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Travis Wacey

From: Travis Wacey

Sent: Monday, 5 May 2014 10:41 AM

To: SRR

Cc: ‘darren.chester.mp@aph.gov.au’

Subject: Commission of Audit recommendation- threat to jobs in paper industry
Attachments: AP Sub_17 Supplementary.pdf

Hi .

| just wanted to let yourself and Darren know that we are concerned about what we consider would be the severe
negative impact on jobs at Maryvale of the Commission of Audit’s recommendations around procurement, if
implemented.

The particular recommendation of concern states:

“There are currently 24 procurement refated policies in operation. They range from Coordinated
Procurement to Australian Industry Participation Plans and include various environmental policies, such as
the National Waste Policy.

While some are directly related to procurement activities, others have no connection with procurement and
seek to put into effect other policy objectives (including equal opportunity employment objectives). These
policies contribute a significant amount of red tape for both business and government, are often of
questionable benefit and can run counter to the principle of value for money.

The Commission considers Procurement Connected Policies should be abolished as procurement practices are
already subject to the normal laws of Australia. They also represent unnecessary red tape and can be an
inefficient means of meeting broader policy objectives at high cost to business.”

We think that a number of the procurement connected policies should not be abolished, {including some which
already have been as part of the repeal day omnibus legislation), but in regards to the paper industry specifically the
National Waste Policy and the ICT Sustainahility Plan are twe particular procurement connected policies which
should not be abolished.

The p'o!icies in question actually level the playing field for Australian industry in Government procurement markets
by making overseas suppliers subject to some of the standards which Australian Industry meets; for example
PEFC/FSC chain of custody faorestry certification.

The other issue is around the recycled content requirements, in part according to AP, the rationale for the $90
million investment in the Dinking Plant at Maryvale was the ICT Sustainability Plan and its requirement for general
use copy paper used by the Government to be of 50% recycled by June 2011 increasing to 100% by 2015.

Indeed the union (and company- see their attached submission) in the current Inguiry on Commonwealth
Procurement Procedures in the Senate have argued for stricter compliance with and enforcement of the ICT
Sustainability Plan and the National Waste Policy because we believe this would lead to the Australian Government
buying more Australian made paper and less imports.

I'd be happy to provide further information about the specifics if you’d like, in which case please don’t hesitate to
contact me.

We don’t think that the Government would implement this recommendation of the Commission if they knew the
issues at stake here, but we wanted to bring it to your attention and also let you know that the union will likely be
out on the issue in order to attempt to prevent implementation of the recommendation (and a number of other
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recommendations we think will impact job security of our members in various sectors if implemented) We'll likely
be having communications with the membership at Maryvale about these activities also.

Sincerely,

Travis

TP NPT . -
Travis Wacey
Policy Research Officer
CFMEU FFPD
e: twacey@cfmeuffpd.org
m: 0427 900 556
o: 9274 9293

This g-mgil and any attachments may contain privileged and confidential information. If you are not the intended recipient, you must not disclose, use,
distribute or reproduce this e-mail or the attachments. if you have received this message in error, ptease notify the union by return e-mail.
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Australian Paper Supplementary
Submission

To

The Finance and Public Administration
References Committee

Inquiry into
Commonwealth Procurement Procedures

MARCH 19" 2014

Senate Finance and Public Administration Committees
PO Box 6100

Parliament House

Canberra ACT 2600

Phone: +61 2 6277 3439
Fax: +61 2 6277 5809
fpa.sen@aph.gov.au
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Summary

The Department of Finance Commonweaith Procurement Rules (CPRs) allow for non-financial costs
and benefits to be factored into value for money assessments. The National Waste Policy requires
governments to embody and promote sustainable procurement practices. The Department of the
Environment Sustaingble Procurement Guide also states, “Considering the environmental and social
impacts from procurement aligns with Australian Government obligations to spend public money

efficiently, effectively, economically and ethically.”*

Australian Paper has invested $90 million in a major paper recycling initiative which will drive
employment opportunities in the Latrobe Valley where it is already the largest private employer. The
Australian Government provided a $9.5 million grant to show its strong support for this important
project.

Yet 16 of the top 22 Financial Management and Accountability (FMA) Act agencies are choosing to
purchase imported recycled paper over local products, creating a larger carbon footprint based on
emissions associated with shipping from Eurape. This is at a time when Australian Paper is seeking to
grow the market for local recycled paper given that it needs to more than triple its usage of recycled
fibre ahead of the plant’s commencement later in 2014,

Australian Paper recommends agencies introduce a higher level of focus on non-financial
considerations in line with both the CPRs and the National Waste Policy to ensure the benefits of
initiatives such as local ‘closed loap’ recycling solutions are more accurately assessed and valued
within government procurement decision making processes.

Background

e Australian Paper's Maryvale mill is the largest private employer in Victoria's Latrobe Valley
with around 900 direct regional jobs. Nationally Australian Paper supports more than 5,900
flow-on Full Time Equivalent {(FTE) jobs. The Maryvale recycling plant will contribute almost
250 additional flow-on jobs ongoing.

s AP Maryvale is also Australia’s largest integrated pulp and paper mill and the only
manufacturer of copy and printing paper in Australia.

e The Commonwealth Procurement Rules state, “A comparative analysis of the relevant
financial and non-financial costs and benefits of alternative solutions throughout the
procurement will inform a wvalue for money assessment. Factors to consider
include...environmental sustainability (such as...environmental impact)...”*

e The National Waste Policy states, “All governments as significant procurers of goods,
services and infrastructure, will embody and promote sustainable procurement principles
and practices within their own organisations and delivery of programs and services to
facilitate certainty in the market.”®

e The Naotional Waste Policy alsg observes that “enhanced recovery of organic material
presents considerable potential to positively contribute to climate change and sustainability

! Department of the Environment, Sustainable Procurement Guide, 2013, p.6.

% Department of Finance and Deregulation, Commonwealth Procurement Rules: Achieving
value for money, July 2012, p15.

* Environment Protection and Heritage Council, National Waste Policy: Less waste, more
resources, November 2009, p9.
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issues, and contribute to jobs and the economy™. Paper is explicitly identified in the policy
as one of these organic materials.

The Australian Government’s Information and Communication Technology (ICT)
Sustainability Plan applies to all Financial Management and Accountability (FMA) Act
agencies and requires “general use copy paper to have a minimum post-consumer recycled
content of 50 per cent by July 2011.”° This Plan makes the combined Australian Government
FMA Act agencies the largest user of recycled paper in Australia.

Partially in response to the /CT Sustainability Plan requirements, and in alignment with the
National Waste Policy, Australian Paper is investing $90 million in building Australia’s only
wastepaper de-inking and recycling plant. This plant will start-up in the second half of 2014,
processing up to 80,000 tonnes of wastepaper per annum collected from NSW, ACT, Vic, SA
and Tas. AP is already stockpiling significant amounts of local waste in readiness for the
plant.

The Australian Government provided $9.5 million funding for this plant plus a $10 million
low interest loan from Low Carbon Australia.

The Maryvale Recycled plant will more than triple Australian Paper’s usage of local recycled
pulp. AP must substantially increase its sales of recycled paper now in preparation for the
plant coming on stream.

The plant is closely aligned with the objectives of the National Waste Policy and the direction
of the CPRs to take environmental sustainability into account in defining value for money in
government procurement. The Government’s decision to provide funding for the recycled
plant investment and the requirement of the /CT Sustainability Pian to purchase recycled
paper gave Australian Paper confidence that agencies would take into account the
environmental benefits of Australian made recycled paper in their procurement decisions.

Unfortunately, many Australian Government FMA Act agencies have chosen to support
imported recycled copy paper over Australian made. Australian Paper is concerned that such
government decisions may not have fully taken into account the environmental
sustainability requirements of the CPRs, particularly those related to reducing landfill and
carbon emissions from transport impacts.

Australian Paper’s share of Australian Government FMA Act Agencies

In their submission to the Inquiry into Commonwealth Procurement Procedures the
Department of Finance stated that:

“Based on an analysis for FY 13/14 data, the majority (57%) of copy paper purchased by
agencies to the end of December 2013 has been sourced from Australfia. Four times more
copy paper was purchased from Australia than any other single country of manufacture.”

It is difficult for Australian Paper to directly challenge this claim without access to the base
data. However in our analysis of Australian Government agency usage of copy paper, we
estimate that the Department of Human Services and the Department of Defence alone
purchase approximately 50% of total FMA Act agency copy paper volumes. Both of these
accounts are currently purchasing Australian made copy paper.

Support for Australian made paper is much lower amongst the next 20 largest agencies with
16 (80%) choosing to purchase imported paper from Germany, Austria or Indonesia:

* National Waste Policy, p5.
® Australian Government ICT Sustainability Plan 2010 — 2015, p10.
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AGENCY EMPLOYEES SOURCE OF COPY PAPER
1. Australian Taxation Office 21,507 INDONESIA
2. Department of Immigration 8,289 INDONESIA
3. Australian Federal Police 6,909 GERMANY
4. Department of Health 4,705 GERMANY
5. Department of Industry 5,956 AUSTRIA

6. Australian Customs 5,393 AUSTRALIA
7. Department of Foreign Affairs 4,719 GERMANY
8. Department of Agriculture 4,712 GERMANY
9. Department of Veterans’ Affairs 1,940 AUSTRIA
10. Department of Education 3,973 GERMANY
11. Department of Employment NAS GERMANY
12. Department of Social Services 3,377 AUSTRALIA
13. Department of the Environment 2,286 GERMANY
14. Australian Bureau of Statistics 2,764 AUSTRIA
15. ASIO NA’ AUSTRALIA
16. ASIC 1,718 AUSTRALIA
17. Department of Infrastructure 1,530 GERMANY
18. Department of Finance 1,506 GERMANY
19. Bureau of Meteorology 1,481 AUSTRIA
20. Department of the Treasury 1,261 GERMANY

¢ All 3 suppliers who form the Whole of Australian Government Stationery and Office Supplies
procurement panel can supply Australian made copy papers which meet the current /ICT
Sustainability Plan guidelines.

Local Recycled Paper will provide lower CQ, emissions than imported alternatives.

¢ Like most global paper manufacturers, Australian Paper is committed to manufacturing a set
amount of paper volume per annum to competitively match its capacity and economies of
scale. Reductions in manufacturing volume can only be achieved by reducing capacity which
would mean closing down paper machines or pulp mills; resulting in heavy job losses.

e Since every tonne of copy paper imported into Australia is a direct replacement for
Australian made product, Australian Paper must export a tonne of paper to an overseas
market for every tonne of paper that is imported.

8 staff numbers not available at time of submission.
7 staff numbers not available at time of submission.
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As Diagram 1 shows below, this has a profound impact on sea freight transport emissions.
Presently copy paper is being imported from Europe or Indonesia to meet Australian
Government orders. Australian Paper then exports a corresponding volume to Portland in
the United States (Australian Paper’s main export market) because it has lost the
opportunity to sell this paper domestically to the Australian Government. This will have a
combined CO, emissions footprint of up to 1.9 kg for every ream of copy paper used by an
Australian Government agency that is choosing to procure imported recycled paper over
local product.

Diagram 1

IMPORT EMISSIONS - ¥ ; . EXPORT EMISSIONS
25,742km Austriaf/Germany to S F = 32,491km Melbourneto Portland =
Sydney=0.8kg CO2efream x 1.1kg CO2efream

Combined emissions from import + export
= 1.9kg CO2e/ream

Calculations based on 12.6g CO2-¢/tonne-km: Department of Climate Change, AGO National Greenhouse Gas Inventory
Analysis of Recent Trends and Greenhouse Indicators 1990— 2005, p32

With the start-up of Australian Paper’'s de-inking facility in the second half of 2014, the sea
freight CO, emissions will be zero for every tonne of copy paper manufactured and
consumed within Australia.

This represents a CO; emissions saving of up to 1.9kg for every ream of recycled paper
purchased by the Australian Government that was previously imported into this country.

This concept of taking responsibility for locally generated waste to reduce larger
environmental impacts is an example of actions taken to implement the National Waste
Policy Strategy 1: “Shared responsibility for reducing the environmental, health and safety
footprint of manufactured goods and materials across the manufacture-supply-consumption
chain and at end of life.”®

8 National Waste Policy, p9.
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Recommendations

1.

That the Australian Government recognises deficiencies in the implementation of the
Commonwealth Procurement Rules for paper products related to environmental
sustainability and links to the Australian Government ICT Sustainabifity Plan, Sustainable
Procurement Guide and National Waste Policy. These deficiencies include a lack of
compliance, monitoring and reporting as well a lack of guidance tools for evaluating
environmental sustainability, including reducing landfill, and carbon emissions in relation
to transport impacts.

That the Australian Government put in place stronger measures to ensure the adequate
consideration and implementation of the CPRs related to environmental sustainability
and the procurement of paper products including copy paper, envelopes and external
printing contracts. These measures need 1o include more explicit guidance on methods
for assessing environmental impacts and their relative weightings as part of value for
money considerations.

That the Australian Government recognises its co-investment in Australian Paper’s
recycled paper plant at Maryvale and this project’s links to the recycling and
environmental objectives of the National Waste Policy, the Australian Government ICT
Sustainability Plan and the Commonweualth Procurement Rules.

Submitted by:

Mr Craig Dunn

Australian Paper

Senior Marketing Manager Sustainability
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Darren Chester
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May 9 2014

Mr Travis Wacey

Policy Research Officer
CFMEU FFPD
twacey@cfmeuffpd.org

Dear Travis

Thank you for your email of May 5, 2014 regarding your concerns about the impact
on jobs at Maryvale if the Commission of Audit’s recommendation around
procurement are implemented.

NATIONALS fo'b Ezg«lonaé Aestoalio

Having regard to the concerns you raised 1 wish to advise I have made
representations on your behalf to Senator Michael Ronaldson, Special Minister for
State and forwarded him a copy of the Australian Paper Supplementary Submission
to the Finance and Public Administration References Committee.

-
-
m

I will contact you again as soon as 1 receive his reply.

!
Cod
Kind regards

|
§

DARREN CHESTER
The Nationals

www.darrenchester.com 1w darren.chester mp@aph.gav.au
PO Box 486 Sale Vic 3853
1300 131785 #h0 03 5144 3845
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Darren Chester

Federal Member for Gippsland
June 25, 2014

Mr Travis Wacey

Policy Research Officer
CFMEU FFPD
twacey@cfmeuffpd.org

Dear Travis

I refer to my letter dated June 6, 2014 advising I had made representations on your
behaif to Senator Michael Ronaldson, Special Minister for State.

I have now received a response from Mathias Cormann, Minister for Finance
regarding your concerns a with the Commission of Audit’s recommendation to abolish
all procurement-connected policies.

I trust this information is of assistance and please do not hesitate to contact me
should you require further support.

Klf}j regards
} )
' \ .‘\

; ! : lMT\

o

N
DARREN CHESTER
The Nationals

www.darrenchester.com  email darren.chester.mp@aph.gov.au
PO Box 486 Sale Vic 3853
+h 1300131785  1n: 03 5144 3945

NATIONALS ;. z,.....t Gustintia

|
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Minister for Finance

REF: C14/1708
The Hon Darren Chester MP
Parliamentary Secretary to the Minister for Defence

Parliament House
CANBERRA ACT 2600

Dear ParWetary

Thank you for your letter of 9 May 2014 regarding representations made on behalf of a
constituent, Mr Travis Wacey of the Construction, Forestry, Mining and Energy Union.
Mr Wacey raised concerns with the Commission of Audit’s recommendation to abolish all
procurement-connected policies.

The Commonwealth Procurement Rules (CPRs) set out the basic rule set for all
Commonwealth procurement. The CPRs outline the relevant financial and
non-financial considerations that a procuring agency needs to address when approaching
the market. These factors include, among other things, environmental sustainability,
energy efficiency, environmental impact and whole of life costs.

In addition to the CPRs, there are currently 24 procurement-connected policies. The
overarching policy responsibility for most procurement-connected policies falls outside
my portfolio. Minister the Hon Greg Hunt MP has policy responsibility for the National
Waste Policy and the ICT Sustainability Policy to which Mr Wacey refers. Iintend to
consult with Minister Hunt in relation to the future of those policies.

Thank you for writing on this matter.

repards

Mathias Cormann
Minister for Finance

6 June 2014

Parliament House, Canberra ACT 2600 Telephone: (02) 6277 7400 ~ Facsimile: (02) 6273 4110



