure over $50 million, if they can demonstrate commercial capability and readiness, and if the project needs Australian Government approval to progress.

· The Feasibility Study Fund provides financial assistance, in conjunction with State and Territory Governments, to eligible companies to undertake pre-feasibility or feasibility studies into major investments.

· The Regional Headquarters (RHQ) Program provides high level assistance to international corporations to facilitate the establishment of Australia as the RHQ for their Asia Pacific operations.  Companies granted a RHQ Immigration Agreement have access to streamlined immigration processing.

The Strategic Investor Coordinator, Mr Fergus Ryan, is the Prime Minister's representative on investment promotion and facilitation.  His role includes fast tracking Government approval processes for selected major projects, and advising the Government on the provision of incentives for particular projects and on policies to increase Australia's attractiveness as an investment location.

Web site:
http://www.investaustralia.gov.au
Contact:
National Investment Response Centre

Freecall:
1800 623 261

Phone:
(02) 9397 1600

e-mail:
nirc@isr.gov.au

BITS  --  Building on IT Strengths

The Commonwealth Government has committed $158 million over five years from the sale of Telstra shares to establish the BITS Program.  Administered by the Department of Communications, Information Technology and the Arts, BITS will promote innovation and commercial success in the Australian information industry by encouraging new high technology firm creation and growth.

· $78 million will be used to develop incubator centres for small to medium sized ICT enterprises in each mainland State and Territory.  Ten Incubator Centres have been funded.  They will provide seed funding, support and information to new and growing firms.

· $40 million will be available nationally to fund advanced networks, test-beds, and experimental networks.  Three projects have been selected for funding.  These projects will stimulate the development and implementation of leading edge network infrastructure and applications in Australia.

· $40 million has been allocated to Tasmania for the "Intelligent Island" Program to further develop an internationally competitive ICT sector.  Initiatives funded under the Program will include an IT incubator, a Centre for Excellence, support for education and training and investment attraction.

Web site:
http://www.dcita.gov.au/bits 

Contact:
Incubators and Intelligent Island – Ian James,  Phone (02) 6271 1744


Advanced Network Program –  Phil Flaherty,  Phone (02) 6271 1799

AusIndustry

An agency of the Department of Industry, Science and Resources (ISR), AusIndustry is the Commonwealth Government's central point for business assistance and information.  It delivers a range of programs designed to help Australian businesses become more innovative and internationally competitive.  The programs administered are delivered in the form of a range of commercial incentives including grants, loans, tax concessions, rebates.

Website:
http://www.ausindustry.gov.au
The programs and services cover five broad areas: innovation, venture capital, information services, general industry incentives, and industry specific incentives.  Examples of the first three are:

Innovation

· The R&D Start Program is a competitive, merit-based program which supports businesses to undertake research and development and related activities through a range of grants and loans. 

· The R&D Tax Concession allows Australian companies that are registered research agencies ,to deduct up to 125% of qualifying expenditure incurred on R&D activities, when lodging their corporate tax return.  

· Cooperative Research Centres (CRCs) are long-term national and international collaborative ventures between universities, Commonwealth and State Government agencies and industry.  The CRC Program aims to enhance capture of the benefits of research through the strengthening of links between researchers and the users of research.  

Web site:
http://www.crc.gov.au
Venture Capital

· Commercialising Emerging Technologies (COMET) is a program designed to increase the commercialisation of innovative products, processes and services.  It provides individuals, early-stage growth firms, and spin-off companies with a tailored package of support to improve their potential for successful commercialisation.  

· The Pooled Development Funds (PDF) Program is designed to increase the supply of equity capital for small and medium-sized enterprises (SMEs).  The PDF program provides opportunities for venture capitalists, SMEs and investors.

Information Services

· The Business Information Service (BIS) is the Australian Government's Business Entry Point.  The BIS is designed to provide small business and business advisers with 24 hour access to information and online services from Federal, State, Territory and local governments in Australia as well as a number of industry and business associations.

Website:
http://www.business.gov.au 
· The Hotline is an information and referral service to facilitate small business dealing with all levels of Government.

Contact:
phone (24 hours a day):  13 28 46
e-mail:
hotline@ausindustry.gov.au
Austrade

Austrade assists Australian companies to win export business and facilitates investment.  With offices in 108 cities in 63 countries, Austrade is able to provide overseas market information and contacts, and advice on how to build a presence in these markets.  It can also assist with decisions on whether to use e-commerce, coordinates Australian national stands at international trade exhibitions, and administers the $150m per annum export market development grants (EMDG) scheme.  The scheme is designed to encourage small to medium sized Australian businesses to develop export markets.  EMDG reimburses up to 50% of eligible export promotion expenses, less the first $15,000.

The "Australia on Display" section of Austrade's website provides a database of 

export-ready Australian companies.

Web site:
http://www.austrade.gov.au
Contact:
Export Hotline:
13 28 78
e-mail:
hotline.internet@austrade.gov.au"

Testing and Conformance Infrastructure Program (Test-IT)

The Testing and Conformance Infrastructure Program (Test-IT) is an industry development program.  Its objective is to increase the competitiveness of Australian businesses in the information technology and communications industries, especially SMEs.

Test-IT primarily provides grants to encourage Australian organisations to invest in the infrastructure necessary to provide the trialling, demonstration and conformance testing capabilities.  Where domestic testing capabilities are missing, or when it can be shown that new testing requirements are emerging and there is no capability yet in place, Test-IT will provide grants to accelerate the introduction of the needed facilities and associated services.

Test-IT can also provide grants to help Australian firms gain access to essential testing facilities which are not available in Australia, and to help Australian industry to keep abreast of, and influence, emerging standards and plan for their early and widespread adoption in Australia.

Test-IT was announced by the Prime Minister in the Investing for Growth policy statement, in December 1997.

Web site:
http://www.dcita.gov.au/test-it/
Contact:
Roger Purcell

Manager, Technology Programs

Innovation and Diffusion Section

Department of Communications, Information Technology and the Arts

Phone:
(02) 6271 1793

SOFTWARE ENGINEERING AUSTRALIA (SEA)
The mission of Software Engineering Australia (SEA) is to raise the awareness and use of technology and processes to improve the quality of software development and acquisition in Australia.  To deliver its services to the Australian software industry, SEA operates a national network of resource centres - one in each state capital city and the ACT.  SEA aims to increase the competitiveness and technological sophistication of the Australian software industry.

SEA is supported by a grant from the Software Engineering Quality Centres Program (SEQC), administered by DoCITA.

Web site:
http://www.seanational.com.au
Contact:
Ron Davenport

Regional Manager - ACT

Software Engineering Australia

Phone:
(02) 6242-6333

Fax:
(02) 6242-6233

E-mail:
ron.davenport@seanational.com.au
Technology Diffusion Program

The Technology Diffusion Program is a discretionary competitive grants program comprised of three elements: Technology Alliances, Technology Transfer and Online Business.  It is designed to assist industry and researchers to access and adopt new and leading edge technologies developed in Australia and overseas.  By promoting innovation, the Program will help Australian industry to become more competitive.

The Program commenced on 1 July 1998 and will run until June 2002.  Over this period about $108 million will be provided.  The value for 2000-2001 - $15.258 million.

· International Activities - Technology Alliances  --  This element of the Program contributes to the non-research costs (eg travel and living expenses) of, for example: 

Researchers and industry undertaking international collaborative research with commercial potential;

International collaborative research projects which support inter-governmental agreements and industry development priorities;  and

International show-casing of Australian science and technology capabilities.

By identifying opportunities for technology diffusion and industry innovation flowing from Australia's involvement in global science and technology, technology alliances enable better links to be forged between industry, the Australian research community and the international science and technology community.

Contact:
International Science & Technology Branch
Department of Industry Science & Resources 
GPO Box 9839,   Canberra,   ACT   2601
e-mail:
Internat_science@isr.gov.au

· National Activities - Technology Transfer  -- This element of the Program seeks to improve access for Australian industries to the best available technology.  Typical projects are technology networks or demonstration and awareness activities designed to facilitate the uptake of new processes and technologies, particularly by small to medium enterprises.  Technology Transfer also supports feasibility studies on diffusion projects.  Funds are provided to organisations on a matching basis.

Contact:
Advanced Manufacturing Section
Department of Industry Science and Resources
GPO Box 9839,   Canberra,   ACT   2601
fax:
(02) 6213 7618

Web site:
http://www.isr.gov.au/industry/tdp/index.html 

Department of Immigration and Multicultural Affairs

The Department of Immigration and Multicultural Affairs (DIMA) can assist Australian and overseas-based employers fill skilled positions with overseas employees on a permanent and temporary basis.  A summary of these arrangements is provided below.
Regional Headquarter Agreement (RHQ)

The RHQ Agreement provides streamlined immigration procedures for permanent and long stay business visas for key expatriate employees of the company who are essential to the establishment and management of Australian-based, regional operations.  Streamlined arrangements provide:

· Flexible provisions for the company to specify the number of positions they wish to fill on a permanent or temporary basis; and 

· Guaranteed facilitation by DIMA, and priority processing of visa applications from key personnel and their families.

Decisions for RHQ status are made in consultation with the Department of Industry, Science and Resources (DISR).

Web site:
http://www.immi.gov.au/allforms/emp-rhq.htm
Labour Agreements

Labour Agreements enable Australian employers to recruit a specified number of workers from overseas in response to identified or emerging labour market (or skill) shortages in the Australian labour market.  They are formal arrangements negotiated between the Commonwealth Government (represented by DIMA and the Department of Employment, Workplace Relations and Small Business (DEWRSB)) and an employer or an industrial association.  Employees may come to Australia under a Labour Agreement on either a temporary or a permanent basis.  Instead of sponsoring each person individually, an employer or industry association may negotiate the entry of a number of people to fill a group of positions across a wide range of occupations.

Web site:
http://www.immi.gov.au/allforms/emp-la.htm
Temporary Business Entry

Business (Short Stay) 456

The Business (Short Stay) subclass 456 visa allows genuine business people to make a short visit of up to three months for business reasons.  This visa is available electronically in many countries in the form of an Electronic Travel Authority (ETA).  Information on the ETA is available from any Australian visa office overseas.

Web site:
http://www.immi.gov.au/business/sbta.htm
Business (Long Stay) 457

The Temporary Business (Long Stay) subclass 457 visa allows employers who seek skilled overseas personnel to sponsor visa applicants for up to four (4) years.  Australian employers must qualify as either a Standard Business Sponsor (SBS) or a Pre-Qualified Business Sponsor (PQBS).  Overseas-based businesses can also apply to sponsor employees to undertake work in Australia.  Once qualified, sponsors may nominate the position(s) to be filled which will be assessed as against minimum skill and salary thresholds.  These levels are specified in a Gazette Notice, which can be obtained from the nearest DIMA business centre or overseas post.

The minimum skill level is broadly commensurate with occupational groups 1-4 of the Australian Standard Classification of Occupations (ASCO 2nd edition) publication produced by the Australian Bureau of Statistics.  ICT occupations are generally found in ASCO ranges 1, 2 and 3.

The minimum salary level is roughly equivalent to the annual average salary for all Australians.  At 1 July 2001, this figure was AUD$34,075.  The minimum salary level represents gross salary and cannot include salary packaged items, such as superannuation, vehicles, bonuses or other allowances.  The Gazette Notice is liable to change, and those wishing to nominate a position should check the latest Gazette Notice for the current list of approvable positions and the minimum salary level.
Web site:
http://www.immi.gov.au/business/albe.htm
Further information

Details on the immigration initiatives for Innovation and the ICT industry are outlined in the DIMA publication, ICT in Focus.  A full copy of ICT in Focus is available on the DIMA website:

Website:
http://www.immi.gov.au/ict/index.html 

Further on immigration options for business can be obtained from any DIMA business centre.  Addresses for DIMA Business Centres are available at:

Contact:
http://www.immi.gov.au/business/bctitle.htm
Industrial Supplies Office (ISO)

The Industrial Supplies Office (ISO) is an independently managed non-profit organisation financially supported by State, Territory and Commonwealth governments to assist purchasers identify the supply capability of local manufacturers and service providers for the purposes of import replacement and export.

ISO exists in a network (http://www.iso.net.au/network.htm) covering Australia and New Zealand, and is staffed by experienced technical people with extensive knowledge of the capability and resources of local industry.

With offices in each State and Territory, ISO can help companies to find competitive local services to meet their procurement and project needs.

Web site:
http://www.iso.net.au 
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DRAFT

Strategic Partnership Industry Development Agreement  (SPIDA)

MEMORANDUM  OF  UNDERSTANDING

BETWEEN  THE

COMMONWEALTH  OF  AUSTRALIA

AND

……………………………

……………………………

(Company)

This Memorandum of Understanding (MoU) made on the ……….. day of ………… 200.., between (Company) ………………………………………………………………………… (hereinafter referred to as "the Company" of the first part) and the Commonwealth of Australia (hereinafter referred to as "the Commonwealth" of the other part).

[NB  Where this Agreement is to cover a number of related companies (see the Program Guidelines), each company should be listed here and should sign the MoU.]

WHEREAS:

A.
The Commonwealth desires to develop Australia's information and communications technology (ICT) industries by encouraging the Company to pursue fully commercial strategic business activities integral to the Company's global, regional and Australian corporate strategies;

B.
The Company wishes to undertake fully commercial strategic business activities in Australia as part of its global and regional business strategy;

C.
The Commonwealth has an Endorsed Supplier Arrangement and the company wishes to obtain the status of Endorsed Supplier as part of its business strategy;

D.
The Commonwealth and the Company have agreed to enter into this MoU on the terms and conditions set out below.

1. Definitions

1.1 In this MoU the following terms shall have the following meaning:

1.1.1 "Activity Plan" means the summary table of corporate and industry development forecasts for the Company's Strategic Partnership Industry Development Agreement as set out in Schedule 2 of this MoU, or as amended from time to time as agreed by the Company and the Department.

1.1.2 "Commonwealth" means the Commonwealth of Australia.

1.1.3 "Department" means the Department of Communications, Information Technology and the Arts, or the department administering the Strategic Partnership Industry Development Agreements (SPIDA) Program on behalf of the Commonwealth.

1.1.4 "Endorsed Supplier Arrangements" or "ESA" means the arrangement under which suppliers of ICT products and services to the Commonwealth receive Endorsed Supplier status.

1.1.5 "MoU" or "Memorandum" means this document as amended from time to time in accordance with clause 8.

1.1.6 "Program Guidelines" means the Program Guidelines for the Strategic Partnership Industry Development Agreements (SPIDA) Program as set out in Schedule 3 of this MoU, as amended from time to time and posted to the Department's website.

1.1.7 "Purchasing Agency" means a department or authority, statutory or otherwise, of a member of the Commonwealth, which is required to purchase ICT products and services.

1.1.8 "Strategic business activities" means the level and nature of industry development undertakings as agreed by the Company and the Department.

1.1.9 "Strategic Partnership Industry Development Agreement (SPIDA) means an agreement by the Company to undertake certain strategic business activities in Australia in return for which the Commonwealth agrees to recognise that the Company has met the Long Term Industry Development Activity criterion of the Endorsed Supplier Arrangement.

2. Duration and Scope of the Memorandum

2.1 This MoU will operate from the date of signing and will provide the basis for dealings between the Parties, unless terminated in accordance with subclause 6.3.

2.2 This MoU sets out the understanding between the Company and the Commonwealth in respect of access to the Commonwealth ICT market and the Company's strategic business activities in Australia.

2.3 The Company understands that any activities it undertakes will be subject to compliance with the laws and regulations of the appropriate governments in regard to the procurement and transfer of technology and the obtaining by the Company of all necessary consents and approvals from such governments.

3. Undertakings of the Company

3.1 The Company agrees to undertake the strategic business activities specified in Schedule 1 and Schedule 2 of this MoU, or as amended from time to time as a result of consultations between the Parties.

3.2 The Company undertakes to ensure that the strategic business activities included in Schedule 1 and in Schedule 2 are integral to the Company's Australian and worldwide business strategies.

3.3 The Company undertakes to maintain full records of its sales to government, as defined in the Program Guidelines, and will furnish the Commonwealth in writing with this information within 30 days upon request.

3.4 The Company undertakes to keep adequate records to verify reported strategic business activities in Australia and, if requested by the Department, to make them available for review by an accredited independent auditor, authorised and paid for by the Commonwealth.

3.5 Where the Company's SPIDA records are to be reviewed in accordance with subclause 3.5, the Company undertakes to make appropriate personnel available to assist the independent auditor in the review.

3.6 Where the Company achieves sales to the Commonwealth for more than the amount prescribed in the Program Guidelines, the Company agrees to provide verification of the reported strategic business activities in Australia, in accordance with the Program Guidelines.

3.7 The Company undertakes to submit to the Commonwealth, in accordance with the Program Guidelines, or as agreed between the Parties, a written annual report within four months of the end of the Company's financial year, or for another period agreed between the Parties.

3.8 The Company undertakes to submit its report under subclause 3.7 in the format specified in the Program Guidelines, or as agreed between the Parties.

4. Undertakings of the Commonwealth

4.1 In accordance with the Government's policy, the Commonwealth will use its best endeavours to continue to work: 

4.1.1 to enhance the Australian business and regulatory environment to one that is conducive to new investment and that promotes fair but strong competition;

4.1.2 to assist in the development of a supportive industry infrastructure, including availability of skilled ICT professionals;

4.1.3 to assist the Company to build its business case for new investments and mandates for Australia;

4.1.4 to actively support appropriate activities to promote or publicise significant industry development achievements;  and

4.1.5 to facilitate introductions to Australian SMEs.

4.2 The Commonwealth agrees to recognise that the Company has met the Long Term Industry Development Activity criterion of the Endorsed Supplier Arrangement.

4.3 The Commonwealth will use its best endeavours to encourage all Australian States and Territories to participate in the SPIDA Program and contribute to the Program's objectives.

4.4 The Commonwealth will use its best endeavours to appraise all Purchasing Agencies of the status afforded to the Company by virtue of this Memorandum. 

4.5 The Commonwealth undertakes to provide the Company with the opportunity to consult with officers of the Department on matters considered relevant to the SPIDA Program and this Memorandum.

5. Review

5.1 Subject to subclause 5.2, the Parties agree to review, at least annually and at a time and location to be agreed by the Parties, the performance by them of their respective undertakings under this Agreement.

5.2 Where the Commonwealth requests the Company to attend a review meeting at a time other than for a twelve month review period, the Company will comply with the Commonwealth’s request.

6. Compliance

6.1 Should the Company fail to meet its undertakings and be unable to satisfy the Commonwealth that the failure was beyond its reasonable control, the Commonwealth may, at its absolute discretion, terminate the MoU by notice in writing.

6.2 Before terminating the MoU, the Commonwealth must advise the company, in writing, that it considers that the company's performance is not in accordance with its undertakings, or that it is inadequate, and that the Commonwealth intends to terminate the MoU.

6.3 A notice under Subclause 6.2 must provide details of the performance that is not in accordance with the Company's undertakings, or that is inadequate.

6.4 A notice under Subclause 6.2 must give the company not less than 14 days notice of the Commonwealth's intention to terminate the MoU.

6.5 Where a company is able to satisfy the Commonwealth within the period specified in a notice under Subclause 6.2 that it is meeting its undertakings, or that the failure was beyond its reasonable control, the Commonwealth will cease termination action.

6.6 The Company acknowledges that if its MoU is terminated under subclause 6.1, the Company will lose its SPIDA status and will no longer be considered to meet the Long Term Industry Development Activity criterion of the Endorsed Supplier Arrangements.

6.7 The Company may seek the Department's agreement to revise its strategic business activities, in writing, at any time.

7. Confidentiality

7.1 Except where disclosure is required by law or at the direction of the Minister or Parliament, the Commonwealth will treat the following information as confidential:

7.1.1 the Company's SPIDA Business Plan, and any subsequent revisions; 

7.1.2 the Company's SPIDA Activity Plan, and any subsequent revisions; 

7.1.3 the Company's annual SPIDA reports; and 

7.1.4 any other information provided by the Company in relation to its SPIDA Agreement that the Commonwealth agrees to accept as confidential.

7.2 Annual reports will, however, be made available and/or may be discussed, on a restricted basis, with relevant Commonwealth, State and/or Territory Government officials.

8. Amendments

8.1 The Parties agree that any amendments to this MoU will be in writing and signed by both parties.

9. Limitation of Agreement

9.1 The Company understands that this MoU, and as it may be amended, expresses its own understanding with the Commonwealth and, as such, nothing in this MoU applies to any other person or has application to any matters which are not relevant to any of the agreed strategic business activities.

10. Legal Effect

10.1 Nothing in this MoU will create any binding legal obligation upon either Party.

11. Entire Agreement

11.1 The terms and conditions contained in the MoU constitute the entire agreement between the Parties in connection with the intention of the Company and shall supersede all previous communications, negotiations and arrangements, either oral or written, between the Parties with respect to the subject matter of this MoU.

12. Notices

12.1 Any notice to be given under this MoU is to be sent by registered post or fax:

12.1.1 In the case of the Company to:

12.1.2 In the case of the Commonwealth to:

The Secretary

Department of Communications, Information Technology and the Arts

GPO Box 2154

CANBERRA CITY   ACT   2601

AUSTRALIA

Attention:
General Manager


Information Technology Industry Development
Fax No:
(02) 6271 1779

or in each case to such other person or place of business as may be notified from time to time by either Party.

IN WITNESS WHEREOF, the Parties have agreed to the terms of this MoU on the day and year first above written.

Signed for and on behalf of the Commonwealth of Australia by:
…………………………………….

Minister of State for Communications, Information Technology and the Arts



in the presence of -

…………………………………..




OR

Signed for and on behalf of the Commonwealth of Australia by:
…………………………………….

General Manager,

IT Industry Development, Department of Communications, Information Technology and the Arts



in the presence of -

…………………………………..




AND

Signed for and on behalf of the Company by
…………………………………….

Managing Director for Australia



in the presence of -

…………………………………..




AND where appropriate

Signed for and on behalf of the Company by:
…………………………………….

Vice President



in the presence of -

…………………………………..




Strategic Partnership Industry Development Agreement  (SPIDA)

SCHEDULE  ONE

TO

THE  MEMORANDUM  OF  UNDERSTANDING

BETWEEN  THE

COMMONWEALTH  OF  AUSTRALIA

AND

………………….………  (COMPANY)

-  SPIDA  BUSINESS  PLAN  -

Schedule One to the Memorandum of Understanding 
between the Commonwealth of Australia and ……………………………. (Company).

-  SPIDA Business Plan  -

To be developed by the Company, in consultation with the Department of Communications, Information Technology and the Arts.

See the Program Guidelines for guidance on the information to be included, the format to be used, and the eligibility criteria for recognition of industry development activities under SPIDA.
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7 SUGGESTED Format for SPIDA BUSINESS PLANs

1.
Executive Summary

· Summary of the company's operations, key products/services, strategic focus, industry development activities in Australia, level of activity, …

2.
Company background and global operations

· History

· Philosophy

· Company organisation

· business units and reporting arrangements for worldwide operations, location and details of head office, regional head quarters and major manufacturing and R&D facilities, organisation chart (if available), etc

· Global operations

· main products and services, target markets, global revenues and number of employees for last three years, where most staff are employed, etc

· Australian operations

· role and main activities, key products and services, target markets, annual revenue, etc

· include details of any regional or global mandates conferred on Australia, for example for RHQ functions, R&D, manufacturing, export, marketing, etc

· level and nature of annual sales to Commonwealth, State and Territory governments (as defined in Appendix A of the Guidelines)

· by State/Territory: employment levels and locations of the company's offices, manufacturing and R&D facilities, etc

3.
Corporate Strategies

· Global and regional operational and future growth strategies, 

· and how existing or proposed Australian investments and activities are integral to these strategies.

· Australian strategy, including basis and expectations for domestic business growth (including sales to government), comparative advantages and ability to contribute to global corporate objectives, rationale for and overview of existing activities in Australia, etc

· Key strategic alliances

4.
SPIDA Strategy

· Details of the rationale and purpose of the proposed SPIDA strategy, relationships with other major export and R&D centres around the world, etc

· List proposed SPIDA industry development projects or activities

· and for each, provide some explanation of (eg) the activity's strategy, scope, expected market outcomes, measures and forecast SPIDA value of activities, etc.  

The SPIDA Guidelines detail the eligibility criteria for activities to be recognised under SPIDA.

Please address any relevant issues highlighted against the activity type in the main body of the Guidelines  (see Section 5, Evaluation of Eligible Activities).
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9 SPIDA Activity Plan

(Important: Please read notes at end before completing)

Company Name:


Corporate Data

reference year
Year 1
Year 2
Year 3

Company
Global

· Revenues (USD '000) 







· Employees






Australia
· Revenues (AUD '000) 







· Employees








AUD ‘000

Government
 sales

Commonwealth
· Departments







· 100% owned GBEs







· Schools, etc







· Sub-total














States and Territories
· Sub-total














Local
· Sub-total















· TOTAL





Summary of Proposed ICT Industry Development Activities



AUD ‘000

Category
Type
Description
reference year

Year 1
Year 2
Year 3

R&D

· Activity 1







· Activity 2







· TOTAL













Exports
Direct
· TOTAL














Facilitated
· SMEs







· non-SMEs







· TOTAL








AUD ‘000

Category
Type
Description
reference year

Year 1
Year 2
Year 3

Investment
Strategic
· in Partner's own operations







· in other companies' operations







· TOTAL














RHQ
· TOTAL














Venture Capital
· TOTAL













SME Alliances
Assistance provided
· TOTAL














Import replacement
· TOTAL













Technology Transfer

· SMEs







· Non-SMEs







· TOTAL













Skills Development
Advanced IT skills
· Sub-total






Identified IT skill shortages
· Sub-total







· TOTAL





NB
The shaded areas represent information that is optional and only required if readily available from the company.


If a company has difficulty with providing any of the information sought it should advise the Department and see if more limited information is acceptable, eg only totals for proposed industry development activities.


The activities claimed and the valuations must be consistent with the current SPIDA Program Guidelines, which are available from the DoCITA website (www.dcita.gov.au).


As part of its annual SPIDA report, companies will be required to provide a revised Activity Plan which includes performance against these activities during the year being reported and revised forecasts for the following year.


Commonwealth Government ICT contract-specific SME, AVA and SMEAVA commitments may be included here where they are consistent with the SPIDA Program Guidelines.

APPENDIX G

10 RECOMMENDED SPIDA ANNUAL REPORTING FORMAT

Annual reports should provide an accurate representation of a company’s progress against its SPIDA Business Plan or against its undertakings as a Senior Partner.

· Reports should be signed and dated on the front cover by an authorised company officer (senior Australian management where possible).

· Written and electronic copies of the report should be provided.

· Reports should be provided within four months of the end of the company's financial year.

· Where final figures are not available by the due date, the report should indicate that estimates have been provided.  Revisions should be included in the following year's report.

It is suggested that reports follow the general format of the Partner's Business Plan (see Appendix E).  Reports should:

· Provide a brief background summary of the company;

· include revenue, number of staff, etc

· Summarise the company's current strategies and operations:

· global;

· regional;  and 

· Australian

· include total Australian sales, sales to Government, number of staff, etc

· Outline any significant corporate developments around the world and in Australia during the period or expected in the near future;

· include any changes in global or Australian CEOs

· Briefly discuss progress and provide quantitative data against each of the agreed industry development activities;

· Identify any changes in activities to be included in the company's SPIDA;

· Provide a list of key ICT alliance partners, noting the State/Territory in which their principal office is located;

· If reporting facilitated exports, provide a list of the companies assisted and contact details and the associated export revenues for each;

· If reporting venture capital investments, include details of the investments made (eg SME's name, core business, and purpose of the investment);

· If reporting assistance to start-up and other ICT SMEs, provide a list of the companies assisted, and for each, contact details and the nature of assistance provided;

· Provide a Revised Activity Plan (see attached) summarising the values claimed for SPIDA activities and providing global and Australian revenue and staffing numbers for the reporting period and revised forecasts for the following year;

· Include a signed covering sheet (see attached);

· Confirm that the Partner’s SPIDA Business Plan continues to be an integral part of the company’s global corporate strategy;  and

· Provide contact details of the person to be contacted regarding questions about the report and in respect of the company's ongoing business relationship with the Department.

Reports would typically be in the region of 5-15 pages in length, depending on the complexity of the original SPIDA Business Plan.

Documented supporting evidence must be retained and made available for future independent audit review.

Senior Partners should generally follow the recommended report format suggested for other Partners.  However, in recognition of the long term commitment that they have already demonstrated to the development of the ICT industry in Australia, Senior Partners may provide less detail.  Senior Partners should also provide a Revised Activity Plan.

Confidentiality:  Except where disclosure is required by law or at the direction of the Minister or Parliament, the information provided in annual reports is treated as commercial-in-confidence by the Commonwealth, State and Territory government representatives, and the appointed Program Auditor.  Companies which are concerned about including details of a particular issue or activity in their written report, should discuss their concerns with the Department's Program Manager.

NB
Blocked out areas are where information is not relevant/required.


Shaded areas represent information that is optional and only required if readily available from the company.  Please note that State/Territory information, while optional, is being sought to enhance State/Territory Government participation in the SPIDA program and improve coordination across the various government ICT procurement regimes.


If a company has difficulty with providing any of the information sought it should advise the Department and see if more limited information is acceptable, eg may not be able to provide capital city and regional breakdowns.

SPIDA Report
(This coversheet should be provided by all Partners as the front page of each annual SPIDA report.)
Companies covered by this Report:

company 1:

ACN / ABN:
Endorsed?
Yes / No

company 2:

ACN / ABN:
Endorsed?
Yes / No

Reporting period financial year ends  (dd / mm / yyyy):
/       /

Revised Activity Plan authorised by:

name:

signature:

position:


date:
/    /


company


Company's Contact Person:

name:

signature:

position:


e-mail:

phone:

fax:


Reporting against contract-specific SME, AVA and SMEAVA commitments also attached:
Yes / No

for office use only

DoCITA Approval of Plan:





date received:
/    /





review meeting:
/    /

name:

signature:

date approved:
/    /

file:



date company advised:
/    /

Revised SPIDA Activity Plan
To be provided by all Partners and Senior Partners as part of annual SPIDA reports.

Estimates should be marked.
Corporate Data

Revenue and Employment
reporting year: fy 200?
fy 200? (forecast)



NSW
Vic
Qld
WA
SA
Tas
NT
ACT
Total
Total

Global
Revenues  (USD '000)












Employees (no.)
























Australia
Revenues (AUD '000)












Employees
























Government Sales1
AUD ‘000

Commonwealth
· Departments, Agencies, etc












· 100% owned GBEs












· Schools, etc












· Sub-total
























States and Territories
· Sub-total
























Local
· Sub-total

























· TOTAL











Revised SPIDA Activity Plan
Summary of ICT Industry Development Activities

Section 5 of the SPIDA Guidelines details how each activity should be valued for SPIDA purposes.

(c)
=>
capital city

(r)
=>
regional2



AUD ‘000




reporting year: fy 200?
fy 200? (forecast)

Category
Type
Description
NSW
Vic
Qld
WA
SA
Tas
NT
ACT
Australia
Australia

R&D

· Activity 1 (c)













· Activity 1 (r)



























· Activity 2 (c)













· Activity 2 (r)



























· TOTAL

























Australian Exports
Direct
· (c)













· (r)













· TOTAL


























Facilitated
· SMEs  (c)













· SMEs (r)



























· Others (c)













· Others (r)



























· TOTAL











Revised SPIDA Activity Plan
Summary of ICT Industry Development Activities  -  continued




AUD ‘000




reporting year: fy 200?
fy 200? (forecast)

Category
Type
Description
NSW
Vic
Qld
WA
SA
Tas
NT
ACT
Australia
Australia

Investments
Strategic
· In Partner's operations (c)













· In Partner's operations (r)



























· in other companies' operations (c)













· in other companies' operations (r)



























· TOTAL


























RHQ (strategic investment)
· (c)













· (r)













· TOTAL


























Venture Capital
· (c)













· (r)













· TOTAL

























Revised SPIDA Activity Plan
Summary of ICT Industry Development Activities  -  continued

SME Alliances
Assistance provided
· (c)













· (r)













· TOTAL


























Import replacement
· (c)













· (r)













· TOTAL

























Technology Transfer

· SMEs (c)













· SMEs (r)



























· Non-SMEs(c)













· Non-SMEs(r)



























· TOTAL

























Revised SPIDA Activity Plan
Summary of ICT Industry Development Activities  -  continued

Skills Development
Advanced ICT skills3
· (c)













· (r)


























Identified ICT industry skill shortages
· (c)













· (r)



























· TOTAL
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11 SPIDA CONTACTS

This Appendix provides contact details for: 

· the Commonwealth Department of Communications, Information Technology and the Arts (DoCITA); 

· the National Office for the Information Economy (NOIE); 

· Invest Australia;  and

· State and Territory Government representatives.

DoCITA is responsible for overall management of the Strategic Partnership Industry Development Agreements (SPIDA) Program, including organising the signing of Agreements and monitoring performance. State and Territory Government contacts can assist with advice on new investment and development opportunities and local companies.  Invest Australia may be able to assist with the development of a business case for undertaking activities in Australia.

Commonwealth

Julie Martinsen

Program Manager, Strategic Partnership Industry Development Agreements (SPIDA)

IT Industry Development

Department of Communications, Information Technology and the Arts

GPO Box 2154
38 Sydney Avenue

CANBERRA CITY   ACT   2601
FORREST   ACT   2603

http://www.dcita.gov.au
Ph:
(02) 6271 1538

Fax:
(02) 6271 1779

Email
julie.martinsen@dcita.gov.au
or
spida@dcita.gov.au

New South Wales

Mark Nicholson

Senior Industry Development Manager

Office of Information Technology

Department of Information Technology and Management

Governor Macquarie Tower

GPO Box 15
1 Farrer Place

SYDNEY   NSW   2001
SYDNEY   NSW   2000

http://www.ditm.nsw.gov.au

Ph:
(02) 9236 7713

Fax:
(02) 9236 7733

Email
mark.nicholson@ditm.nsw.gov.au

Victoria

Wayne Lewis

Director,  ICT Industry Development

Multimedia Victoria

Level 6,  55 Collins Street

MELBOURNE   VIC   3000

http://www.mmv.vic.gov.au

Ph:
(03) 9651 9995

Fax:
(03) 9650 9418

Email
wayne.lewis@mmv.vic.gov.au

Queensland

Ms Leigh Roach

Executive Director

Information Industries Bureau

Department of Communication & Information, Local Government and Planning and Sport

PO Box 1449
143 Coronation St

MILTON   QLD   4064
MILTON   QLD   4064

http://www.iib.qld.gov.au

Ph:
(07) 3405 5102

Fax:
(07) 3405 5100

Email
leigh.roach@iib.qld.gov.au

Western Australia

Bruce Robins

Team Leader

Information and Communications Development

Industry Development Division

Office of Information and Communications

Department of Industry and Technology

PO Box 7234
Level 8,  170 St George's Terrace

CLOISTERS SQUARE   WA   6850
PERTH   WA   6000

http://www.commerce.wa.gov.au

Ph:
(08) 9327 5940

Fax:
(08) 9481 4191

Email
brobins@commerce.wa.gov.au

South Australia

Roy Ramage

Senior Investment Manager

Department of Industry and Trade

Level 10, Terrace Towers

178 North Terrace

ADELAIDE   SA   5000

http://www.saugov.sa.gov.au

Ph:
(08) 8303 2487

Fax:
(08) 8303 2410

Email
ramage.roy@saugov.sa.gov.au

Tasmania

David Bartlett

Assistant General Manager

Technology and Innovation

Department of State Development
GPO Box 646
7th Floor, ANZ Centre

HOBART   TAS   7001
22 Elizabeth Street



HOBART   TAS   7000

http://www.dsd.tas.gov.au

Ph:
(03) 6233 5732

Fax:
(03) 6233 5580

Email
dbartlett@dsd.tas.gov.au

Australian Capital Territory

Mr Steven Brown

Business Manger, Business Development and Attraction

Chief Minister’s Department

GPO Box 158

Canberra City   ACT   2601

http://www.dpa.act.gov.au

Ph:
(02) 6205 0244

Fax:
(02) 6205 0613

Email
Steven.Brown@act.gov.au

Northern Territory

Linda Fazldeen

Manager eBusiness

Department of Industries and Business

GPO Box 4160

DARWIN   NT   0801

http://www.nt.gov.au

Ph:
(08) 8999 5479

Fax:
(08) 8999 7924

Email
linda.fazldeen@nt.gov.au

National Office for the Information Economy (NOIE)

Ms Shalini Mathur

Manager, ICT Industry Liaison

NOIE

Australia Council Building, Level 1

PO Box 665
372 Elizabeth Street

Strawberry Hills   NSW   2012
Surry Hills   NSW   2010

http://www.noie.gov.au

Ph:
(02) 9289 4700

Fax:
(02) 9289 4777

Email
shalini.mathur@noie.gov.au

Invest Australia

Con Himonas

Manager, Strategy Development and Co-ordination

Invest Australia

GPO Box 9839

Canberra City   ACT   2601

http://www.investaustralia.com.au

Ph:
(02) 6213 6548

Fax:
(02) 6213 7612

Email
con.himonas@isr.gov.au
APPENDIX I

Strategic Partnership Industry Development Agreements (SPIDA)

The following companies have SPIDA Agreements with the Commonwealth Government.

Senior Partners

Alcatel Australia
Canon Australia
Computer Sciences Corporation (CSC)
Dell

EDS (Australia)
Fuji Xerox Australia
Hitachi Data Systems Australia R&D
IBM Australia

Krone
Lexmark International (Australia)
NEC Australia
Nortel Networks Australia

Panasonic Australia
Siemens
Sony (Australia)
Sun Microsystems Australia

Symantec Australia
Toshiba (Australia)
Unisys Australia

Partners

3Com Corporation
Compuware Asia-Pacific
Logical Networks
PictureTel Australia

Acer Computer Australia
Enterasys Networks
Lucent Technologies Australia
Pitney Bowes Australia

ADC Telecommunications Australia
EMC²
Microsoft
QSP Solutions

Anixter Australia
Ericsson
Minolta Business Equipment Australia
Ricoh Office Automation

APC Australia
Fujitsu Australia
Motorola Australia
SAP Australia

Apple Computer
Gateway
NCR Australia
SAS Institute Australia

Australian AMP
Hewlett Packard Australia
NIIT
Sharp Corporation of Australia

BMC Software
Informix Software
Nokia Australia
Siebel Systems

BT Australasia
Intel Australia
Novell
Silicon Graphics

Cincom Systems of Australia
Invensys
Oce Australia
SPL WorldGroup

Cisco Systems Australia
IPL Datron
Oki Electric Industry
Storage Technology of Australia

Cognos
Konica Australia
Oracle Systems (Australia)
TRW Systems

Compaq Computer Australia
Kyocera Mita Australia Pty Ltd
PeopleSoft Australia


Computer Associates
Logica
Philips Electronics Australia


�   Including Australian revenues and staff.


�   As defined in Appendix A of the SPIDA Program Guidelines.


�   "nil" if new project.


�   "nil" if new project.


1   As defined in Appendix A of the SPIDA Program Guidelines.


2   As defined in Appendix A of the SPIDA Program Guidelines.


3   Advanced ICT skills not readily available in Australia.






