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Friday, 6 June 2003

This is a Personal Submission to the Rural and Regional Affairs and Transport Legislation Committee Inquiry

(I am not attempting to support the views or otherwise of WoolProducers or VFF)

From

James Kennedy

Being a current AWI and AWS shareholder, wool levy payer and tax payer

Residing at

“Carinya”

RMB 9314

Coleraine  Victoria  3315

Re;
a)  
the administration and operation of the Statutory Funding

Agreement dated 28 December 2000, between the

Commonwealth of Australia (represented by the Minister for

Agriculture, Fisheries and Forestry), Australian Wool

Innovation Pty Limited and Australian Wool Services Limited;

b)   
the expenditure and application of funds paid under the terms of

that agreement; and,

c)    
other relevant matters arising from the reference.
Preamble

I have been motivated to put in a submission to this inquiry because of my feelings of being badly let down once again by our wool industry levy receiver. Despite the dismissal in 1998 of the then Australian Wool Research and Promotion Organisation (AWRAP) board.  Then the so-called privatisations of Australian Wool Innovation Limited (AWIL) and Australian Wool Services Limited (AWSL) this current state of affairs should never have been allowed to happen with AWIL.  The need for this Inquiry and the removal of most of the recent AWIL board demonstrates to me either the structures were/are faulty and/or a failure of government (Minister and Department) systems. The AWIL board was put in place with the Ministers approval to administer what I believe an essential service on behalf of the Australian wool industry.  The wool industry is worth some $3.5 billion in export income to Australia annually and relies on sound judgements to be made and not just hype.  The alternative is to put this export income at risk.

Conclusion

I would like to draw the Committees attention to the attached document (Shareholder/levypayer report – 20 September 2001) which I assume was produced under the then Managing Director Mr Colin Dorber’s direction and released with the then AWIL board (MS Maree McCaskill, (Chair) Mrs Patricia Murphy, Mr John Pattern, Dr Michael Staley and Professor Andrew Vizard) approval. I believe Professor Vizard left the board mid term but I’m unsure why as there are conflicting views expressed of his reasons.

This document (Shareholder/levypayer report – 20 September 2001) formed the basis of what I believed was the intent prior to I think the terminology is “spinning off” of AWIL which at that time was a private company wholly owned by AWSL.

As a simple shareholder I believed what was contained in the above document (which I enthusiastically supported at the time) would actually occur, unfortunately this does not appear to have in happened in many respects.

I assumed the Minister had approved the board appointments and that his department had at least intended to ensure that AWIL operated within the terms of Statutory Funding Agreement.

My hope is for this inquiry to get to the bottom of what went wrong and why and that the problems fixed.  I believe the AWI levy payers and taxpayers funds need to be protected in the future and that what ever is proposed to share holders in future by such like documents is indeed what occurs.

Recommendation

1.
That change is made to the AWIL constitution in line with normal company practice.  a) To allow a potential board candidate to challenge for a board position. b) To allow future changes to the company constitution to be considered by shareholders.

2. That a more formal regular reporting criterion be established between AWIL and the Minister with minimum reporting standards set and agreed to by both parties that must be met.  This must include shareholder details so AWIL can maintain a correct current list of shareholders and their shareholding.

3. That WoolProducers be recognised as the representative link between AWIL and the wool producer levy payers and WoolProducers be used to provide advice to AWIL.

4.
That the Minister appoints an independent investigator to go through the records for three periods. a) From the start of AWIL as a company under AWSL.  b) The period from separation from AWSL to when the previous board conceded defeat.  c) The current boards period up to whenever?  Then release a report to the present board so this mess can be sorted out.

Supporting Information

Statements in the Shareholder/levypayer report – 20 September 2001.

Page 1

AWIL, Statement of Corporate Intent 2001 describing AWI as owned by and working for Australian wool producers unfortunately makes no mention of the Statutory Funding Agreement and the obligations contained within and therefore lead the reader to believe that government is no longer involved, this is clearly not the case.  Recent revelations surely show that government must be involved to some extent to protect the taxpayer and levy providers.  

Page 2

The details in the next paragraph (Charter) are some what in conflict with the previous page but leaving that aside the first dot point proved to be an almost impossible mission to get the “expectations” considered at an AGM for shareholders.

Second dot point is now in dispute in whether this agreement has been complied with and the third dot point was very effectively was used against shareholders wishing to develop the structure and the need for change.

Second paragraph (Scope of Operations) which as described I support unfortunately decisions were made to go outside those guidelines and donate to charities and duplicate services already in place such as revegetation advice.

Third paragraph and most important in my view “ AWI must not provide grants or otherwise financially assist an industry body representing wool producers (or agri-political activities). AWI may obtain services in a transparent and competitive manner from such bodies.”

This is where in my opinion I believe AWI made a monumental blunder.  AWIL in its wisdom decided it needed adviser groups and it is my understanding that particular individuals were invited to make up the Wool Advisory Group and Women in Wool” and that they were recompensed. Unfortunately this group had no formal forums that advice could transfer from the wool producer levy payer to AWI and vice versa and most levy payers were unaware of who the individuals were anyway. Accusations were made that this group was unrepresentative and of course things got quite “agri-political” by any definition with letters to the editor and such like regardless of what any Statutory Funding Agreement stipulated.  This is exactly what I believe the drafters of the Statutory Funding Agreement tried to prevent happening.

It seems to me that WoolProducers is the existing national body and has the structure and membership to accommodate levy payer advice to and from the AWIL board and is allowable within the Statutory Funding Agreement.

The WoolProducer executive is made up from any State Farmer Organisation (SFO) that wishes to join (WA is the only exception due to I believe financial constraints) and six directly elected executive members.

The WoolProducer constitution allows wool producers to become direct members without belonging to a SFO.

As this organisation is self-funded, it relies on member subscriptions to exist and has approximately 14,000 members that one way or another elect the executive.

As the Committee can see there are obviously many formal forums that information transfer between WoolProducers and AWI could take place.

Page 3 contains “Investment Goals” and “Outcome Philosophies” and I would describe this as work in progress.

Page 4 is very interesting under “AWI Governance”

The AWI Board aims for best practice in corporate governance and intends

to continue to develop governance practices as the company evolves.

The primary role of the AWI Board is to optimise company performance in order to

achieve its mission. In pursuing this, its functions include:



· Adopting the company's strategic aims






Pass

· Appointing the leadership required to put into effect the strategic aims


Pass

· Monitoring the management of the business and the Managing Director

Fail

· Ensuring compliance with the Statutory Funding Agreement and Constitution

Fail

· Ensuring systems of financial control, information management, legal compliance
Fail

· Convening meetings of the company






Pass

· Ensuring compliance with key policies, regulations and controls, and


Fail

· Reviewing its own performance.







Fail

My score 3 out of 8 
Page 5 “Accountabilities” reads well but AWIL appear to have set the bar too high as demonstrated in the present AWI Chairman’s AWI Letter to Shareholders 5 June 2003.

Unfortunately this letter is shattering news to me.

Page 6 “Operational Approach”

Again I as a shareholder feel let down, as many of the dot points just didn’t eventuate into reality according to this AWI Letter to Shareholders.

From Page 7 and on the again (Shareholder/levypayer report – 20 September 2001) reads well but the few bright lights are extinguished by recent revelations of the current $20 million overheads that I as a levy payer will help pay from the levy along with the other levy payers and get absolutely no benefit from.  This is quite a jump from the $7.1 million budgeted for 02/03.

I understand the information contained in the letter to shareholders from Mr McLachlan is for the period 1 July 2001 and 29 January 2003.  I understand this includes a period of both boards administration therefore I believe a further investigation needs to be done and the information needs to separated into the three periods to make any sensible decisions.  Decisions on anything other than legitimate spending and the corresponding taxpayer contribution and what to do about it. The Government should pay for this investigation because they let this situation develop. This does not alter the fact in my opinion that the Government, taxpayer and wool producer levy payers have been seriously let down regardless and involves many millions of dollars.

Yours truly

James Kennedy
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