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SENATE
RURAL AND REGIONAL AFFAIRSAND TRANSPORT LEGISLATION COMMITTEE
Thur sday, 26 June 2003

Members: Senator Heffernan (Chair), Senator Buckland (Deputy Chair), Senators Cherry, Colbeck, Ferris
and O'Brien

Participating members. Senators Abetz, Boswell, Brown, Carr, Chapman, Coonan, Eggleston, Chris Evans
Faulkner, Ferguson, Harradine, Harris, Hutchins, Knowles, Lightfoot, Mason, Sandy Macdonald, McL ucas,
Murphy, Payne, Ray, Santoro, Stephens, Tchen, Tierney and Watson

Senators in attendance: Senator Heffernan (Chair), Senator Buckland (Deputy Chair), Senators Buckland,
Cherry, Colbeck, Ferris, Sandy, Macdonald and Stephens,

Terms of reference for the inquiry:
Australian Wool Innovation—expenditure of funds under statutory funding agreement.

Committee met at 7.02 p.m.
DORBER, Mr Coalin John, (Private Capacity)

CHAIR—I declare open this public hearing of the Senate Rural and Regional Affairs and Transport
Legidation Committee. This is the committee’s second hearing to consider matters in relation to the inquiry
into application and expenditure of funds by Australian Wool Innovation Ltd, pursuant to a statutory funding
agreement. This matter was adopted on 26 May 2003 by the committee for inquiry pursuant to Senate standing
order 25(2)(b), which empowers the committee to inquire into all matters administered by agencies and
department’s within the committee’s responsibility. The specific subject of this inquiry is 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 |nnovation Pty
Ltd, and Australian Wool Services Ltd, and the expenditure and application of funds paid to Australian Wool
Innovation Ltd under the terms of that agreement and any other relevant matters arising from the reference.

Today's hearing is public and open to all. The committee has authorised the recording, broadcasting and re-
broadcasting of these proceedings in accordance with the rules contained in the order of the Senate of 23
August 1990 concerning the broadcasting of committee proceedings. Before the committee commences taking
evidence, let me place on record that all witnesses are protected by parliamentary privilege with respect to
submissions made to the committee in evidence given before it. Any act by any person which may operate to
the disadvantage of a witness on account of evidence given by him or her before the Senate or any committee
of the Senate is treated as a breach of privilege. While the committee prefers to hear all evidence in public, if
the committee accedes to such a request the committee will take evidence in camera and record that evidence.
Should the committee take evidence in this manner, | remind the committee and those present that it is within
the power of the committee at a later date to publish or present all or part of that evidence to the Senate. The
Senate also has the power to order production and/or publication of such evidence. | should add that any
decision regarding publication of in-camera evidence or confidential submissions would not be taken by the
committee without prior reference to the person whose evidence the committee may consider publishing.

Mr Dorber, | understand you have an opening statement. At the conclusion of your remarks, | will invite
members of the committee to submit questionsto you.

Mr Dorber—Thank you for the opportunity to address you tonight. Australia is blessed with a robust
democracy and is probably one of the world's leading parliaments. After over 30 years of observing this place,
| have learned that this parliament has generally been very careful not to traduce the reputation of its citizens
without affording them the right of reply. Under the guise of the Senate estimates committee, and now this
review of the wool statutory funding agreement, there can be little doubt that an agenda of personal character
assassination has been launched by Senator Ferris, acting on behalf of the old guard of the Australian Wool
Industry. | have been astounded at the venom and vitriol that has been used to attempt to not only blacken my
name and those of the former AWI board members but to also seek to destroy an innovative, young and
progressive research and devel opment company that the record clearly shows was focused, for the first timein
decades, absol utely on responding to the needs of wool growers.
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This current inquiry reflects the continuing failure by some in the wool industry to recognise that the
Australian parliament responded to the former distress of the industry by agreeing that it should step away
from government management and control and allow wool growers to take responsibility for their own destiny.
The legidation and the statutory funding agreement, when read and understood and applied properly, achieved
this goal. | see the current campaign by lan McLachlan, the unrepresented poalitical lobby group
WoolProducers, and some of the major blue-blood wool growers as a failure of leadership by them. Rather
than working for the betterment of their shareholders, the majority of the current board have allowed former
executives from the entrenched Australian Wool Testing Authority, aided and abetted by a personal friend and
business associate of Mr McLachlan, Mr Les Targ—formerly of Australian Defence Industries and a director
in a private failed company with McLachlan—to undo all of the positives of AWI, to destroy the morale of the
staff and to very quietly, without breathing a word to shareholders, from next week commence a purge of its
staff.

The evidence | will present tonight supports my assertion that, at al times, | and the former board behaved
in accordance with corporate law, good corporate governance principles, the constitution of AWI and the
palicies and del egation of the company. An objective analysis of the huge achievements in the first 22 months
under the former board's management—allowing for the inevitable mistakes made whenever risky research
and development is instigated outside the traditional arena of the wool science fraternity or the courageous
attempts by a board to undo a tradition of funding RDI simply to feed a legion of hangers-on—shows clearly
that AWI was on the way to success.

| acknowledge our biggest mistake. We did not recognise the willingness of our opponentsto lig, distort and
otherwise abuse the truth or to call upon their friends in this place and the media to blacken our names when
we foolishly decided, without any legal obligation to do so, to put the whole board up for election. We have
learned from that, and we are certain that lan McLachlan would never have the courage to test his
administration of AWI Ltd by putting up all his current board for election. It is a pity, because | am certain that
adisgusted and offended sharehol der base would hound him out of office.

| have prepared three written statements. Two deal directly with matters raised at the first committee
hearing and at the Senate estimates committee, and one deals extensively with the operation of the statutory
funding agreement and the third term of reference of the committee. | have also brought a substantial bundie
of documents that are commercially sensitive, and it may not be in the best interests of the company, AWI, that
they be made public. That is a judgment for this committee. For my part | seek consideration that they be
marked confidential and not be published. My statements are all tabled in electronic format, together with hard
copies.

Finally, before addressing specific detail, | ask you, Chair, to take note of the failure of Senator Ferris to
declare a serious conflict of interest which, in the interests of justice and in order to protect the good name of
this parliament, should see her disqualified from these proceedings. It is an indictment of the Senate that it can
allow a senator to pursue personal and business interests for friends and associates in this place without
punishment. Senator Ferris may be feeling pretty hot tonight, having seen hersdlf identified as a champion
boxer who, at least according to the Land newspaper, thinks she has taken me down. All she has really doneis
to harden my resolve to see that every wool grower in this country knows the truth. Personally | would not
think that today’s front-page cartoon in the Land does anything for the dignity of this place. | would hope that
you, Chair, or those responsible for such matters would have the Senate Privileges Committee look very
closdly at Senator Ferris'srole in this affair and indeed in any other committee she has sat on when a known
conflict of interest between her and Mr McLachlan can be seen or should have been declared.

CHAIR—Let me just interrupt, Mr Dorber, while we deal with the documents you have so far identified. |
move that we receive these documents as confidential, and we will make a decision on where we go with their
confidentiality after we approve the documents. There being no objection, they are so received and they are
now admitted into the committee as confidential documents.

Mr Dor ber—Members of the committee have asked a series of questions concerning the operations of AWI
Ltd, of departmental officers of the department of agriculture. The answers received have sometimes been
incorrect, misinformed and on occasions factually misleading. Key issues raised, in particular by Senator
Ferris, have been based on a fundamental misunderstanding of the proper reading of the constitution of AWI
Ltd, the operations of corporate law and the role of the department in the administration of AWI. Claims that
taxpayer funds have been misused or that established breaches of the statutory funding agreement have been
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identified have no basis in fact and appear not to have been properly investigated. They have been generalised
imputations and no evidence has been offered that establishes the allegations as truth.

Claims of corporate governance failings by the former board or management of AWI Ltd have not been
clearly identified. Allegations of mismanagement, inappropriate funding allocations and improper board
operations, especially concerning a quorum, are simply fanciful, inaccurate and unhelpful to wool grower
shareholders of AWI Ltd. Determination of a quorum for a corporate entity is dealt with in both corporate law
and the congtitution of AWI Ltd. Corporate law requires a minimum specified number. A constitution can,
subject to the desire of shareholders voting as prescribed, have other requirements added.

In the case of AWI Ltd, the requirements for a quorum are set out in the formal constitution, which, | might
add, was adopted, approved and implemented under legidation by this government. The constitution was not
drafted by the former directors or by me. It is the instrument with which we were provided. The confusion at
the committee on this matter was not helped by the complete absence of knowledge or understanding by the
departmental officers. The constitution of AWI Ltd, and its predecessor AWI Pty Ltd, has been on the AWI
web site since early 2001. The quorum determined by the board is prescribed as two, unless varied by the
board. For AWI, this represented one-third of the elected and/or appointed directors. This is consistent with
normal board practice. Notwithstanding this, there was never a board meeting, telephone or face-to-face,
between January 2001 and December 2002 when fewer than five out of six or six out of seven directors
participated. Given the high attendance of directors, it was never necessary to consider the quorum provisions
of the constitution.

The right to face one's accuser is a long established principle of law. In my case, as former managing
director of AWI Ltd, | record that | have not been approached by any person about allegations of impropriety. |
have never been asked to comment on the alleged mid-term audit conducted by PricewaterhouseCoopers.
However, | note the extraordinary addition of an important and absol ute disclaimer by that company, appended
to the conclusion of the recent letter to shareholders issued by McLachlan. PwC record that they make no
allegation of error or fraud and that they have acted only in accordance with instructions they were given. | am
willing to have the audit report tabled and to be examined on it line by line in this place. | deny absolutely any
wrongdoing or impropriety, and | add that | have never seenit or asummary of it.

| invite my accusers, and especially Senator Ferris, who hides behind parliamentary privilege to make
baseless and generalised allegations based on ignorance—not properly in her role as a senator but improperly
because of her personal friendship and sponsorship into this place by Mr McLachlan—to repeat the allegations
outside the parliament so that these matters may be properly tested in a court of law. | believe | have been
unfairly attacked in this place under the guise of a Senate inquiry and that my attackers should now have the
courage to be tested on their claims. | have absolutely no doubt | would be exonerated in any court of law in
this country.

Finally, | attach to this statement a list of documents representing a minor proportion of the amount of
material produced by me whilst | was managing director of AWI Ltd. This material discloses a consistent
adherence to the best principles of corporate governance and a strict compliance with the AWI policies and
delegations. It directly, in many instances, addresses issues wrongly or incorrectly presented to the committee.
| take it, Mr Chairman, that it is not necessary to read out the list of attachments, but | seek to highlight that |
have taken the opportunity to include the letter dealing with the termination of the employment of my son
Luke and my daughter Hally. It is highly recommended reading.

CHAIR—I move that we receive those documents. There being no objection, it is so ordered.
Mr Dorber—I have a further response to the specific issues raised in the Senate, concerning the Hon. Peter
Anderson, of Peter Anderson and Co. Ltd. These relate to claims of reporting concerns raised by AFFA

departmental officers and the administration of the statutory funding agreement. On 23 June 2003, Senator
Ferris raised allegations about Mr Peter Anderson. She said that he was:

... not only the primary referee for the chief executive when he was appointed but an early recipient of a research and
devel opment contract of around $50,000 to travel to Europe to research the issues of chemical residuesin wool.

She further said:

... that same Mr. Anderson got another contract for $1 million for some form of IT services ... given that it was a single
individual who received that amount of money.

Senator Ferrisalso said:
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... that same Mr. Anderson appears to have received regular monthly payments of $10,000 or so for confidential work
which ceased when the chief executive left and there was never a disclosure of what that work wasfor ...

Senator Ferris again abused the privileges of the high office she holds by making unsubstantiated and ill-
informed comments about a person solely for the purposes of political point scoring. Senator Ferris's
allegations are untruthful, deceitful and misleading. Her comments do not assist in the resolution of the terms
of reference before the committee and they reflect poorly upon her.

A more balanced approach might have been to ask about projects also conducted for AWI Ltd and carried
out at my direction by ACIL Consulting—Mr David Trebeck is a close personal friend of Senator Ferris and a
business associate of Mr MclLachlan—or about Mr Trebeck’'s attempts to interfere with the proper
administration of AWI Ltd in respect of the delivery of trade policy services generaly, and specifically in
China. She could have asked about Government Relations Australia Ltd, operated by Mr Michael Yabsley,
which carried out specific project work for the company in respect of matters related to the Sheep CRC. |
record that both ACIL and Government Relations Australia Ltd did excellent work for AWI Ltd in respect of
their contract obligations. However, no great import as to their political connections apply and nor did it in the
case of Peter Anderson and Associates. The firms were retained because of their known ability to do the job,
not because of their connections with any particular political party or party members.

| rebut certain claims as follow: Mr Peter Anderson was not a referee for me in relation to my appointment
to AWI Ltd. Indeed, | did not apply for the position but was invited to be interviewed for consideration, as |
understand it, along with a number of other potential appointees. Mr Anderson did not receive funding from
AWI to travel to Europe and did not in fact travel to Europe on behalf of the company. Mr Anderson or any
person connected with him, his company Peter Anderson and Co. Ltd or any related entities did not receive a
payment of $1 million or any similar amount in respect of IT services, or indeed for any other services,
provided to AWI Ltd. Mr Anderson’s company did not receive monthly payments for which there was either
no documentation or disclosure to the company and its board about the work being done.

The truth is that Peter Anderson and Co. did sign a contract to deliver a report to AWI Ltd concerning
pesticide residues in Australian wool exports to the European Union. That report was received in writing—and
| seek to table the only copy that | possess—and consisted of approximately 90 pages. It included an executive
summary and a two-part analysis identifying the challenges and the remedies and possible actions likely to
occur in Europe, together with recommendations. That report was reviewed internally by AWI staff and
submitted to the managing director.

The report was found to have met its contract obligations and approval for payment was given. The terms of
reference were: to identify the likelihood of a prohibition being imposed by the European Union on pesticide
or chemically contaminated wool from Australia, and specifically to identify the likelihood of an attempt by
the EU or any of its organisations to prohibit the import of, or to impose sanctions against, pesticide or
chemically contaminated wool from Australia and, if such arisk existed, to advise whether the risk was one of
a short- medium- or long-term nature; to identify who and to ascertain why such action may be under
consideration; and to gauge the potential level of support for such action being taken. The project staff
included Mr Anderson, a former European Union trade expert and a United Kingdom based trade policy
operative with extensive connections into the European Union. Upon request, | will provide extensive further
detail asto the rationale for the project, the selection of the consultant and the report, which | have tabled.

The report falls within the provisions of the statutory funding agreement; however, it was paid for from
shareholder levy funds and was not subjected to a claim for matching Commonwealth moneys. By way of
background, the CSIRO lobbied me when | was in France to get AWI to spend some millions of dollars,
allegedly because the European Union was about to ban the import into the EU of chemically contaminated
wool. | was extremely cynical about the proposition, knowing that the European Union can take decades to
make a simple decision. It was far more cost effective for me to spend $50,000 to conduct this project than to
succumb to the pressure of the CSIRO to spend millions of dallars that our shareholders would get no return
for. | also knew it to be factually true that the alleged level of chemically contaminated wool that is exported to
Europe or to the European Union is considered to be less than five per cent of the total export clip.

| cannot assist the committee on the claimed $1 million for 1T, beyond what | have said, without some
specific information. The claim is malicious, mischievous and untrue. Peter Anderson and Associates were
retained on contract by AWI Ltd for the period 2 October to November 2002, at a rate of approximately
$10,000 per month, to carry out a specific project in relation to complaints by AWI shareholders concerning
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the rationale and science behind the OJD management restrictions imposed by the New South Wales and
Victorian governments.

Senator O'BRIEN—That is two months, isn’t it?

Mr Dorber—I think it is two—from October to November. | will qualify that by saying that | do not have
access to any records. What | do say is that, yes, he was paid $10,000 a month for a number of months,
because the sharehol ders of the company asked the company to do it and my board approved it. Mr Anderson’s
company was required to work with the key government stakeholders, scientists, representative groups and
individual AWI shareholder wool growers to provide expert advice and assistance. His specific role related to
facilitation of discussions with key public sector and palitical policy makers, the identification of government
review processes and to assist in identifying solutions to a long-standing and vexed problem that directly
affected the financial wellbeing of many sharehol ders.

Mr Anderson’'s company was assisted by Hassall and Associates based in Dubbo, New South Wales. The
work only concluded, as | understand it, because the parties reported directly to me as managing director and,
upon my dismissal—not my resignation—a vacuum was created. No contact was initiated with him by AWI
Ltd. Again | will, if required, provide further extensive detail about this matter. During my tenure, the costs of
this contract project were not claimed by AWI as a charge against matching Commonwealth government
funds.

In respect of reporting concerns raised by AFFA and the administration of the agreement, at no time did any
officer of the company report to me that there were any problems or issues of concern raised by government
concerning the reporting relationship between AWI Ltd and the government. In fact, the responsible AWI
officer, the company operations manager, reported monthly in writing and advised me, the board and the
financial and audit committee that the relationships were first-class, that improvements and that suggestions
for greater efficiency between the company and the government were constantly being initiated by both parties
and being implemented.

In an exchange of correspondence between me and the secretary of the department, Mr. Mike Taylor,
mutual recognition of the challenges confronting us in implementing the effective privatisation of wool RDI
was discussed. In aletter dated 17 October 2001, the secretary stated, inter alia:

| should say that AFFA appreciates the efforts of AWI, and you personally, have made to make AWI's operations and
activities open and accessible to levy payers through the Internet and other means of release of information to producers
and other stakeholders. The planning documents also represent a commendable effort to show alevel of transparency and
to the company’s future operations.

On 5 February 2002, the secretary wrote further and said in part:

Thank you for your letters of 14 and 19 November 2001 ... | believe these represent an adequate response to the
requirements of our Statutory Funding Agreement. | appreciate the efforts of AWI in engaging with the Department of
Agriculture, Fisheries and Forestry Australia (AFFA) on so many matters where we have a shared interest ...

He went on to say:

It is pleasing to note that Mr. Mal Thompson and Mr. Phillip Lee were recently in Canberra to talk to AFFA staff,
including Mr. Morris and relevant members of his team.

On 27 May 2002, Mr Gavan Cattanach, who was interviewed by this committee the other night, said in a
|etter:

Thank you for the opportunity to meet with you on 8 May 2002 and for the update on the progress being made on a range
of issues. With regards to the draft 2002-07 strategic plan, | would like to commend AWI on the progress made on this
difficult task.

| am aware that a search of AWI records and AFFA records will disclose further complimentary remarks of this
kind throughout my tenure as managing director. In respect of comments from members of parliament which
further support my assertion of good relati onships and information exchange | refer to the following and note
that | am aware that many other similar |etters are available through AWI Ltd. On 29 January, Senator Judith
Troeth, said, amongst other things:

| am pleased to note that the AWI Company has given a detailed response to the government’s priorities ...

On 4 July 2002, Mr. David Hawker, federal member for Wannon makes reference to the wool backbench
committee. At least one of the senators here was present on that occasion:
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Thank you very much indeed for coming to address members of the Government Backbench wool committee last
Tuesday. All members were very impressed with the positive approach you are taking to the operations of AWI. We
certainly hope that your enthusiasm and determination is trandated into real results as indeed everyone expects. It is most
refreshing to no longer fed that wool producer problems are primarily directed at government. | trust this welcome change
will continue,

On 17 August 2002, the Hon. Warren Truss said:

| note that extensive industry consultation has been undertaken as a basis for developing the plans, which include
investment of nearly $400 million over the next five years ... It isin this respect that | consider both the Strategic Plan in
conjunction with the Operating Plan meet the requirements of Sections 16 and 17 of the Statutory Funding Agreement
(SFA). They will also provide a sound basis for the forthcoming SFA performance review in 2003.

On 9 August 2002, Senator Judith Troeth said:

The significant improvements in Australian wool production profitability through investments in research, devel opment,
innovation envisaged in the AWI Investment Vision 2002-2007 have the potential to deliver real benefits to industry, and
provide challenging targets for AWI in the tough competitive market faced by the wool producers. The scheduled work on
performance measures to improve the linkages between targets far each project or action included in the operating plan
and the overall strategic investment vision will help provide a sound basis for AWI’s planning and reporting.

She went on to say:
| look forward to being involved in the launch of the plans.

Administration of the Statutory Funding Agreement is complex and is not properly understood by this
committee. In particular, the assertion that matching government funds are sent to AWI without proper
accounting, or in advance of their expenditure, is untrue. | am willing to explain in detail the recoupment and
accountability processes of the SFA.

Finally, | want to record that the complex and detailed project management and assessment tool, correctly
identified by Senator Stephens, can be demonstrated to the committee by AWI Ltd. It was known as the
Innovar moddl and was designed, developed and implemented under my direction. It was used for almost
every project and concept assessment from approximately May 2001, two months after the company
commenced business.

CHAIR—Mr Dorber, isthisthe final 14-page statement?

Mr Dorber—It is. During that period | was responsible for reporting to the board of the company and to the
minister for agriculture in respect of compliance with the SFA entered into between the Commonwealth of
Australia, Australian Wool Innovation Ltd and AWRAP. During the period, | certified in writing on a number
occasions, by way of a signed certificate, that the expenditure claimed under the agreement had complied with
the requirement of clause 4.1(b) and schedule 4 of the agreement. Indeed, | might add as an aside that, during
the first eight months, | directed that spreadsheets be prepared and be sent to the Commonwealth that itemised
against schedule 4 of the Statutory Funding Agreement every single item of expenditure. The Commonwealth
wrote and said, ‘ Would you please stop doing that? There' s too much paperwork.’

Recital C of the Statutory Funding Agreement required that AWI be declared to be a research body for the
Australian wool industry. It was so declared. In respect of the operations of the agreement, | say that the
agreement is an effective operational tool designed to ensure proper governance of Commonwealth matching
funds and compulsory wool levies. It is designed to strike a balance between the independence of a limited
propriety company and the oversight of Commonwealth funds. As such, the agreement is an effective
operational instrument. Further, the reporting and audit rules specified in the agreement are adequate to
safeguard the interests of shareholders and the government. Further increases in the role of the government in
the operation and administration of AWI would be contrary to theintent of the process, contrary to the interests
of shareholders and represent a further and unnecessary cost burden to both the company and government.

The agreement defines the activities of the company upon which one may spend funds provided under the
agreement. In particular, the agreement defines agri-palitical activity as ‘political campaigning or funding,
developing, designing, resourcing or participating in activities intended to exert political rather than advisory
influence on government policies or in activities intended to exert political influence on public opinion’. At no
time during my period as managing director were any funds of the company, subject to the provisions of the
Statutory Funding Agreement, expended on agri-political activity. Moreover, during my time as managing
director, no alegation to the contrary was ever made to the company, its board or its officers, and none has
been made to me since. The agreement requires that Commonwealth matching funds be only paid equal to 50
per cent, capped, of the amounts already spent by the company on eligible R& D activities. Schedule 4 defines
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digible R&D activities. The Commonwealth does not allow the company to receive matching funds other than
against already expended moneys that have been certified as being properly spent. During my period of
management, at no time was a claim submitted for matching funds other than in respect of eligible R&D
activities. At no time during the period was any allegation made that any funds had been claimed contrary to
the agreement.

In respect of public allegations that the alleged ‘ donation’ to the Farmhand drought appeal in October 2002’
congtituted a breach of the Statutory Funding Agreement, | say that such a claim is untrue. Details of the
circumstances surrounding the negotiations of funding were provided to the Commonwealth in writing upon
request. At no time has the Commonwealth, or any minister, suggested such negotiations breached the
agreement. The public claims made by certain current directors of AWI about the project funds are untrue. In
particular, the claim by the current chair that he, or any member of his board, issued any instructions revoked
or otherwise acted in respect of the Farmhand drought relief appeal funds are untrue. | say that the conduct of
Mr lan McLachlan and Mr Simon Campbell, and the New South Wal es Farmers Association amongst othersin
respect of this matter, has been deceitful and that they have been untruthful to AWI shareholders. | believe that
Mr McLachlan and some other current AWI directors improperly used this issue as a pretext to justify my
dismissal as managing director.

At no time since my dismissal as managing director has any person sought advice clarification or
information from me concerning this matter. | note that | was legally bound under my contract to give that
advice for six months after my dismissal and would have, had | been asked, done so. The written records of
AWI support my contention that this matter was handled correctly at al times. My decision to terminate the
proposed funding agreement was due to my dissatisfaction with the conduct of certain officers acting on behal f
of the organisers of the appeal. It had nothing to do with the criticism that | received for the decision to support
the project.

The decision to support the drought relief appeal was based on the announcement by Mr Alan Jones, radio
broadcaster, that the fund would not only provide assistance to farmers but would also engage in research to
address major issues concerning the use and management of water, especially in the context of drought but
more specifically to identify potential future solutions. AWI had already signalled an intention to engage in
this form of research and my approach to the Farmhand appeal was based upon seeking mutual advantage and
leverage of funds to increase the potential total available moneys available for such research. It was not my
intention that any AWI funds be spent on financial relief to farmers for the following reasons. Firstly, | had no
power to do so. The managing director’s del egation to make such grants was limited to $150,000 per approval.
Secondly, | was aware that appropriate state and federal government funds were available for such purposes.
Thirdly, | could and would only ever support expenditure of AWI funds for the benefit of wool growers as
required by the constitution of the company

This matter became the subject of public comment only because | exercised the consistent practice endorsed
by the former board to be open and transparent in all my dealings with shareholder funds. Had | not made a
public statement about this matter or any other funding decision of the company, then the information would
not have appeared in the public forum.

Termination of the proposed Farmhand drought appeal agreement was undertaken by me and, in part, the
previous board. It was not an initiative of the current board or chair. Upon requests made to me by the
Secretary of the Department of Agriculture, Fisheries and Forestry, | provided a detailed written explanation of
the process, reasoning and outcomes. The letter was provided within six hours of the request. | then discussed
it with Mr Taylor, who thanked me for it and indicated he would be providing it to the minister. He said that it
addressed all of the concerns raised with him by external parties. At no time did he suggest or infer there had
been a breach of the agreement. That |etter should be provided to the committee by the department. | am aware
that at least one senator was given that |etter on the day that Mr Taylor received it.

In respect of the deed of release between me and AWI and its breach by AWI, my termination of
employment was the subject of a mutual deed of release dated 2 December 2002. One of the terms of that
release required that both parties:

... covenant and agree that each will refrain from any direct or indirect disparagement or criticism of the other in public or
by any means of publication. The obligations set forth in this clause apply to AWI using its reasonable endeavors to ensure
that its employees, servants, agents and contractors also comply with these obligations in relation to conduct in the course
of their employment, agency or contracts.
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In my view, by his consistent criticism of the management and governance of the company during my
stewardship, Mr McLachlan has breached the terms of the deed of release and demonstrated a lack of
honorable conduct in this and other matters by taking advantage of the deed of rdease. This release has
precluded me from making public comment on claims he has made in the media about the management of
AWI Ltd whilst | was managing director.

By way of example, | point to the letters to shareholders of March 2003 and June 2003. Some 36,500
people received these letters. He made public and reported comments, including a speech to the New South
Wales Farm Writers Association on 31 March 2003. There were public and reported comments made by Mr
Simon Campbell, President of the agripolitical body WoolProducers, a commodity council of the NFF, and
comments made by Senator Ferris, amongst others, which were based on information which could only have
been supplied by or through Mr lan McLachlan, including, as | found out just before this hearing, the supply to
the media of my curriculum vitae. That could only have come from the personne file held by AWI. |
understand that to have given that out improperly would have at least been a breach of some privacy
legidation. | believe that the material constitutes a carefully calculated campaign to circumvent the obligations
of that deed of release, whilst at the same time ensuring that such opportunity was not afforded to me, without
the threat of instant legal action.

Allegations of a failure of corporate governance by the former directors have not been substantiated. In
particular, claims that the former AWI board failed to disclose a ‘failed AGM’ in respect of the election of
certain directors is untrue. The claim was made by Mr Simon Campbell who, at the time he made the
assertion, knew it to be untrue. He had received comprehensive written advice and had been briefed verbally.
The facts are that, when | identified to the then board deficiencies surrounding the demerger process because
of oversights in the constitution of AWI Pty Ltd, subsequently AWI Ltd, those matters were reported
immediately to the board, subjected to immediate legal investigation and disclosed in a timely and proper
manner to sharehol ders.

Claims that the former board showed a lack of respect to shareholders were falsg, illogical and had no basis
in corporate law. The claims were made as part of a deliberate political campaign to destabilise the former
board in a climate of longstanding political mistrust, engendered by wooal industry palitical bodies who deeply
resented the decisions of wool growers to establish AWI Pty Ltd as a corporate entity, free of the previous
control exercised by those palitical bodies.

As a demonstration of the former board’'s commitment to informing shareholders, | record the following:
publication of Beyond the Bale, a bi-monthly newspaper; circulation of the second strategic plan and operating
plan, which | have tabled copies of here tonight, to 36,500 shareholders; an average of two informative press
releases weekly; conduct of face-to-face shareholder meetings, known as ‘barbeques and bashes —how
appropriate, given today’s paper—at least monthly; conduct of industry-wide acclaimed forums in March
2002; attendance at many industry functions throughout Australia; frequent shareholder approval of the new
level of contact and communication; meetings and letters to major wool grower groups and face-to-face
briefing of key, large shareholders.

Claimsthat I, as the managing director lied to the shareholders at the 2002 AGM are untrue and defamatory.
At the time of the AGM | reported to shareholders the truth as | knew it at that date concerning the proposed
lease and/or sale of company property in York Street, Sydney. My advice was based upon a written report
received from the AWI operations manager concerning the sale or lease of the subject property. The
subsequent failure of the proposed lessee to complete the contract was a direct result of a disagreement over
removal of certain fixed objects from the site. This disagreement occurred after the AGM.

Claimsthat | lied to the sharehol ders about the number of full-time permanent AWI employees as at the date
of the 2002 AGM are also untrue. | note that the 2002 AGM was recorded by tape. The committee could, if it
wished, access that tape and hear the words that substantiate my claims for themselves. At al times | acted in
accordance with the constitution of AWI, the provisions of Corporations Law and the statutory funding
agreement. The board approved delegations. | have brought a copy with me because it is quite clear that no-
one here knows what authority | had as managing director, sanctioned by the board, approved by the board and
documented. | table this document spelling out my precise powers and delegations.

CHAIR—I move that we receive that document. There being no objection, it is so ordered.

Mr Dor ber—No person has ever suggested directly to me, or through my lawyers, anything to the contrary.
Generalised slurs have been made against me by the present Chair of AWI but none of these are substantiated
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or would be able to be substantiated. In my belief these comments are based on the politics of the wool
industry, not on fact.

My comments on the ‘ unpublished internal mid-year audit’'—bearing in mind that | have never seen it or a
summary of it—follow. For the financial years 2001 and 2002 the independent auditors of the company,
PricewaterhouseCoopers, had unfettered access to the chief financial officer, all staff, the books and records of
the company. The board had a finance and audit committee, on which | sat as an observer only. It generally
met monthly and carried out regular oversights of reports to the board, financial matters and other issues
relating to the good corporate governance of the company. At no time did the auditors raise with management,
the finance and audit committee or the board any allegations or suggestions of improper conduct. Indeed, the
audited accounts of the company were presented to the shareholders and were adopted without dissent at the
AGM last year. In fact, Mr Campbell moved the motion.

In September-October 2002, at the initiative of management—me and the chief financial officer—
PricewaterhouseCoopers reported in writing to the board concerning the financial management of the
company. The report found that, proportional to the exponential growth of the company, the financial affairs of
the company were properly and prudently managed. The report made a number of recommendations
concerning process, all of which were received, implemented and monitored by the finance and audit
committee of the board.

On the issue of political pursuit of former board members, | say that the current public campaign against the
former board of AWI is motivated by the palitics of the industry; designed to create prejudice in the minds of
shareholders and government against the former board members of AWI Ltd; constitutes a breach of the
statutory funding agreement in respect of the use of funds for agripolitical activities, based on dediberate
untruths, distortions of facts and misinformation; and untruthful in that a letter to sharehol ders purporting to be
the outcome of an audit by PricewaterhouseCoopersis not in fact afair reflection of that report.

CHAIR—MTr Dorber, you have been going for three-quarters of an hour. We will move to incorporate the
rest of your report. There being no objections, it is so ordered.

The document read as follows—

Comment on McLachlan letter to shareholders—June 2003. | refute as untruthful and mischievous, alegations made
concerning management practices referred to in a letter to shareholders of June 2003 and released to selected rural media
outlets seven days prior to dispatch to AWI shareholders.

32. In particular | say in respect of that letter that the following additional information or clarification is required and
would provide AWI shareholders with a more truthful and transparent report on the state of affairs at AWL

33. Under the heading ‘M anagement consolidation’ Mr. McLachlan reports on the appointment of a Mr. Les Targ.

34. In the interests of good corporate governance, the current Chair of AWI, Mr. McLachlan should have (but has failed)
disclosed the long-standing personal/business rel ationship between himself and Mr. Targ.

35. Mr. Targ and Mr. McLachlan are both (and have been for some years) Directors of the recently announced, failed
Space Lift Pty Ltd. Further, Mr. Targ and Mr. McLachlan should have aso disclosed their business relationship and
connections when Mr. Targ was employed at Australian Defence Industries, whilst Mr. McLachlan was the Minster for
Defence.

36. Neither Mr. Targ nor Mr. McLachlan have disclosed to AWI shareholders that receivers and managers have been
appointed to Space Lift.

37. Mr. McLachlan should aso identify to the shareholders (beyond generalisations) the formal qualifications of Mr. Targ
and the basis for appointing him from consultant to full time employee on $250,000 plus per annum and why within three
weeks of that appointment, he arranged to have him receive an alleged $40K increase on the grounds that an ‘unknown
entity’ was going to headhunt him away from AWI.

38. Mr. McLachlan has not disclosed to the shareholders that having appointed Dr Stephens on $360,000 per annum
(approx) within four weeks he asked the Board to increase that amount by between $30K-$40K.

39. In respect of the AWI project and subsidiary company ShearExpress Pty Ltd, AWI should release the ‘ secret report’
written by the latest AWI Board appointee into ShearExpress and justify the claims it makes about the ‘optimistic
assumptions’.

40. The statement in the McLachlan letter to shareholders is not an accurate reflection of the former Board's ddliberations
on this matter.

ShearExpress Pty Ltd
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41. A full report of the process followed by the former AWI directors before approving the ShearExpress project would
disclose a probity driven review process, driven extensively by the importance of protecting shareholder funds.

42. In respect of the AWI Global Pipeline Study | note that the study was not completed at the time of the Board
changeover.

43. The former management should have been given the opportunity to comment on these assertions, before they were
published.

Project Management

44, The former directors and | have been subject to considerable criticism in respect of the management of AWI projects.
This has been a theme of many public comments made by Mr. M cLachlan and others.

Advance payments -

44, There is nothing unusual in making advances under properly controlled conditions (letters of comfort, legally binding
exchanges about commitments. etc), in respect of certain classes of advances in complex research and development work
is normal practice. Mr. McLachlan has failed to point out that ‘on his watch’ over $1 million in such payments has been
made in 4 four months. The practice of advance payments under these conditions in Research, Development and
Innovation, is not uncommon. It is certainly not evidence of poor management practices, as has been alleged.

45, Under the former Board payments were approved by the Managing Director under written delegation to the CSIRO,
Victorian Government, University of Addaide and The Woolmark Company—all substantial entities and all with proper
legal arrangements in place.

46. Mr. McLachlan refers to “Unusua or poorly substantiated payments”. In reading this letter, the auditors qualification
published at the conclusion is very important; there can be no improper inferences. Yet Mr. McLachlan has made such
inferences and has done so to all shareholders. | assert there has been strict compliance with probity, AWI Board
delegations and the Statutory Funding Agreement in respect of all these matters.

47. The alleged payment of fees to a former Director of ShearExpress. This remuneration has not been raised with any
former Director for clarification. If it relates to any payments to me, | am unaware of them and in any event | note that
they are governed by the signed Deed of Rel ease between AWI and me. The matter has never been raised with me.

48. Public claims of advance payments to Directors of fees. It has been suggested that directors improperly received large
and improper payments of advances. This is simply not true. The payments referred to relates to an FBT rebatable
allowance, paid only after the Chief Financial Officer sought and received written advice from PriceWaterHouseCoopers
about the processes for such payments. It was entirely proper. It was done on the advice of the auditors. That this should
be used as an example of profligacy or waste is quite improper.

49. Requests for repayment are being negotiated at the current time. There was nothing improper about the payments,
which were subject to audit in the 2001-02 financial years and published in the 2002 annual report. This matter was not
raised with any former Director until after publication to the media by Mr. McLachlan. There is no proper basis for
seeking repayment.

50. The statement in this letter is designed to infer some wrongdoing—which is absolutely denied.

51. Payment to a former director of travel costs—which may not have been incurred. This is absolutely untrue. AWI is
aware that this claim is untrue and is currently accessing QANTAS flight records, which substantiate proof of travel. The
claim relates to travel conducted with former AWI Board approval by the former Chair of the Board. The costs were
approved for the Chair of the Board to attend the an AWI China Wool Textile Association in Shanghai in place of the
Managing Director, following advice from AWI’s legal counsd that the managing director was needed in Australia. The
Chair attended the conference, delivered the keynote address for AWI and generally enhanced the reputation and image of
AWI and its sharehol ders.

52. The insinuation of wrongdoing is denied.

53. Claims by McLachlan about a contract for payment of $55,000 not supported by documentation—no claimed proof of
supply. Payment of $44,000 services unsubstantiated. These claims are generalised and should be clarified. No payments
were made at any time whilst | was Managing Director, without written supporting documentation and taxable invoices. |
have never been asked to comment or give advice about these matters. Insufficient material has been provided to identify
what these claims refer to.

54. No former Board member has been asked about these matters. They are general and spurious allegations—again
designed to infer wrongdoing. The information is inadeguate to test the truth of the allegations and Mr. McLachlan should
be required to substantiate his claims. | should then be given an opportunity to respond.

55. Termination payments. All payments are documented, and were made after the receipt of written or verbal professional
advice, which was placed on each former employees file. Each approval was within the written and Board approved
delegations in operation as at the date of termination. No attempt to seek advice as to the basis of payments has been
requested of the del egated officer—the former Managing Director.
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56. Bonuses. All payments comply with a Board approved policy and were within the published del egation to the MD. No
impropriety of any kind occurred and again the letter seeks to infer (wrongly) some error or misconduct.

57. The claim that payments in excess of $800,000 were made without approval, in the absence of a proper performance
appraisal system or without the proper exercise of due process, independent review and objective assessment is
completely untrue and is a fabrication.

58. The former AWI Board had both awritten, externally prepared performance review program in place, together with a
defined bonus pool of funds specified in the annual budget and a formal written delegation exercised by the Managing
Director.

59. Alleged Inconsistencies with the Statutory Funding Agreement. This is denied. In respect of a payment to the NSW
Sports Council—payment was from the non-government component of AWI funds—no breach of SFA occurred. No claim
was (or would have) been submitted for ‘matching Commonwealth Funds for this expenditure’. The statement by Mr.
McLachlan either demonstrates an absence of understanding of the SFA or is designed to bring the former management
into disrepute.

60. The payment to the Charles Sturt University. There is a proper recorded basis for the payment to Charles Sturt
University. The project involved a major program in wool education, building on an initiative developed between AWI
and the University. The disparaging remarks about a ‘rock collection’ are again designed to infer wrongdoing. The
investment is defensible when the facts are known. Those facts are readily available within the records of the company.

61. Project with the Royal Society of the Arts. These payments relate to use of innovative wool (Australian content) and
again were proper payments. They were unanimously approved by the Board of AWI and comply with SFA. The project is
consistent with the overwhelming support of shareholders (see survey of 2,500 shareholders) about expenditure on
educating young, future users and designed in Australian wool, about the benefits of the product.

62. ldeological/cultural differences between Boards. The comments about the above project reflect the fundamental
differences between the former Board and the new Board. The former Board considered the collected views of the
shareholders and recognised the importance of finding new markets for wool, wining over potential large scale users and
turning back the attack on Australian wool as a fibre of choice.

63. The former Board believed (and still believes) that Australian wool’s future will be determined not by the growing
practices of wool growers in Australia, but by a direct assault on the cost of the product, innovative new uses and its
rebirth as the fibre of the 21st Century. AWI shareholders have consistently endorsed this view.

64. $500,000 for a film. This payment was made against a formal contract after a tender process. The nature of the
payment for work of this kind is standard practice for the type of work. The project continues under proper management
and the current AWI Board has proceeded with it on the same terms as originally approved. Mr. McLachlan’s reference to
the payment being made to a ‘sole trader’ is disparaging but has no substantive meaning. The majority of Australian
corporate film production companies are small and their size is not determinative of the quality of their product.

The film isin fact an international standard 35mm film, cd-rom, series of educational cuts and related material about the
global wool industry.

64. The ‘wool awards consultancy’ of $404,560. The inferences in Mr McLachlan’s letter to the shareholders are again
designed to falsely infer wrongdoing. This payment was in fact the European Wool Awards—the same event to which the
current AWI Board is sending three Directors (and their wives to) in Paris in June 2003. The project was secured by a
binding letter of agreement signed by The Woolmark Company, AWI, The International Wool Textile Organisation and
Interlaine (Europe) before any payments were made. The letter constitutes a binding agreement with proper reviews,
stop/go clauses etc.

65. The awarding of ‘significant and lucrative consultancy contracts to an individual consulting group’. This allegation is
extremely defamatory in its inferences and has no basis in fact of which | am aware. Insufficient material has been
provided to identify to what McLachlan refers. No requests for advice about this matter have been made to me.

66. If the senate committee is prepared to assist in providing access to AWI data in respect of the comments made about
‘Review of project approvals'. | would be able to prepare a full and comprehensive analysis. This would demonstrate that
the processes adopted were appropriate.

65. Nothing demonstrates more the political nature of the McLachlan letter to shareholders than the section entitled,
Review of calculation of overheads. The readiness with which people like the current President of the NSW farmer’s
Association, Mr. Mal Peters have jumped on the bandwagon clearly demonstrates the damage that these imputations have
had on my reputation and that of the former directors.

66. Overhead Costs. The PwC (audit) document dealing with this matter says that the practice of the former Board in
apportioning project ‘ overhead costs' was normal accounting practice. They recommended the current Board do the same.
The claimed $20 million is a spurious and untrue figure.

67. The current Board should publish their definition of overheads and agree to debate this matter in front of the
shareholders. | am willing to front the shareholders over every issueraised in the McLachlan letter.
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68. Operational Matters:

«  election expenses

No impropriety has occurred. No breach of the AWI Constitution or Corporations Law has taken place. AWI's own
Lawyers acting for the Dept of Agriculture as well have already made this statement. All expenses were cleared through
the AWI Board's lawyers at the time they wereincurred.

«  Voting entitlements

A large amount of money was spent to get the information on voting rights as accurate as possible. As the current Board
will find out at its own peril, this is a complex area. Again the inference of some wrongdoing is offensive and untrue.

o Staff Numbers

McLachlan is playing with numbers and needs to go back to what was actually reported to shareholders at the AGM.
Senate Estimate Committee comments

The committee member who made adverse remarks alleging that in one year a director’s income was $100,000 and in the
next it was $400,000 and that was a surprising outcome for a person who was an ‘acting CEO’, was wrong in the
following respects:

1. Thefirst year ‘band’ income in the Annual report related to three months of employment

2. The band $400,000 did not relate to the managing director whose gross income (as per AWI group certificate) for the
relevant full year was isin fact $305,000 (inclusive of bonuses)

3. The former managing director was never an acting CEO.

4. The comments were either intended to be malicious or aimed for media consumption, or the author of those comments
cannot read and understand an annual report.

CHAIR—I amawool grower. They say there is only one thing sillier than sheep and that is the people who
look after them. | am one of those people.

Senator FERRIS—I note that on page 3 of Mr Dorber’s first statement, he makes a reference to a failure
on my part to declare a serious conflict of interest which should in the interest of justice see me disqualified
from these proceedings. | would like to say at the outset | have no financial or personal interest in the wool
industry. | have no financial or personal interest in any wool growing property. My personal and business
telephone records for the past six months would show that | have had no contact either in a personal or a
business sense with the chairman of AWI, and | have no personal or financial interest in any business that he
has ever run. My contact with Mr McLachlan in relation to the National Farmers Federation goes back to
1983, when | worked for two years for that organisation. | want to put that on the record.

CHAIR—MTr Dorber, | have a couple of questions and then | will throw it to Senator O’'Brien. | have a
guestion relating to the implementation of 22.2 of the funding agreement, which deals with the audit report.
Do you have the funding agreement there?

Mr Dor ber—No.

CHAIR—We will give it to you. That clause requires that the AWI must ensure that, as part of the annual
audit of its activities, the audit is to report on the company’s compliance with its obligations under this
agreement in relation to the funds advanced. Reading the auditor’s report to shareholders for 2001-02, on page
64 of the financial statements, there appears to be no statement of that nature. Can you tell the committee
where the auditor’s statement appears in the 2001-02 annual report and why it is not included in the auditor’s
report to shareholders, as appears to be required by the funding agreement?

Mr Dorber—I understand from the auditors that the writing of the annual report and that component of it
was exclusively their responsibility. They had in front of them at the time they prepared that report the letter
from Mr Michad Taylor acknowledging compliance with the statutory funding agreement. The only people
who could tell you why the precise words are not published there are the auditors themselves. What | can tell
you isthat the compliance did take place.

CHAIR—The AWI annual report for 2001-02 states on page 47 of the financial statements that, with regard
to a number of activities, AWI made a decision on what information was contained in its annual report, which
appears to severely limit the amount of information contained in the annual report. The statement is that, in
reporting on a list of issues and expenditure, AWI will report against a number of items direct to government.
This raises two questions for the committee. Which part of government did AWI report to and what, generally
speaking, was in the report? The second question is: how was this report conveyed, and on what basis was it
decided and by whom that this information would not be included in the AWI annual report? Similarly, how
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was it decided that a separate in-confidence report would be made to the Commonwealth on a number of R&D
activities?

Mr Dorber—I can indicate that the provision to do that is prescribed in the statutory funding agreement
and it relates in particular to ensuring that commercial-in-confidence material does not appear generally in an
annual report. | can say that no written report of a general nature was prepared for the Commonwealth. The
Commonwealth indicated that they did not desire to receive it at that time and it was agreed that, as the
company was very young, a more detailed and exhaustive reporting would occur over the second year of the
company’s activities. Each time the Commonwealth’s officers sought information, it was provided. For
example, | came to Canberra on numerous occasions to brief senior officers of the department face to face
about things like Shear Express Pty Ltd and a number of other investment proposals. The key message
consistently returned to AWI by the department was—and | might add this was said to my face by Minister
Truss—that the government had stepped away from the day to day management of this business and that what
the government sought was for the wool industry get on with the game and do what it was required to do. The
government had said to me on numerous occasions that AWI was a corporate entity managed by a board of
directors and acknowledged that compliance with the statutory funding agreement would emerge over time. |
had some sympathy for the departmental officers who were here on Monday night, because neither of them
had been directly involved in great detail in the affairs of AWI. Certainly Dr Samson had never been. | have
never met him; | do not even know who heis. But the senior officers of the department who were involved
are apparently no longer there.

Senator O’ BRIEN—Who were they?

Mr Dorber—I cannot remember the name of the man who was in charge when | arrived. It has dlipped my
mind, but it will come to me.

CHAIR—Y ou can take that on notice.

Mr Dorber—Yes. | am sure | will remember it, Senator. He was a longstanding player in the wool
department, and he retired or was relocated. | think his name isin the letter that Mr Taylor wrote to me that is
with the papers | have tabled.

Senator O'BRIEN—AnNd who wasiit that told you—
CHAIR—It wasn't Mr Paul Sutton, wasit?
Mr Dor ber—Yes, it was Mr Paul Sutton.

Senator O'BRIEN—ANd who was it who told you that the department did not want substantial
information in compliance with the statutory funding agreement?

Mr Dorber—What Mr Sutton told me was that the information that we were regularly producing was at or
above the level that was expected. There was an agreement that the annual report would be provided in draft
form to the department before it was finally published, which was done, and indeed the statutory funding
agreement requires that we provide that report to the department. Those officers of AWI who were responsible
for developing the annual report and for liaising with the auditor, the chief financial officer in particular, were
constantly contacting departmental officials to find out what was missing and what else they needed. My
understanding from the letters from Mr Taylor are that the annual report was accepted by the department and
that the financial reports were deemed to have met the provisions of the statutory funding agreement. | quoted
from that letter earlier—those precise words.

Senator O'BRIEN—Could you supply a copy of the letter?
Mr Dorber—I have included it with the bundl e of attachments. If that | etter is not there, | will try to find it.
Senator O'BRIEN—Areall the letters that you have referred to in your statement contained in that?

Mr Dorber—No, | have some of them in my personal possession. They are not my |etters to release, but
AWI hasthem on fileand | am sure the proper course would be that they give you al of them.

Senator O’ BRIEN—Thank you for that. As you were the first CEO of AWI, as | understand it, you would
probably be best placed to have a clear understanding of the CEQO’ s obligations under the Corporations Law.

Mr Dor ber—I am also a director of the company and have even more obligations.

Senator O’ BRIEN—The main obligation is in general terms an obligation to run the company in a manner
to protect the interests of the shareholders, isit not?
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Mr Dorber—Yes.

Senator O'BRIEN—So you have to comply with the laws of the land and protect the interests of your
shareholders, as | am sure you are aware, and there is also a requirement to comply with all the obligations
placed on the company in reation to the accurate reporting of the company’'s activities in compliance
requirements—that is correct. isit not?

Mr Dor ber—Y es. And that was always done.

Senator O’ BRIEN—Given the timing of your appointment and your position, it would be fair to say that
you were instrumental in setting this company up, or at least bedding in the management structure, wouldn't
it?

Mr Dorber—The government decreed the company would come into existence and signed a transitional
arrangement, and on conversion time, which was midnight on 31 December 2000, the company came into
being. | was recruited in January 2001 but not appointed until 1 March 2001. Between January and March, my
principal role was to resolve the question of the future of the former AWRAP personnel and to seek and obtain
extensive advice from Australian Wool Services Ltd, particularly from its chairman, Mr Rodney Price, and
from the chair of AWI, Ms Maree McCaskill. The new AWI board met two and three days at a time from
January onwards, developing the structure of the company. The structure, the staffing and the very early
decision making was a joint activity of the board. In fact, the records show that, in my time as managing
director, only once did a member of the board vote against a recommendation in front of the board.

Senator O’BRIEN—So the board would act upon recommendations put to it which, presumably, you
would put before it?

Mr Dorber—Yes.
Senator O’ BRIEN—Would you make the recommendations or would others be making them?

Mr Dorber—In the very beginning—the first three months—there was only me, and | made all the
recommendations. As staff came on, particularly senior staff, we started working together. A number of board
members made themselves available outside of board meetings to work with us. For example, one of the
earliest things we did was to implement the Innovar concept project and proposal assessment model that
Senator Stephens referred to the other night. It was my initiative to go to the board and recommend that the
Innovar model be introduced. It is a very effective model, and it was used in every instance, including on the
famed and poorly named woodlot project. Those records were placed in front of the board so that, when they
made a decision, they had the original project proposal, the Innovar score sheets, the reports of the project
officer and the program manager, and my recommendations arising from that.

Senator O'BRIEN—You mentioned Mr Price in your answer. Were you appointed by the board on his
advice, do you know?Was it he who recommended your appointment to the board?

Mr Dorber—I think Mr Price appointed me. He was the chairman of the holding company that owned AWI
gt%// Ltd, and | think that was one of the issues that caused anxiety for two of the directors from the very first

Senator O'BRIEN—That may be the case. Was it the board or Mr Price who appointed you?

Mr Dor ber—Mr Price appointed me.

Senator O'BRIEN—When did AWI officially open its doors for business?

Mr Dorber—On 1 March 2001.

Senator O’ BRIEN—AnNd you were appointed in January.

Mr Dor ber—I commenced duties on 1 March, officially, but | did a number of tasks and attended a number
of meetingsin my own time between January and March.

Senator O’BRIEN—This was the period when, as | put it, the management structure and the arrangements
of the company were being bedded down and decisions were being made—

Mr Dor ber—No, there was no structure devel oped before 1 March.
Senator O’ BRIEN—Sorry, | misunderstood your answer. You had a very small staff of about 30 or so.

Mr Dorber—We had permanent full-time staff of 27 as at last year’'s AGM, but we also had contracted
project managers—they have staff as well, of course. AWI’s permanent full-time staff grew quickly.

Senator O’ BRIEN—AUt the start, would it have been around 307
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Mr Dorber—At the start, it was three. We did not get a full complement of staff until a month before the
annual general meseting last year. When | was appointed, the words that were used to me were: you will
manage a budget of about $30 million, we expect you to have a maximum of 15 staff and there will be no
politics. | used to chant that mantra back to them on aregular basis.

Senator O'BRIEN—Why?

Mr Dorber—Because it was not true. The politics started from the first minute. The money was more than
double what was anti ci pated, which meant that the management issues involved a much broader range of staff.
The issues of conflict over winding down former projects, changing some of the culture and the traditions that
had previously existed—some of which were very good and some of which were not—initiated passion from
the first day. | can still recall an email being inadvertently sent to me from a scientist in Victoria,
recommending that somebody should get a stiletto and apply it firmly between my shoulder blades. | had been
there less than six weeks, and | did not even know these people. It is a very padlitical, very intense
environment. | never realised—and | probably would never have recommended to the board that we all stand
for election had | known—the intensity, the passion and the hatred that exist.

Senator O'BRIEN—Surely you just told us you did, if someone sent you an email in the first couple of
months of your appointment saying that they wanted a stiletto planted in your back.

Mr Dor ber—I was not counting one person’s opinion as representative of the entire R& D fraternity.

Senator O'BRIEN—Clearly, the statutory funding agreement with the Commonwealth was the critical
document in your understanding of the board’s and the company’s obligations.

Mr Dorber—Yes, to the point that the board and | spent an entire day studying it and discussing its
application. The delegations that | tabled spring directly out of the structure of the statutory funding
agreement.

Senator O’'BRIEN—It was originally drafted with parties between the Commonwealth and the Australian
Wool Services, and then AWI became a party once it officially cameinto being. Did you have any involvement
in the form of the agreement or was that before your time?

Mr Dorber—None whatsoever. | understand it was entered into in late December 2000 and that it was a
negotiation between, amongst others, Mr Price, some of the then political bodies that existed and key
stakehol ders that had been involved in the famous Goulburn affair. It was presented to us as a fait accompli. |
actually raised with AWS Ltd some concerns that the document, which contained certain provisions for the
payment of moneys for ongoing contracts, was not necessarily completely in AWI’s best interests, but it was
made clear that this was a hard-fought, difficultly-resolved issue and that we would accept that and negotiate
improvements next time around.

Senator O'BRIEN—I see it as a key instrument in the management of AWI. That is a fair comment, isn't
it?
Mr Dorber—I agree with you.

Senator O'BRIEN—This is the basis on which the company received around $16 million in taxpayers
funds and around $55 million in grower levy funds.

Mr Dorber—The statutory funding agreement deals particularly with the Commonwealth’'s matching funds
and deals with the mechanisms for collecting the levy.

Senator O’BRIEN—Isit both?

Mr Dorber—What it does not deal with and what is still a problemis the leakage from uncollected levies.
The key issue about the statutory funding agreement that | think has to be emphasised to this committee is that
the agreement does not permit the Commonwealth to simply collect and send the Commonwealth’'s
contribution to the company. The company must submit a retrospective application and certify the expenditure
complies with schedule 4 of the statutory funding agreement.

Senator O'BRIEN—Are you suggesting to us that this agreement is only about the Commonwealth
contribution?

Mr Dorber—No. Its primary interest isin guarding the Commonwealth's interest in making sure that the
Commonwealth’s share of the money is spent only on the matters listed in schedule 4.

Senator O’ BRIEN—Which provision of the statutory funding agreement will tell us that?
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Mr Dorber—I will just flick through it; it has been awhile since | have seen this.

Senator O’BRIEN—You have the advantage on me. You spent a day at the board meeting researching it
and worked with it for a couple of years, so please humour me in my attempt to have you assist me with my
understanding.

Mr Dorber—Clause 3 in particular deals with the payment of funds by the Commonwealth. It particularly
spells out how those payments are to be made at page 5.

Senator O'BRIEN—Can | take you to something that strikes me, because we may be able to short-circuit
this. Page 2 says:
‘Funds’ means the Wool Levy Funds and the Commonwealth Matching Funds paid to the Company under this Agreement.
Mr Dorber—Yes.

Senator O'BRIEN—On page 5 there is a clause entitled ‘ Payment of funds'. That deals with both wool
levy funds and Commonwealth matching funds. | am interested in how you would differentiate between, for
example, the receipt of those funds and emphasis in the agreement as to one sort of fund or another.

Mr Dorber—Clause 3(2) deals particularly with the levy funds and refers you to schedule 1, which then
defines what those funds are. The remaining parts of clause 3 deal with the Commonwealth’s matching funds
and the rules to be applied and then refer you to schedul e 4.

Senator O'BRIEN—Schedule 1 has category A and category B payments—that is, levy funds and
matching funds. Soitisboth, isn't it?

Mr Dorber—The category A payments are at schedule 1, which are for wool levy funds—
Senator O'BRIEN—Yes, that iswhat | just said.

Mr Dorber—and the category B payments—that gives the broad definition, but you then need to read
schedule 4 to know what the actual activitiesthat meet that test are. They are very wide provisions. Essentially,
the company could spend the money on anything except agri-political activity. But it could spend money on
agri-political activity, provided that was not either Commonwealth money or levy funds. For example, a board
of the company could spend the $24 million of funds that | negotiated from the sale of the properties in any
way that corporate law permitted it to, without referral to this agreement or to the Commonwealth.

Senator O'BRIEN—Wherewould | derive that interpretation from?

Mr Dor ber—The statutory funding agreement spells out which money the agreement deals with. It goes all
the way through clause 5. Clause 7 deals with what happens if you spend it the wrong way and how it is to be
paid back, and the role of the Commonwealth in dealing with that. Clause 10 deals with transferred money; we
started with a $5 million kitty, and there were rules about how that $5 million could be spent. There was a
provision made that wool growers were required to pay an additional levy of one per cent for 12 months. That
raised a very substantial sum of money, which was used to meet what were defined as transitional costs for the
Woolmark Company and AWI. About 95 per cent of those funds—some $8.4 million—was transferred to the
Woolmark Company.

Senator O’BRIEN—Clause 10 says:

The Company must spend or otherwise apply the Transferred M oneys and any proceeds from the sale or other exploitation
of Transferred Assets ... and must apply the Transferred Assets only on eligible R& D Activities ...

Mr Dor ber—The properties were not transferred assets.
Senator O’ BRIEN—What were they?

Mr Dorber—The properties were wholly owned by the CSIRO, and there was a 45-year legal stoush
between the wooal industry and the CSIRO about what share was owned by whom and why, and how it should
be realised.

Senator O'BRIEN—So how did those properties come to AWI?
Mr Dor ber—They did not get any properties.
Senator O'BRIEN—How did the money come to AWI?

Mr Dor ber—We basically fronted the CSIRO and, with board approval at AWS and AWI levd, said, ‘ If we
don't resolve this longstanding problem by 30 June this year it will be unlikely that we invest any more money
with the CSIRO.” That focused a lot of peopl€’s thinking. There was in existence at that time a memorandum
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of understanding, some nine years old, that said that, in the event that any moneys are raised from the sale of
these properties, those moneys have to be paid as an untied grant to the CSIRO. One of the early things we
did, with the clear and implicit assent of our shareholders, was tear that up and tell the CSIRO that we could
demonstrate a contribution by wool growers over decades to the acquisition of these properties—and we are
talking about very expensive properties; a $45 million property has recently been sold at Prospect. In a
hardnosed negotiation we negotiated a cultural change that resulted in a complete agreement that 50 per cent
of the proceeds, untied, remained with AWI and 50 per cent went to the CSIRO to do with as they saw fit.

In that process we also agreed, because of the history of the Falkiner Memorial Field Station, that AWI
would buy that property for cash from the CSIRO—and that is what we did. With those moneys, which | think
are due to be paid shortly, an agreement was entered into, a deed was signed and, if and when those moneys
came into the possession of AWI, it would be a matter for the board to determine what it would do with it. We
made some earlier recommendations about what should be done, following a very extensive survey of over
2,500 shareholders as to what they felt AWI should be spending its money on. We put that survey on the web
site and we published it internationally. We had many strong discussions with the International Wool Textile
Organisation, which wanted all the money spent post the farm gate, whereas some of our shareholders had
another view.

Senator O'BRIEN—I want to go to the detail of the statutory funding agreement, which you ensured your
company complied with in terms of your dealings with the Commonwealth. Part 4 relates to management of
funds. Can you tell me what sorts of accounting systems were required to comply with that part of the
agreement?

Mr Dorber—Firstly, we had to appoint a chief financial officer at a level with the competence and stature
to properly manage the funds—a chartered accountant—which we did. We spent quite a substantial sum of
money, in conjunction with PricewaterhouseCoopers and Innovar and some other contractors, to develop a
financial system. We had many meetings with the Commonwealth. Ultimately, AWI unilaterally introduced a
system whereby we took schedule 4 of the statutory funding agreement and we itemised every dollar spent,
line by line, against each of the sections of section 4. This was done by the chief financial officer and his staff.
We then sent that spreadsheet, which ran to hundreds of pages, to the Commonwealth, with a certificate signed
by me saying that the moneys had been spent in accordance with the statutory funding agreement and defining
every expenditure item. That happened for some months and then the Commonwealth said, ‘What we want
from you is a single piece of paper—a certificate—signed by the managing director, certifying truthfully that
the retraspective claim for matching capped funding has been spent in accordance with the statutory funding
agreement.” We still maintained the internal spreadsheet system to break down that expenditure so that AWI
could at any time, if an auditor asked, say, ‘ Yes, we spent $39 on clause (f) of schedule 4 and $2.5 million on
clause (y) or whatever it might be.

Senator O’'BRIEN—So that was something the board would have access to on aregular basis?

Mr Dorber—During my management the board had access to everything: the staff, the accounts, the
committees, me. There were no rules about who you could or could not talk to. That is not the situation today
but, when | was there, that was how it was run.

Senator O’ BRIEN—Was the material provided, in the form you provided it to the Commonweslth, to the
board?

Mr Dorber—It was. In fact, the board expressed great frustration that it was getting far too much
paperwork. The board papers included many folders at atime. In the early year, | took the view that it was best
to tell them absolutely everything and let them whittle it down to the point where they as a board felt that they
were adequately served. In addition to board papers, | wrote to the board every fortnight and sometimes more
often, listing every new project—who was getting the money, how much money it was and what it was for.
There was nothing that the board of AWI, which | was a member of, did not know or could not know about the
business.

Senator O’'BRIEN—Were all payments authorised in this fashion—in arrears or in advance?
Mr Dor ber—All payments for Commonwealth matching funds were claimed in arrears.

Senator O'BRIEN—NOo, | mean the spending of the company in your process. Did the board authorise
payments that had been made?

Mr Dorber—It was not that the board did not authorise payments; the board was not responsible to
authorise payments. That was my job. That delegations folder that | have tabled is very helpful in that respect.
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Senator O'BRIEN—So you had an authorisation to expend funds?

Mr Dorber—I could spend up to $2 million without referral to the board, but in practice, let me tell you,
there was nothing that did not go to the board. There was no project that | did not run past the board formally
or informally. The one time that | approved a project with an inappropriate name, that had not been seen by a
couple of board members, it blew up in my face, and | changed the name of the project.

CHAIR—If you came up with an ideato fund a certain project—
Mr Dor ber—I did not come up with the ideas. We would receive applications.

CHAIR—Did you actually go to the board and say, ‘1 think we ought to think about funding this,’ or did
you go to the board and say, ‘ Thisis what we' ve decided to fund’ ?

Mr Dor ber—Within three months of commencing operations the board met and adopted a strategic plan
and an operating plan for the first two years. Every concept proposal and project proposal was required by
board dictate to be measured against that strategic and operating plan. The concept proposals and project
proposals would be received by the operations manager. We never rgjected any proposals at that point. We
preferred applicants to put in a concept proposal because it was quicker and cheaper for all concerned. The
project officer and/or program manager would then go and talk to them. | would not even know that a concept
proposal or a project proposal was with the company until either | received a written recommendation or the
program manager said at the fortnightly executive meeting, ‘We have received 39 concept proposals to do the
following.” Then we would all talk about them and we would sometimes set up a project committee, if they
were quite complex. We would sometimes appoint an outside consultant to advise the staff. Any project
proposal that exceeded my delegation or appeared to be on something of interest to the board would go to the
board. The board would then have a discussion, and the board could—and sometimes did—vary the
recommendationsin front of it.

CHAIR—Did you place an ad to come up with ideas?
Mr Dor ber—No.
CHAIR—How did you identify opportunities?

Mr Dorber—In the first year we said to the research and devel opment industry: ‘ There is nothing we won't
look at in order to start looking for some very new, innovative ways of taking the wool industry forward.’

CHAIR—BuUt how did you let the world know that?

Mr Dorber—We published a concept proposal application form on the web site. | went and addressed the
CSIRO and the major universities and research bodies in Australia. We convened for the first time in the
history of the wool industry—an astounding situation— a meeting of the six major R&D providers across the
globe. They came to Australia and said, ‘ We have never met each other like this before' . It was discovered that
a number of them were doing common research. We said to them: ‘Go away and come back with a suite of
projects that you can collectively work on over time, with each of you picking up on your particular strengths.
We will take it to the board. Here's our strategic plan, our operating plan, the survey of our shareholderstelling
you what they want and all the history which you should make yourselves familiar with about what waool
growers are expecting. Here are our demands about intellectual property and our requirements about royalty
payments. Now go away and, as far as you can, meet all of our demands. If you hit a problem, come back.’
They would come back, and we would negotiate. Either |1 would go across the world or a project officer or
manager would fly somewhere. We would meet, and we would hammer it out.

CHAIR—You could commit up to $2 million without reference to the board?
Mr Dor ber—I could haveif | chose to.
Senator O’'BRIEN—BUt you did not?

Mr Dorber—I did not. | was a new managing director with a new board in an industry that, | was learning
very quickly, was passionately interested in everything that happened. There was a Senate committee that
wanted to see me often and ask me questions—which they did—and it was obvious that it was going to be
some years before a more formal private arrangement came into being.

Senator O’ BRIEN—Which Senate committee are you referring to?

Mr Dorber—I have appeared in front of a wool committee and twice in front of another committee that
Senator Ferris sits on that asked me | ots of questions—
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Senator FERRIS—They are not Senate committees, Mr Dorber.

Mr Dor ber—Well, they are committees of the parliament.

Senator O’BRIEN—They might be House of Representatives or party committees; | am not sure.
Mr Dor ber—I am not sure what they are, but they ask alot of questions; | can tell you that.

Senator O'BRIEN—So do |, but | am not part of those committees. | do not believe | am allowed in the
door of those ones.

Mr Dorber—I should tell you that | went out of my way to make sure that we tried to brief as far as
possible any politician, any member of parliament, who expressed an interest. It was clear that we were meant
to be an apolitical entity.

Senator O'BRIEN—Did the management tiers below you all report to you? Did you have the final
decisions, or did they make decisions on funding expenditure?

Mr Dorber—In the delegations it is clear that program managers could spend up to $100,000 without
referral to me. The practice was, because it was a very intimate company—we were all passionate and
excited—that we talked about everything together.

Senator O’ BRIEN—When you say they could spend up to $100,000 and you could spend up to $2 million,
isthat per transaction, per month or per year?

Mr Dor ber—Per project.

Senator O'BRIEN—So you could spend $2 million per project times however many projects, and they
could spend $100,000 per project times however many projects?

Mr Dorber—Yes, subject to the strategic plan, the operating plan, the ever-interested board and the finance
and audit committee, who would—

Senator O'BRIEN—So all of those projects, all of those expenditure decisions, were reported to the
board?

Mr Dorber—Every dollar of expenditure was reported, usually within 24 hours of it actually being
determined.

Senator O’BRIEN—No, | mean the board papers process. Did members of the board before they attended
receive papers which set out the expenditure for the relevant period?

Mr Dorber—Yes, and recommendations for future expenditure. They had a spreadsheet as big as half the
size of your table sent to them every month consisting of about 15 pages, with a complete breakdown by
strategic plan, operating plan, project section, on-farm, off-farm, intellectual property, royalties; it was all there
in massive detail. | understand that the former chair still has a copy and is going to table it when she makes a
submission to you

CHAIR—Could | ask a question about the funding. On what basis did you decide to do some projects
without the assistance of government funding? What was the logic there?

Mr Dorber—The clear requirement in both the constitution and the statutory funding agreement was that,
if we were going to do any projects that were agri-political in nature, they could only ever be funded from
money sourced from other than the levy or the matching grant. But the practice of apportioning the
Commonwealth’s contribution that | adopted, given the government’s view, was to apportion expenditure
against the very long letter written by Senator Judith Troeth—the parliamentary secretary assisting the
minister—which set out the government’s priorities for rural research, development and innovation. We had a
policy of apportioning our retrospective claim for funding against the government’s determined priorities. For
example, the $20 million natural resource management package fitted precisely with what the government
wanted done, so we claimed 50 per cent of that expenditure up to the cap from the Commonwealth.

CHAIR—I think in your preamble you mentioned some projects where there was no government money,
where there was just AWI money.

Mr Dor ber—Yes.

CHAIR—Did that mean that you did not think they would have had the priority the government required to
put government money into it? What did that mean?

Mr Dorber—You could reasonably argue that we would try to make sure 99.9 per cent of the time that the
$14 million out of the $80 million, which was the government’s capped taxpayer contribution, was
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apportioned against those priorities that the government itself had identified, recognising that the board as a
corporate company could change that if they wanted to, but they never did.

Senator O'BRIEN—You had a similar reporting mechanism for government where you had the program
that would print out a report which gave itemised details of every item of expenditure relevant to
Commonweal th expenditure and levy funds.

Mr Dorber—Inthe first year, until the Commonwealth said, ‘ We don’t want to receive this anymore.” They
had a very good reason for it. It was a massive amount of information, they did not have the resources to check
it and their attitude was, ‘ You' re a corporate entity; it's your responsibility.’

Senator O'BRIEN—That is a fairly significant statement, given the statutory funding agreement and the
detail of reporting that isrequired. Did you get that in writing?

Mr Dorber—The administration of the recoupment of funds was conducted by the chief financial officer
and the operations manager. It was not a matter that | was invol ved with on a day-to-day basis.

Senator O’'BRIEN—BUt did you get it in writing? That was the question.

Mr Dorber—I do not know the answer. You would have to ask AWI to search their records or ask the
responsible officers. | only know that it was reported to me and that, when | came to Canberra and met with
officialsinformally, the arrangement was referred to and nobody said to me that it should not happen.

Senator O’ BRIEN—In essence, the practice changed with your knowledge and approval, | takeit.
Mr Dorber—Yes. | had to sign the certificate every month.
Senator O’ BRIEN—It went from a very long and detailed statement to something much more abbreviated.

Mr Dorber—The certificate that went to the Commonwealth was abbreviated; the supporting data
continued to be published but was seen only by me and my board.

Senator O’ BRIEN—I am asking about reporting to the Commonwealth.

Mr Dorber—We gave them the general ledger. We gave them everything. They said, ‘What the agreement
requires is a certificate by the managing director attesting to the truth of the claim.” That is where | am
personally accountable under both corporate law and the agreement. If it could be shown that those claims
retrospectively made were false, | would be in serious trouble.

Senator O’ BRIEN—If thereis something in writing about that, AWI would have it on file?

Mr Dorber—Absolutdly, or at least the staff responsible would have diary notes or be able to report to you
the conversations.

Senator O'BRIEN—That is how you reported. Are you saying that there was no issue taken with that by
officers of the department, the minister or the parliamentary secretary?

Mr Dor ber—Absolutely.
CHAIR—Do you regret that you changed that arrangement?

Mr Dorber—It was not really our call. The Commonwealth told us what they wanted and we gave it to
them. The point was that we still produced the records months in and month out. If they had wanted to, they
could pick them up and ask for them. They had the power. They could have come and audited them or they
could have asked our auditors for areport. The Commonwealth was not constrained. We used to invite them to
Sydney and they used to say, ‘We ve never been asked to do this before. Fancy being invited up here to meet
with you al.’ | had a palicy that said, ‘ Get very close to the levy collections unit because we' re going to have
to find out how to recover the leakage of nearly $9 million annually of unpaid wool levy.” They were the ones
that collected the levy, and they needed an incentive to collect more. We were devel oping strategies with them
to do that. They are a very hardworking unit. | met all of them on one occasion in Canberra. It is a big job
collecting that levy. As | say, never ever in my time did someone say casualy, informally or formally, ‘We
don't like the way the system is going.’

CHAIR—What do you mean it was difficult to collect? Was that black market sales of wool or cash sales?

Mr Dorber—I cannot answer that. | can only say that we were in the throes of organising a project to
investigate levy leakage with a view to recouping it. One of my performance indicators, which the former
board had introduced, was that | would be rewarded according to my ability to recover this lost levy leakage.

CHAIR—Which, | takeit, comes from the sales of wool ?
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Mr Dor ber—Yes; the gross sales.
CHAIR—That isahit of a mystery to me: how people could sell wool and be almost on the black?

Mr Dorber—I have no basis to make a comment at all. It would be grossly wrong of me to try and infer
anything.

CHAIR—I wasjust curious, being in the business.

Mr Dorber—I can say that the records, particularly of the Australian Wool Production Forecasting
Committee that | established with board approval, were often at variance with other organisations' records as
to the volumes of wool produced in any one year or month. It was clear that counting all that wool was
difficult on occasion.

CHAIR—The mind boggles!

Senator O'BRIEN—In terms of clause 18 of the agreement, can you tell me how you implemented the
obligations placed on AWI by that clause?

Mr Dor ber—We prepared the report in accordance with schedule 3. Indeed, you will notice at the end of
the report, it goes straight back to the earlier issue that you raised, Senator, that commercial-in-confidence
material ‘ may be provided to the Commonwealth’—I presume it means ‘ or to members of the Commonwealth
parliament’. The ‘may be provided' isinterpreted by me as meaning ‘when they ask for it'.

Senator O'BRIEN—That is agood thing.

Mr Dor ber—Nobody ever asked for it—ever.

Senator O'BRIEN—Things may change. How was the report—the schedule 3 report in particular—
structured? | want to know how you report to the Commonwealth on those matters listed under the second dot
point of schedule 3, where it says that the annual report, or a separate report if desired by the company, should
cover R&D activities, with reference to items (a), (b), (c) and (d).

Mr Dorber—We dealt with that firstly by my writing a 15-page |etter, | think, to Minister Trusstelling him
what we were doing. Indeed | have quoted Senator Troeth's reply to the same letter that she received dealing
with point (a) of the second dot point, as to how we were implementing the government’s priorities. We had
not reached the point, in respect of items (c) and (d), of formalising those arrangements; however, the
Commonwealth were aware of the third-party list and had access to it if they wanted. Under schedule 3, it was
optional to the company whether or not they did those things. We said in the annual report that these matters
would be dealt with separately. My dismissal occurred not long after the annual report, so it did not happen in
my time.

Senator O'BRIEN—There was not an annual report or—
Mr Dor ber—Yes, there was. | have tabled the annual report.
Senator O’ BRIEN—BUt there was not a separate report?

Mr Dorber—There were matters in that report that, if a company desired, should be reported to the
Commonwealth. They were (@), (b), (c) and (d). Items (a) and (b) had been, independent of the annual report,
reported by me to the Commonwealth in writing on numerous occasions. Items (c) and (d) had not been
reported. The annual report last October was the first-ever annual report of the company to its sharehol ders.

Senator O'BRIEN—So there has been a report—not annually but on an ongoing basis—of items (a) and
(b), and you would say they are the separate reports that are authorised?

Mr Dorber—Yes.
Senator O’ BRIEN—So rather than an annual report or a separate report, if | interpret that—

Mr Dorber—I sought advice from our lawyers and we interpreted that to mean that the annual report
would deal with matters that were generally publicly and freely available, and separate reports—particularly in
relation to items (c) and (d) if they were commercially sensitive—may be produced and provided to the
Commonwealth. The proposal was that we would say to the Commonwealth: ‘Do you want them? We will
produce them.’ | just repeat that the first annual report was presented at the end of October last year, and four
weeks later | was dismissed, so | never got to implement those last two items—(c) and (d).

Senator O’ BRIEN—So the Commonwealth never received the details of R&D agreements entered into by
the company with third partiesin your time?

Mr Dor ber—I am not aware of that happening.
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Senator O'BRIEN—You would be awareif it had happened?
Mr Dor ber—In my time it never happened that | am aware of.

Senator O'BRIEN—AnNd in your time the Commonwealth never received a report on the management of
intellectual property rising from R&D activities? | suppose there would not have been any.

Mr Dorber—We spent a large sum of money combing the records of the former entities—there are over
7,500 boxes of files—trying to source intellectual property about which many wool growers had expressed
frustration to me that it had been paid for but had never been exploited or that they had never received areturn
for. We had an expert lawyer from—I cannot recall the company name—a very prominent law firm, an in-
house lawyer that was drafted in and two staff based in a warehouse in Gosford whose sole job was to spend
the next two years of their lives searching all this data, bringing the intellectual property records up to date and
identifying all of the liabilities of owners, shareholders or partnersin any of that intellectual property. Our sole
purpose was to get out of them every dollar we could that ought to go back to the wool growers because we as
a board had announced a strategy of reducing the levy and ultimately abolishing it. We had even had some
informal discussions with government about ending the Commonwealth matching grants because of our belief
that the wool industry wanted freedom from the government for ever.

Senator O'BRIEN—That would impress them, of course.
Mr Dor ber—And they could not have that whilst they were taking the government’s money.

Senator O'BRIEN—They certainly could not, but they probably could not while the Commonwealth was
collecting statutorily authorised levy payments either.

Mr Dorber—That is why we as a board wanted to abolish the levy when the company could generate
enough revenue from owning its own intellectual property to do so. It is my very strong view that the company
could operate quite effectively on no more than $30 million a year, and that means that we could dramatically
reduce the call on both government and wool growers.

Senator O'BRIEN—Looking back at item (c), which refers to R&D agreements entered into by the
company with third parties, would those agreements invariably involve aformal contract?

Mr Dorber—They would always involve a contract or a letter that constituted a contract. There were no
verbal approvals to spend money.

Senator O’'BRIEN—They say a verbal contract is not worth the paper it is written on, of course.
Mr Dor ber—Some contracts that are written down are not worth much either; take it from me.

Senator O’ BRIEN—I have heard what you have said so far. So, each and every funding agreement entered
into in your time with AWI was the subject of either aformal contract or a letter of authority?

Mr Dorber—Yes. Some of the contracts are very complex. For example, the final, formal contract for the
European Wool Awards, which has figured prominently in this committee's considerations, had not been
completed upon my dismissal, but the four parties had signed a 10-page letter which detailed all of their
mutual obligations. | have tabled a copy of that letter in my submission tonight. | think Senator Ferris referred
to these ‘wool award things' as being for $405,000 with no contract—a clear inference of improper conduct.
That is absolutely untrue. Indeed, the current board must be happy with it, because they just sent three
directors and their wives to Paris to have a very nice party to celebrate the first presentation of those awards.

Senator O'BRIEN—Wasiit part of the contract arrangements that you would have peoplein Paris?
Mr Dor ber—Sending the directors?
Senator O’'BRIEN—That people would represent AWI at the awards?

Mr Dorber—The contract arrangements specified the chairman and the managing director were the
members of the board to manage the European Wool Awards on behalf of the company. Who attended was
obviously always a matter for the AWI board. Parisis very nice at thistime of year.

Senator O'BRIEN—I will take your word for it. The traffic is a bit daunting, however. To be absol utely
clear, there were no item (c) reports in that second dot point area—the R&D contracts entered into by the
company—Iodged by AWI with AFFA?

Mr Dor ber—Not that | am aware of.

Senator O’'BRIEN—NGt in your time. What do you say about the reference in the AWI letter sent out to
growers last month to a large number of research projects being put in place with no contract?
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Mr Dorber—I say that a truck ran past my house and deposited into my hands two sheets of paper which
disclosed the PricewaterhouseCoopers analysis, that the claims in the letter are a lie—they are untruthful and
deceitful—and that PricewaterhouseCoopers should be called before this committee. They could present to
you, in black and white, what they told the chairman of the AWI board. The chairman of the AWI board would
have to then admit to you that he misled his shareholders and that whoever briefed Senator Ferris misled her. |
do not have to disprove it. | can tell you that the number of projects approved without final contracts—and
they were always covered by letters of agreement which included a requirement that if a final contract was not
signed the funds had to be returned—did not exceed nine in my time. They involved the Woolmark Company,
the University of Adelaide, the Victorian government and one other large entity.

It is the same as the mythical story about $500,000 to a sole trader for a film. | sought advice from a lawyer
who specialises in film making and media, and he said to me, ‘ Everybody who makes afilm is a sole trader.’ |
should take advantage of this moment to tell you that there were three tenders for that film; there was a signed
contract in place. The advance, | am informed, is common practice across the globe for projects of that kind.
There are very few film makers who will make a film on a promise that they are going to be paid afterwards. I
I am required, | can vouch for the justification of that film, for the proper contract negotiations and for proper
tender. There were three tenders on the AWI files. Why somebody would choose not to tell a senator that and
allow her to say something that is not correct, | find appalling and offensive. Also, it has done dreadful things
to my family asthey are constantly assailed, everywhere they go, with the suggestion that their father might be
corrupt or in some way had behaved improperly. How that could be said in this parliament last Monday night,
| just do not understand.

Senator O'BRIEN—S0 you are essentially saying that there is evidence on AWI files which will
substantiate everything that you have said—

Mr Dorber—Absolutely. There are documents that | have tabled, there is my statement and, more
importantly, | think there is the disclaimer published by PricewaterhouseCoopers on the shareholder |etter,
which says:

There has been no error or fraud detected. We have only responded according to how we wereinstructed.

| invite the committee to ask to be shown the written instructions they got that led to the report that they
allegedly produced. | understand Senator Ferris has a 10-page summary of that, but no-one has shown it to me.
If you want to show it to me, | will respond toit line by line.

Senator FERRIS—I have no 10-page summary.
Mr Dor ber—They are the words you used last Monday night, Senator. They are on the Hansard.
Senator FERRI S—It istheletter to the shareholdersthat | was referring to.

Mr Dorber—The only letter to the shareholders published on the web site has seven pages, so | do not
understand.

Senator FERRIS—Mine has probably got a cover sheet and an end sheet, and | can assure you that | had
no other statement.

CHAIR—We will not get into the—

Mr Dorber—I have tried, in the statement—which has not been read onto the record but, | understand, will
be incorporated in the Hansard—to address every single issue that Senator Ferris raised and that has been
raised in the media about the payments of moneys. | have also added a new one—which has not been raised
yet, but is worth i nvestigation—about what the current board has done in terms of Mr McLachlan employing a
director of a company that he isin private business with, as an employee of the company, that has now failed.
It gave him a $40,000 pay rise within three weeks of being appointed to a full-time position, after he was
appointed as a consultant to the company. If people are going to go for me and allege that | have done things
wrongly and if this committee says that it is a committee of the parliament that is objective and fair, | beg the
committee to look at some of those issues, too.

CHAIR—Can | just say that goes without saying.
Mr Dorber—Thank you.

Senator O'BRIEN—I take it that you, as the former CEO, would not have a problem with this committee
having access to material provided to the department and administered by you in accordance with schedule 3
of the agreement?
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Mr Dorber—I would not have a problem if you saw every bit of paper, every diary note or every record
that | ever produced as managing director of AWI Ltd. | recall that on another occasion when the Senate
thought they should inquire into me that they even asked for my bank records. If you want those, you can have
those too. | did nothing other than be passionate and committed and do what | was instructed to do, which was
to change the culture of research, development and innovation in the wool industry, and do something
shocking, which was putting the wool growers first and the entrenched interests and the trough feeders last.
My punishment for that was to get sacked. As people keep saying to me, ‘We didn’'t know you could get
sacked for doing agood job.” Asto the pretext of the Farmhand drought relief appeal, thereis no truth to it.

To this day the board, other than saying, ‘We have no confidence in you,” has never told me why they
sacked me, and it has cost them a lot of money to do it. | would give that money back tomorrow if | was
reappointed, because | believe that we have an exciting, vibrant company which was delivering to its
sharehol ders. We were slowly extricating ourselves from wool palitics and we believed passionately that the
time was not far away when there would be a zero levy and no government money being given to
woolgrowers, and that if they wanted a future they would have to pay for it themselves.

Senator O’'BRIEN—I takeit you have looked at the submissions that this committee has received.

Mr Dorber—I was told by the secretary that they would be posted to me by express mail. They have not
arrived. | am very keen to read them.

Senator O’BRIEN—I wanted to ask you about some of those submissions and | also want to ask you
questions about the audit report when | see it. We should have another opportunity to discuss them.

Mr Dorber—I will come back for as many days as you want me. When this committee is finished, | want it
to say, ‘He may be a bit bombastic and all those other things, and he may be overly passionate and he may not
have any formal qualifications—which appears to get up some peopl€e's noses—but he knew what he was
doing. He beieved in his shareholders and he behaved properly and didn't break any laws or do anything
wrong.” That is where | am coming from. At the moment, seven months on, | cannot get employment because
of what has been said, and | blame Mr McLachlan, Mr Campbell and Senator Ferrisfor that.

CHAIR—I think we should call afive-minute break.

Senator FERRIS—I would prefer to keep going because | have other commitments.
CHAIR—Areyou all right to continue, Mr Dorber?

Mr Dorber—Yes.

Senator FERRIS—Mr Dorber, you have talked about how you were appointed to the position of CEO. |
note that you were quoted today as saying that you were not an applicant for the position. Can you confirm
that you did supply a CV to the board?

Mr Dorber—I was appointed to the position of managing director. | did not supply a CV to the board for
the purposes of my application. | did give them a copy of my CV marked ‘ confidential, personal and private’,
which | never used for ajob application and have not used since they received that document.

Senator FERRIS—Can you confirm, Mr Dorber, that you list the Hon. Peter Anderson—former New
South Wales minister for police and former New South Wales minister for health and current chair of the
Darling Harbour Board and the New South Wales tow truck commission—as the first person to give a
preliminary assessment of your character?

Mr Dorber—I can. And | can say, Senator, that for you to know that, someone has given you a private
document that you had no right to see.

Senator FERRIS—Can you also confirm that you listed the Hon. Bob Carr as your second referee?

Mr Dorber—I did not list him as areferee because | have never asked his permission. | listed him as one of
the multitude of names—including Michad Yabsley and a number of Liberal ministers—of people | would
approach if asked to select the final one or two referees for a future job. But it was never a document used by
or seen by Mr Price, who appointed me to AWI. In fact, Mr Anderson did not even know | had gone to AWI
until nearly two months after | got there.

Senator FERRI S—How was your appointment ratified by the board?

Mr Dor ber—I do not know what you mean. | was appointed, with a signed contract, by Mr Price, who was
the chairman of Australian Wool Services Ltd, which was the sole owner of AWI Pty Ltd. | do not think it
needed the AWI board's ratification. He ratified it and it was approved at the AWS board, and it happened.
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Senator FERRIS—How was it approved at the AWS board?

Mr Dorber—I do not know; | was not a member of that board.

Senator FERRI S—Were you present when the board discussed your appointment?
Mr Dor ber—No.

Senator FERRI S—Was it a face-to-face meeting of the board?

Mr Dor ber—I have noidea. | started after they had appointed me, not before.

Senator FERRIS—Were you present at a telephone conference link when your appointment was discussed
by Mr Price with members of that board?

Mr Dor ber—Which board?
Senator FERRIS—The AWS board.

Mr Dorber—Not that | am aware of. The only meeting | was present at was a board meeting of AWI Ltd
when directors Vizard and Patten demanded an explanation as to how | had been appointed. | said, ‘ Go and ask
Mr Price. How would | know?

Senator FERRIS—So you were present when two directors raised your appointment at a board meeting—
Mr Dor ber—An AWI|—

Senator FERRI S—at an AWI board meeting.

Mr Dor ber—I| was—and they knew | was there, too.

Senator FERRIS—How did they know?

Mr Dor ber—They spoke to me. They asked me questions.

Senator FERRIS—So it was a face-to-face board meeting.

Mr Dorber—I cannot recall. It may or may not have been. | do not know. It was a long time ago. Either
way, | can recall one of those two directors asking me some direct questions about my appointment and my
saying, ‘What are you asking me for? Ask Mr Price.’

Senator FERRIS—Can you confirm that, in March 2002, your salary was in the range of $200,000 to
$250,000 per year—which | think is documented in the annual report of that year—and that, although it was
committed for a period of two years, by the AGM in October 2002 your salary was between $410,000 and
$420,000?

Mr Dor ber—I would be so lucky, Senator Ferris. In the reporting time, my group certificate shows that my
gross income from AWI Ltd for the period ending 30 June 2002 was $305,000. | am not responsible for what
the auditors put in the annual report about bands, but | can invite you to look at my tax records. | was paid for
that full financial year $305,000, inclusive of bonuses, and that was paid against a board approved contract.

Senator FERRIS—I am not interested in looking at your tax returns, but | am interested in looking at the
list of the remuneration of directors, where it is shown that, in the 2002 reporting period, there was one
director who was earning between $410,000 and $420,000 a year. There was no director in that category in the
year 2001. Can you confirm, if it was not you that was earning between $410,000 and $420,000 a year in the
year 2002, whether another director was? If so, can you tell us who that director was?

Mr Dorber—I cantell you that, for the 2001 year, the report relates to a three-month period, so naturally it
is going to be a smaller amount. | can tell you that, for the 2002 year, no director, non-executive or managing
director received any amount even remotely approaching $400,000.

Senator O'BRIEN—Can | just jump in—

Senator FERRIS—Excuse me, | just want to clarify this point. If the annual report is wrong in relation to
directors’ remuneration, did you take any action to have this matter corrected?

Mr Dorber—The report relates to a band and is prepared by the auditors and certified by the auditors. It is
an information report. My recollection of a discussion with the auditors was that we would leave it alone. | can
just assure you, Senator, that no director received that amount of money. | never did.

Senator O’'BRIEN—There is a point which seems to me to be valid, which might explain the difference.
Perhaps if | can put this question to Mr Dorber, he can assist us. You have talked about your tax return, and the
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annual report talks about remuneration. Would it be fair to assume that the difference between your salary and
the annual report would cover benefits such as superannuation, vehicle and other fringe benefits?

Mr Dorber—My understanding from my accountant is that the $305,000 relates to all of my entitlements
rolled up together, and that that was my gross taxable income for the year.

Senator O'BRIEN—Your superannuation would not necessarily be on your group certificate.

Mr Dorber—I cannot answer that. All | can say to you is that no director received those payments, but |
can tell you that at least one director on the current board will have to be in that band in the next reporting
financial year.

Senator FERRIS—That is clearly a matter we will need to take up with the auditors. You said in the lead-
up to the annual general meeting last year that your contract was watertight for the next five years. How did
this contract come to be renegotiated to include such a significant salary increase, accepting that the figure you
are giving us is still significantly more than the previous year? How did it come to be, as you put it,
watertight?

Mr Dorber—If it was watertight, | would not be sitting here talking to you as an unemployed person, but |
would say thisto you—

Senator FERRI S—I am quoting you, Mr Dorber.

Mr Dorber—I am telling you that Mr Price appointed me on a written contract which required a review at
the end of year one. The board of AWI Ltd initiated that review. It took six months. The chairman of the board
appointed a company to do the review. That company’s written report was tabled to the board in my absence.
The board resolved that they wanted a much larger firm to do the review, so they commissioned a second
review, which was conducted by Pricewaterhouse Coopers. The first review recommended a salary and certain
benefits. The second review, conducted by Pricewaterhouse Coopers, recommended salary benefits and
bonuses substantially higher than the first report. The board took the second report.

Senator FERRIS—How many members of the board made that decision?

Mr Dorber—I was not present, but my understanding is that the non-executive directors met and passed a
resolution. | was not present for any part of the discussions about my salary.

Senator FERRIS—Can you confirm that Mr Luke Dorber and Miss Holly Dorber were employed by the
AWI?

Mr Dorber—I can.
Senator FERRIS—Can you tell us how they came to be employed?

Mr Dorber—With pleasure. A number of approaches were made to me by the operations manager and the
company solicitor to recruit Luke, following their failed attempts to get an appropriate administration officer
who could be placed into project work. | declined to employ him. The operations manager came back to me
and said, ‘We can’t find anyone. We know Luke, we know his work and we would like to employ him." | said,
‘Go and talk to the chairman of the board.” The chairman of the board subsequently conducted a recruitment
process, including interviews. She documented that process and directed that all of the documentation
concerning his appointment be placed onfile.

In fact, Senator, yourself and Mr Schultz asked me all this a year ago. | gave exactly the same answer then.
Ultimately, the chairman wrote to me and said, ‘| am satisfied that, notwithstanding the fact that he bears your
surname, he has all of the skills and qualifications to do the job and | recommend that you exercise your
delegated power to appoint him.” | did. Subsequently, he was appointed. He was responsible, among other
things, for the much acclaimed mobile wool innovation showcase, which cost $600,000. He was responsible
for the purchase of the Gosford warehouse, which is now worth $300,000 more than we paid for it, and he
supervised two staff at that site.

Senator FERRIS—Would the papers which determined the advertisement for the position be available?
Was there a position advertised that Mr Luke Dorber applied for? If so, would those papers be available to this
committee?

Mr Dorber—I do not know what the operations manager did about the recruitment. My program managers
and operations managers were not required to report process to me. They only had to comply with the human
resource manual in terms of equitable recruitment. But | can tell you that all of hisrecords should be available.
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Senator FERRIS—Given that this was your son—and you would have realised that there would have been
certain sensitivities associated with this—did you not request that there be a position advertised, to absolutely
satisfy yourself that, in the eventual outcome that your son might be found to be the best applicant, there was a
totally transparent process which included advertisements and applications for the position?

Mr Dorber—I did not request or do anything. The matter was taken over by the chair of the board, who
dealt with the entire process. The sensitivities, | thought, were no different than the sensitivities of members of
parliament employing their spouses and family, or members of the wooal fraternity employing their sons and
daughters. At the end of the day, it is clear from his file and from the chairman’s written report that he was
considered by her to be the most suitable applicant for the job. She recommended his appointment and he was
appointed. He was reviewed by his various supervisors on two occasions, in writing, and was found to have
met and exceeded all requirements placed upon him.

Senator FERRIS—Are you able to give the committee details of his salary, and any package that he
received when his employment was concluded?

Mr Dorber—I am able to indicate to you that in the tabled documents is a letter | handed to the chief
financial officer on the day that they were terminated which sets out the advice | had received about their
termination. To the best of my recollection, each of them received the equivalent of 12 months salary on
termination. | can say unequivocally that the wool producer group, you, Mr Shultz and the newspapers had a
great feast on persecuting my 20-year-old son; | will never forgive you for that.

Senator FERRI S—I am not interested in engaging in that conversation.
Mr Dorber—I'll bet you aren’t.

Senator FERRIS—I am interested to know what those figures are and | am interested to know about the
transparency of the appointment of Mr Luke Dorber. | would now like to move on to the appointment of Ms
Holly Dorber. Could you please outline the circumstances under which Ms Holly Dorber was appointed?
Perhaps you could just let us know how long each of these people worked for AWI to the extent that they
received 12 months salary in some form of settlement when they left.

Mr Dorber—Holly was recruited initially as a part-time employee at the reception desk. All receptionists
employed by the company were given the opportunity to fill positions before they were advertised generally,
and every receptionist employed by the company in my time ultimately moved on to a better position. Some
months after Holly was empl oyed, the program manager of policy approached me and indicated that a vacancy
for apolicy officer had been created by the secondment of the then appointee to London for some months and
needed to be filled. The manager asked if she could have permission to appoint Holly to that position. |
contacted the chairman of the board to discuss the matter and received approval. Holly was so appointed. |
cannot tell you off the top of my head what the appointment dates were, but | am sure that AWI could—and |
would be astounded if they have not already. | would imagine that those records ought to be tabled for the
committee.

Senator FERRIS—How was Ms Holly Dorber appointed as a part-time receptionist?

Mr Dorber—My understanding is that she was appointed by the operations manager following the
appointment of two receptionists to job share. We provided opportunities for people to work half a day or a
day.

Senator FERRI S—So there was a position advertised and she was an applicant?

Mr Dorber—I do not know if there was an advertisement; you would have to ask the operations manager
who recruited and appointed her. | did not get involved in the appointment of staff at that level.

Senator FERRIS—Mr Dorber, you must have realised when you had your son and your daughter on the
staff of AWI that it would attract attention. | am simply giving you the opportunity to clarify things. What |
understand from what you have said is that both your son and your daughter worked at AWI as a result of
appointments which were not advertised publicly as vacancies and for which there were no applications
received. | am asking you if you would clarify that for me with facts and not opinion.

Mr Dorber—I think | am entitled to answer the question any way | like; | am not an obsequious public
servant here tonight.

Senator FERRIS—I will just continue to ask you the questions until you answer with the facts.
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Mr Dorber—I can tell you that more than half the positions at AWI were never advertised and that in a
private corporate entity like AWI Ltd or any other company that is not an uncommon practice. The recruitment
of those two persons was sensitive and because of that | announced it to the shareholders within days of it
having taken place. | travelled all over the country and shareholders said to me, ‘My son and daughter work
for me’ or * So and so works for his mother or father’.

Senator FERRIS—They may be a private company.
Mr Dor ber—It happensin this place regularly.

Senator FERRIS—I am not interested in opinions about what other people do with their sons and
daughters; | am simply asking you questions in relation to your son and daughter and how they came to be
appointed to lucrative positions at AWI. That iswhat | am trying to establish.

Mr Dor ber—I reject the opinion in the use of the word ‘lucrative’ and | say to you that they were appointed
in accordance with the proper process, administered by the operations manager, supervised by the chair of the
board and reported to the shareholders across the country. They performed in exemplary fashion. | believe |
have answered your question.

Senator FERRIS—Given that we have not yet had an opportunity to look at the documents you have
brought along this evening, are you ableto tell us now the value of each of their redundancy packages?

Mr Dorber—I can tell you that it was equivalent to one year's salary plus entitlements. | cannot tell you
what that monetary figure is because the chief financial officer dealt with that and | do not think | have ever
actually seen the paperwork.

Senator FERRIS—Are you telling us that it is not included in the submissions which you have brought
tonight?

Mr Dorber—I do not haveit. You will haveto ask AWI for it.
Senator FERRI S—I thought you told us that you had provided it.

Mr Dorber—I told you that | included in my submission a letter that | handed to the chief financial officer
setting out the basis for their termination following the attacks upon their employment and the comments of
the new chairman of the board to me in respect of their employment. It was made clear to me that they were
not wanted on board.

Proceedings suspended from 9.05 p.m. to 9.29 p.m.
CHAIR—We have been handed some | etters. Thank you very much, Mr Dorber.

Senator FERRIS—I think we were trying to establish whether the material that you have supplied to the
committee contains the details that you have outlined to the committee in relation to the employment of your
son and daughter. Did you have an opportunity during the break to refresh your memory as to what isin that
material ?

Mr Dorber—The material contains a letter written by me to the chief financial officer. It instructs him to
terminate the two employees and sets out the advice | had received as to the grounds for termination and the
likely actions they might have for unfair dismissal or discrimination. It directs him to pay them 12 months
salary on termination.

Senator FERRIS—What was the decision to pay each of them 12 months salary based on, Mr Dorber?

Mr Dorber—Firstly, it was based on the written delegation that | held as the managing director to make
those decisions. Secondly, | sought professional advice which | reduced to writing and handed to the chief
financial officer. That advice indicated that an industrial commission, reasonably instructed, would regard the
terminations as unfair and potentially might award them the maximum available amount of six months salary.
The advice | received also indicated that there might be a reasonable action to suggest that they had been
discriminated against unfairly and that it might lead to some other action and/or public embarrassment for the
company. | handed that written advice to the chief financial officer and he then proceeded to prepare their
dismissal notices.

Senator FERRIS—AnNd he actually doubled the amount that you believed that an industrial commission
would reasonably award them. Is that correct?

Mr Dorber—No, he paid the amount | directed him to pay which was 12 months salary, which consisted,
in my thinking, reasonably of a payment for unfair dismissal and a payment for discrimination.
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Senator FERRIS—Did it concern you in any way that there maybe some public perception that you had
authorised the payment of a year’s salary to each of your children on their dismissal when they had beeninthe
employ of AWI for a very short time? We are yet to confirm the length of time. Did it concern you in any
way—qgiven that both of them had been appointed to positions which were not publicly advertised and for
which they had not publicly applied and been chosen—that in some way that would lead to wool growers
having the perception at |east that they had been discriminated again positively in afinancial sense?

Mr Dorber—It would have, had that not been the practice in réelation to other terminated or dismissed
employees. In fact, in the first year of the company, an employee was dismissed for a very serious matter that
involved extensive legal advice and the employee received 12 months salary in respect of that because of the
difficulty that a company has in dealing with these sorts of matters in industrial tribunals. They were not
treated differently in any way to the termination practices—

Senator FERRIS—Other than that you were their father and you have come here tonight and talked about
a conflict of interest. | have said to you that | have no professional, financial or private interest in the wool
industry. You came in here tonight and accused me of having a conflict of interest, yet you authorised cheques
to be written for ayear’s salary for each of your two children.

Mr Dorber—The payments were conducted in accordance with the policies of the company and the
delegations | possessed. Advice was sought before those payments were made. The payments were not
inconsistent with previous practice. My comments about you related to none of the matters that you have
raised but rather to your relationship, in a different way, with Mr McLachlan and my belief, wrongly or rightly,
that Mr McLachlan, directly or indirectly, has somehow used you unfairly and improperly to start this witch-
hunt.

Senator FERRIS—Let me assure you, Mr Dorber, that Mr McLachlan has not in any way contacted me
nor has he supplied any documentation to me. He has not spoken to me on these matters and nor have | spoken
to him. As | said at the outset of this hearing, my private and my professiona telephone accounts will show
that on no occasion has Mr McLachlan contacted me nor have | contacted him. So let us lay that one to one
side because it is very easy to destroy the credibility of acritic. What | am trying to do here tonight is to get to
some facts, get them clarified and get them on the table. Can we now proceed to a statement that was made in
relation to an invoice received from ajournalist who attended, as | understand it, a meeting of the Rural Press
Club in Victoria—

CHAIR—Excuse me, Senator Ferris. Before you move on, there is something in relation to a previous
point raised by Mr Dorber.

Senator BUCK L AND—Something was raised by Mr Dorber. | have not heard the whole argument but he
mentioned that there had been other terminations of employment—for a serious breach in one case. Was that
matter taken to a tribunal ?

Mr Dorber—No, it was not because the advice we received led to us making payments which were the
potential maximum payments a tribunal could make and therefore there were no grounds for the employee to
make the claim.

Senator BUCK L AND—Where are you getting the advice you received?

Mr Dorber—I talked to our lawyers, a professional industrial relations adviser and people who worked for
the company and advise on these matters.

Senator BUCK LAND—How many of the ‘ many’—I think that was the word you used—terminations have
been tested before a tribunal ?

Mr Dorber—I did not use the word ‘ many’. No terminations that | conducted have led to any proceedings,
other than my own, which was the subject of an application to the Federal Court.

Senator BUCK LAND—Based on what has happened in the past, you just determined to pay a year's pay
and get rid of the problem?

Mr Dorber—That is not what | said at al, Senator.
Senator BUCK LAND—It is certainly what it sounded like.

Mr Dorber—I will have to replay the tape. | did not say that to you. | said | sought professional advice, |
identified the basis for the payments, | reduced that advice to writing, | handed it to the chief financial officer
and | gave him adirection.
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Senator BUCKLAND—ALt no time did you ever attempt to test the rightness or wrongness of the
terminations?

Mr Dorber—It is not the employer’s job to test whether or not his decision is right or wrong. It is up to the
employeeif they do not like the decision to go to an industrial tribunal.

Senator BUCK L AND—In this case the employees being your own family members.

Mr Dor ber—Any employee, be they my family members or not, have the right to file, if they want, unfair
dismissal proceedings against AWI Ltd.

Senator BUCKLAND—Fileit against their father. | just wanted to be clear on that.

Senator FERRIS—I am glad we were able to clarify that, Senator Buckland. Can we now go back to the
matter of the invoice that was sent to AWI by Mr David Everest. Can you tell me the circumstances under
which Mr Everest sent aninvoice to AWI?

Mr Dorber—I have never read anywhere in the media nor seen in any releases or letters from AWI any
reference to that matter. | have heard anecdotally of a journalist. You now tell me it is Mr Everest. | can tell
you that in the run-up to the AGM the Victorian Rural Press Club, | think it is called, organised a luncheon at
which they invited Mr McLachlan to be the speaker. | contacted the convener who informed me that | would
not be granted speaking rights, and that indeed | was not an invited participant. | sought advice from the
chairman of the board and two other directors and received permission to invite a journalist to attend the
meeting and report on it. Mr Everest was spoken to by a staff member. Subsequently, | received a phone call
from the convener apologising to me for what was happening and saying to me that if | did come he would et
me make a statement from the floor. | subsequently attended the function and made a statement from the floor.
| heard Mr Everest ask a couple of questions. He subsequently invoiced the company for a modest amount,
and | authorised the payment.

Senator FERRIS—Was it more than $2,000?

Mr Dor ber—Not to the best of my recollection.

Senator FERRIS—What is your recollection of the figure?

Mr Dor ber—L ess than that.

Senator FERRI S—How much less?

Mr Dor ber—I have noidea. It was such a minor matter it was not something that occupied my mind.

Senator FERRIS—I think it is quite an interesting matter. | am wondering what were the instructions given
to Mr Everest to attend such a function, and did those instructions include him being given the job of asking
questions of Mr McLachlan?

Mr Dorber—I vividly recall theinstructions.

Senator FERRIS—Were they written instructions?

Mr Dorber—No. | sought advice from the communications manager about who should do the job and
subsequently | had a conversation with Mr Everest and | said to him, ‘I understand that you journalists
basically write what you want and | am not telling you what you have to do or say but we want a journalist
present who will ask some of the questions that we think do not get asked.’ | did not give him any questions to
ask nor did | suggest to him what he might ask. In fact, he was a very insignificant player in the day’s events.

Senator FERRIS—Given that he was being paid by AWI to attend that press club lunch, did he make a
disclosure that he was there to represent AWI when he asked the questions?

Mr Dorber—I do not recall that he did.

Senator FERRIS—Did it concern you that you had engaged somebody who appeared to be asking those
questions as an independent journalist when he was in fact given the job and was paid by AWI to go and ask
those questions?

Mr Dor ber—The questions he asked disclosed his partisan attitude very quickly, and—

Senator FERRIS—Did he ever say at that public function that he was being paid by AWI to go along to
that function appearing to be an independent journalist whilst in fact in the employ of AWI?

Mr Dorber—He did not, and | am not aware that anyone else there did either. | know that other people
were present as paid journalists for people too.
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Senator FERRIS—I amjust trying to get to the bottom of this question, and | am glad that we finally have.

Mr Dorber—I would like to say that there was absolutely nothing improper about the arrangement. It was
within my power as the managing director to doit.

Senator FERRIS—I am not questioning whether it was in your power, Mr Dorber; | am simply asking
whether you told the journalist to do what he did and whether he did that on your instructions. We have now
established that the answer to both of those question is yes and that he was paid for the job and did not disclose
that he had a commercial relationship with AWI. That iswhat | wanted to know.

Mr Dor ber—He had no duty to.

Senator FERRIS—You might say that, but the fact of the matter is that he appeared there to be an
independent journalist when in fact he was not. Could we now move on to a couple of other things. When you
talked earlier tonight—and | have not had the opportunity to read all the documents that you have presented
here this evening—you referred to the York Street and Barrack Street offices. Can you take us through the
process of the purchase of the York Street property and the circumstances under which that was undertaken?

Mr Dor ber—I can recall the board being asked whether they wished to rent or purchase property in Sydney
and the board agreeing that the benefits from purchase were such that we should do so. The principal driving
factors were, firstly, the existence of transitional funding to allow the purchase to take place which meant that
it would not detract from any funds provided for RDI and, secondly, the known appreciating values of
property as opposed to the very high rentals that were required.

As aresult of the board's decision | directed the operations manager to commence a search for a property
and, over a period of some months, he searched and identified many properties. We looked at many properties.
We missed out on a couple of potential properties and eventually he identified level 5—I think it was 60 York
Street; | cannot recall the number today—and we carried out an inspection. We then invited the members of
the board to inspect the property. Negotiation took place between the operations manager, our lawyers and the
agents concerning the purchase, and a recommendation then went to the board. | had no delegation to buy the
property without board approval. The board authorised the purchase of the property, and we bought the
property.

Senator FERRIS—How long was it before the property you had occupied became too small and you were
required to rent additional space within that property?

Mr Dorber—I think 13 months after moving into York Street we moved into Barrack Street.

Senator FERRI S—What were the circumstances under which, 18 months after the purchase of York Street,
it had become too small?

Mr Dorber—There was the reality that the estimated $30 million of annual income was closer to $80
million, the fact that the number of projects—far from being the 15 that were suggested or the 30 that it might
be—had grown to over 100, and the agreed increase in staff that was identified by the auditors, by the finance
and audit committee, by the board and by management. It was ssimply inadequate, and therefore it was
resolved to search for property. The property we identified, interestingly enough, was owned by a very large
company, Deutsche Bank. It was on a sublease to a branch of PricewaterhouseCoopers. It had been vacant for
many months. The property was available on a fixed five-year lease at below-rental rates. The operations
manager was able to negotiate a package which the board approved, and we subsequently rented the premises
and moved in.

Senator FERRIS—How many floors of the York Street property were ultimately occupied?

Mr Dor ber—We owned one floor.

Senator FERRIS—How many floors were ultimately occupied?

Mr Dor ber—We rented two offices on the floor below as an interim measure, pending the move.
Senator FERRIS—When you moved to Barrack Street, what happened to the York Street premises?

Mr Dorber—The operations manager was directed to find a tenant, and negotiations took place. On a
number of occasions, he thought he had tenants. Some weeks before the AGM he wrote me a letter, which |
sent to the board, identifying a tenant. A real estate agent had written to the company and said: ‘We have
identified a tenant. This is what they want to pay. These are the terms. Are you agreeable? The board and |
subsequently approved those negotiations. | reported those negotiations to the AGM. Approximately a
fortnight after the AGM, following a dispute over the removal of a safe from the property, the tenant indicated
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they would not proceed to the rental. | then gave a written direction that the new board was to be consulted
before any further action was taken about sale or rental. | was dismissed shortly thereafter.

Senator FERRIS—How long were the premisesin York Street in fact vacant after you moved to Barrack
Street?

Mr Dor ber—August, September and October—three months.
Senator FERRIS—What was the cost of the vacancy to AWI in terms of lost income?
Mr Dor ber—There was no real cost, because we owned the property and it was appreciating in value.

Senator FERRIS—No. The premises were empty and, presumably, you were trying to rent them. What
was the amount that you were trying to secure as a rental which then became income forgone?

Mr Dorber—I was not aware of that figure. That was a matter for the operations manager. | can say to you
that there are written documents at AWI that would identify that.

Senator FERRIS—Can you confirm that you quoted the return on York Street as 11 per cent at the AGM?
Mr Dorber—Yes.
Senator FERRIS—Do you believe that that was a correct figure?

Mr Dorber—I had a written report from the operations manager that said that was the figure. | quoted his
report.

Senator FERRIS—Did that take into account that you thought you had rented those floors?
Mr Dorber—Yes.
Senator FERRIS—When, in fact, you had not?

Mr Dorber—As it subsequently turned out, the tenant did not take up the lease. That is correct. At thetime
| made the statement, it was true and correct in all respects.

Senator FERRIS—Can you take us through the executive gym and the two personal trainers?

Mr Dorber—I love thetitle; | do not know where you came up with that one. It was just a room which had
init an exercise bike, a walking machine, some weights and some mats. There was a staff meeting—

Senator FERRIS—Who owned those?
Mr Dor ber—AWI.

Senator FERRIS—ANd under what circumstances were they purchased? Were they purchased for the
executives?

Mr Dor ber—They were purchased for the whole staff. We did not have executives at AWI—
Senator FERRIS—So it was, in fact, an executive gym?

Mr Dorber—we just had everybody. The gym was set up in this room. All of the staff had a meeting with
me before it was done, and all of the staff—myself included—agreed that we would pay, out of our weekly
salary, the sum of $15 so that AWI would recoup the total $50,000 expenditure on setting up the gym. | might
add that the gym was established for the use of all staff because of our obligations under the occupational
health and safety act to provide an appropriate workplace. | reported to the board that we were going to do
this, and the board endorsed it. | also told all the shareholders as | travelled round the country, and | informed
the Wool Advisory Group that we were doing this and why we were doing it. Until it became the subject of
some speculation by the national wool producer group in the media, nobody had ever actually complained. It
was only when it assumed this new title of a‘gym’ and the untruthful claim that personal trainers—

Senator FERRI S—It clearly was a gym. It had gym equipment.

Mr Dor ber—But it was not an ‘ executive gym'.

Senator FERRIS—Executives used it. Did you use it?

Mr Dorber—Of coursel did.

Senator FERRIS—Well, you were an executive, so it was an executive gym.

Mr Dorber—That isavery clever play on words. It was agym for all of the staff of the company.
Senator FERRIS—L et us get on to the people who were the personal trainersin the gym.

Mr Dor ber—Singular.
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Senator FERRIS—Let us get on to that. That was my first question to you.
Mr Dor ber—No; you asked me about the set-up of the gym.
Senator FERRIS—No; | asked you to take me through the executive gym and the trainers.

Mr Dorber—I have described the set-up of this gym that you call an ‘executive gym'. | have described the
resol ution of the staff to pay for it.

Senator FERRIS—Let us move on to the other part of the question, please.
Mr Dor ber—Please do not hector me. | am trying to answer you properly.
Senator FERRIS—I amtrying to keep you to the point and the facts.

Mr Dorber—As a result of the decision of the staff to pay for the facility, it was agreed that a personal
trainer would be available for two hours per day for five days a week on condition that all staff use the facility
and attended when they had voluntarily rostered themsel ves on. That is what took place. The staff paid for that
service.

Senator FERRIS—How much did all of that cost?
Mr Dorber—I do not recall. You would have to ask AWI. It was not a matter that | dealt with.

Senator FERRIS—Can | now turn to some R& D projects that AWI has been involved with. | cameinto the
meeting tonight when you were making some comments about Mr Anderson. Can you please take us through
the skill base that Mr Anderson was able to supply to enable you to give him a contract to study chemical
residues in Europe?

Mr Dorber—I am pleased firstly to tell you that that was not what the contract was to do. | have read onto
the record here the terms of reference of the project and they are in written formin front of you. Do you want
me to repeat those?

Senator FERRIS—No. | would like you to draw to my attention where they are because | have not had a
chance to ook through the documents.

Mr Dorber—They are in the document with the heading ‘ Further response to specific issues raised in the
Senate committee concerning the Hon. Peter Anderson’ from page 3 and thereafter. The terms of reference are
reported and the project staff areidentified. | can report to you, as | have already informed the chair, that when
| was in France | was |obbied very vigorously by the CSIRO, who did a major presentation to the International
Wool Textile Organisation claiming that the European Union was intending to ban the importation into the
European Union of chemically and pesticide contaminated Australian wool. | was extremely cynical about
that, particularly when | was made aware that the cost of the CSIRO project was in the millions of dollars.
When | returned to Australia, | had a discussion with the board and we agreed that what we needed to know
was: how did the European Union operate, how did trade commissioners go about their business, how did the
palitical process work and what was the nexus between the European Union and the Australian government?

It was agreed that we should identify a palitically savvy consultant to bring a team together. As you have
already identified, | knew Mr Anderson well from over 10 years of professional contact, both as a member of
parliament and a consultant operating internationally. | rang him and he identified a number of experts in
Europe and in the United Kingdom who could do what we wanted. | said earlier and | repeat, Mr Anderson did
not, as you said on Monday, travel to Europe to carry out this contract. He was charged with facilitating the
project, and | have tabled the report here tonight. He was paid something less than $50,000 for the total
project.

The project was reviewed internally by AWI staff and a formal recommendation that the project met the
contract requirements identified the issues of concern, albeit the staff did not completely agree with all of the
recommendations, but they recommended that the contract be paid as the terms had been met. That report was
then provided to members of the board and when | next went to Nice to the IWTO | spoke with the then
president and many of the wool manufacturers and processors. | told them that AWI would not be investing in
this proposal by the CSIRO or in a proposal that had been put to us by a Danish consortium to produce this
thing they call clean, green wool. My rationale was that the report made clear that there was no intention
within the European Union, as claimed by the CSIRO, to ban the importation of Australian wool. More
importantly, we had found out that less than five per cent of the Australian wool clip that was exported to
Europe was contaminated.
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Senator FERRIS—Before you decided to engage Mr Anderson, did you do any kind of study to determine
whether that material was already available or any of that work had already been done?

Mr Dorber—I directed the trade policy manager to do some research, which she did. She reported to me. |
then said to her, ‘I know an international consultant; an ex-politician. They often have very good contacts.
They go on all these various activities over the years and they establish liaisons professionally across the
world. | will ring my contact and seeif they can help us.’

Senator FERRIS—Given that Mr Anderson was on your CV as your principal referee and that that was
already on the files of AWI, did it concern you that you might be accused of hiring a personal friend whom
you just said you have known for 10 years? You rang Mr Anderson to do that work instead of putting out a
tender and having it clarified in a transparent way. Did you think that hiring the police minister of a former
government from the time you were a policeman would create a perception among at least some members of
the wool growing community that a conflict of interest might occur?

Mr Dorber—I do not believe that would be a reasonable assessment, any more than using Mr Michagl
Yabsley from Government Relations Australia Advisory to do work or Mr David Trebeck from ACIL isfaulty.

Senator FERRIS—I| am not asking you about Mr Yabsley or Mr Trebeck.
Mr Dor ber—Of course not. My answer is no.

Senator FERRIS—I am asking you about your principal referee and—
Mr Dor ber—He was not my principal refereefor hisjob.

Senator FERRIS—the fact that he was the Minister for Police during the period you were a policeman. He
had absol utely no connection with the wool industry and no skills in the wool industry. You made the decision
to ring this man on the basis that you knew him and engaged him and a team of people who were not publicly
identified in atransparent process to carry out work of this nature for the wool industry. You are telling me that
wool growers should not have been concerned about that?

Mr Dorber—Absolutely. He was not recruited for what he knew about wool but for what he knew about
politics. When he was the Minister for Police, | never met him. There were 15,000 of us running around at the
time and the inferred connection you make does not exist.

Senator FERRIS—If you never met him when he was the Minister for Police and you were a policeman,
were you surely not then aware that connections could be made in a perceptual sense between the two of you
that you would want to make sure could not be wrongly interpreted because you were the chief executive of a
company that represented an industry that had come through a very difficult period?

Mr Dor ber—I suppose you mean—

Senator FERRIS—Can | finish my question please? The last thing that would be needed would be more
perception among the wool growing community of the wink wink, nod nod behaviour that had gone on the
past, which you have already said you knew about.

Mr Dor ber—Like the perception | had about the relationship between you and Mr McLachlan, you mean?
Senator FERRI S—I am asking you about the link between the former police minister and you—
Mr Dor ber—I say there was no such perception.

Senator FERRIS—and the basis on which this contract was let. | am not interested in Mr Yabsley or Mr
Trebeck or Mr McLachlan or anybody else; | am interested in the question that | am asking you. | want the
answer viafact and not opinion.

Mr Dor ber—My answer is no.

Senator FERRIS—Thank you. | will take you through the process of your R&D analysis. You said earlier
tonight that you identified projects that needed to be done and then people were asked to do them.

Mr Dorber—I did not say that, sorry.

Senator FERRIS—Projects of one sort or another were identified as being necessary to be done and there
were two separate streams which undertook that process.

Mr Dorber—Yes.
Senator FERRIS—I was trying to abbreviate it; | apologise.
Mr Dor ber—Did you want me to explain that process?
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Senator FERRI S—I beg your pardon?

Mr Dor ber—Did you ask me to explain that process?
Senator FERRIS—No, | did not.

Mr Dorber—I am sorry.

Senator FERRIS—I said that you said that earlier tonight. | am moving on to some of the projects that
were undertaken as R& D projects during the period in which you were the chief executive. Can tell me alittle
bit about the Wool Profit Map project? Can you tell me the circumstances under which that project was
undertaken? Can you also take me through the reasons why that project was closed down and any payments
that were made to the person who was carrying out that work?

Mr Dorber—I do not know what document you refer to, but the Wool Profit Map was a project of the
former AWRAP, not a project of AWI Ltd. | had no role in the design, development, implementation or
approval of the project. My role was to conclude it. The project was concluded under the former arrangements
during my regime. | had no roleto play in that.

Senator FERRI S—What were the circumstances under which the project was concluded?

Mr Dorber—The contractual relationship between it and AWRAP. | am not aware, from my memory, of
any intervention that | took, but | do not have access to the documents to check.

Senator FERRIS—It is my understanding that the project was concluded during your term as the chief
executive.

Mr Dorber—Yes, | have said that. | said that it was not started in my term.
Senator FERRIS—No, | did not say that—

Mr Dor ber—It met its scheduled finishing date during my term.

Senator FERRI S—It was not closed down early?

Mr Dor ber—I cannot recall, without being shown the files.

Senator FERRIS—That is perhaps something we will pursue with AWI. Can you tell me the name of the
person who was involved in that project?

Mr Dor ber—I have absol utely no idea.

Senator FERRIS—Can | ask you about a project called on-farm fibre measurement, which was carried out
by afirm called Creative Logistics Pty Ltd. Are you aware of that project?

Mr Dorber—I am.
Senator FERRIS—What can you tell me about that project and the people who carried it out?

Mr Dorber—I can tell you that it was a project developed under the on-farm fibre measurement strategic
plan adopted by the board, a copy of which has been tabled here tonight. That project was designed and
devel oped under the auspices of Dr Paul Swan and his staff. That project ultimately was recommended to me
and the board as one of a suite of projects for on-farm fibre measurement. The project involves a new way of
using radio frequency identification on livestock. Beyond that, without access to the file, | cannot tell you any
more.

Senator FERRIS—Who were Crestive Logistics Pty Ltd?
Mr Dor ber—They were one of the consultant companies appointed to do the work.
Senator FERRIS—How were they chosen?

Mr Dorber—I have noidea. | do not have access to the file at the moment. | am happy to be shown the file
and answer the question. The file will disclose how they were appointed and what their contract was et cetera.

Senator FERRIS—Who set up the AWI web site?

Mr Dorber—I think it was done internally, from memory. It was managed by the communications
manager, Mr Rowley, and an employee that he recruited from MLA.

Senator FERRIS—How much did that cost?
Mr Dor ber—I have noidea.
Senator FERRIS—Was that arranged under a transparent process?
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Mr Dor ber—Everything was transparent. The company as a corporate entity was not required, for instance,
to have the sorts of tender or other processes that apply in the government sector. We had a formal published
policy on tendering, which forms part of the board-approved palicies. | have no recollection as to how it was
dealt with, but my best memory isthat most of it was done internally.

Senator FERRIS—That is something else we will have to ask the AWI people. Can we move to
ShearExpress. What was the circumstance under which you took on the chair of the ShearExpress board?

Mr Dorber—The AWI board had received many documents, culminating in a 33-page board minute that |
and a consultant prepared. | have tabled that minute here tonight. Included in the minute was advice from the
consultant that it was in the best interests of AWI Ltd, as the 70 per cent shareholder, to maintain control. The
board agreed that | should be the chairman of ShearExpress. | announced publicly that | was doing it and that
the purpose was to be held accountable for the potential $6 million that would be invested in ShearExpress.
We sought and received legal advice about the appropriateness, and it was made clear that it was common for
directors of parent companies to sit on subsidiary boards as directors and/or chairs. Indeed, a current director
of the AWI board now sits on ShearExpress asits chair.

Senator FERRIS—Did you earn fees as a director of ShearExpress?

Mr Dorber—There was a resolution that | put to AWI that | not be paid for being a director of
ShearExpress and until Monday night | was under the understanding that that was the situation. | sought some
advice yesterday and | am advised by my lawyers that, if a payment was made, that payment would have been
dealt with by the dead of release negotiated between my lawyers and Mallesons and AWI.

Senator FERRI S—Are you able to confirm that you received fees as a director of ShearExpress?

Mr Dor ber—No.

Senator FERRIS—You are not able to confirm it?

Mr Dorber—No. | have no records that tell me that.

Senator FERRIS—You did say, | think, at the time you were appointed chair, that you would take no fees.
Mr Dorber—I did. That was my intention.

Senator FERRIS—You believe that you did?

Mr Dor ber—I said that | was not going to take any fees.

Senator FERRIS—But it now appears that you may have?

Mr Dorber—It has been suggested | may have been paid an amount of $17,000. Other than reading it in
the newspaper or hearing it from you, Senator, | have never had that matter raised with me. If it istrue, it is
covered by a binding legal dead of release prepared by, and at the insistence of, Mr McLachlan.

Senator FERRIS—Perhaps you might care to clarify that and | et the committee know.

Mr Dorber—I think it is a matter for AWI. Why should | have to go and pay my accountant to give me
advice that AWI could tell youinaminute? If they paid me, couldn’t they tell you?

Senator FERRIS—You should do that simply because you said you were not taking fees.
Mr Dor ber—If they have paid me, can't they just tell you?

Senator FERRIS—I have noidea.

Senator BUCK LAND—If they had paid you, surely you would know it?

Mr Dor ber—Not necessarily. | did not check my salary every fortnight.

Senator FERRIS—If you said, publicly, that you were not being paid, wouldn't you worry about your
personal credibility if subsequently it appeared that you may have been paid?

Mr Dor ber—Absolutely.
Senator FERRIS—Wall, then, why don’t you want to clarify it?

Mr Dorber—I am waiting and | want to know why AWI does not write me a letter and tell me that they
think | have been paid. | have no ability to clarify it because | have no accessto their records.

CHAIR—Thisisavery disjointed process, Mr Dorber, but we have to go to a division.
Proceedings suspended from 10.07 p.m. to 10.19 p.m.
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Senator FERRIS—MTr Dorber, | understand that you expressed to the chair a question as to the relevance
of theissues that | have been raising tonight. | would just like to point out to you that | have been raising them
under section 5.3(d), which says, amongst other things:

In determining how to spend the Funds, the company must have regard to:

(d) the Guidelines (to the extent applicable to the type of expenditure concerned),
and must apply the Funds in a manner that is otherwise efficient, effective and ethical.

It is under that section of the funding agreement that | have been asking these questions. Quite obviously, we
will need to continue this questioning at some other time, but, before we close, can | ask you what the
circumstances were in which you made the decision to ask the Red Cross to repay the half a million dollars
that you had given to the Farmhand appeal. Was that because you came to understand that it breached the
statutory funding agreement?

Mr Dor ber—There was no breach of the statutory funding agreement—
Senator FERRI S—What was the basis on which you asked for the money to be repaid?

Mr Dor ber—I am seeking to answer the question. You said that there was a breach of the statutory funding
agreement.

Senator FERRIS—No, | posed the question.

Mr Dorber—My answer to that is that, as the statutory funding agreement requires the retrospective
payment of moneys spent on RDI, it is physically impossible, even if that payment had gone ahead, for there
to be a breach of the statutory funding agreement unless a claim had been made to the Commonwealth for
matching funds. No breach occurred. The decision to withdraw, which | have documented in my submission,
was based upon a conversation that took place between the senior officer of AWI who was doing all the
negotiations and a senior officer of the Red Cross, who advised that the verbal agreement to sign a letter that
the funds would be spent in accordance with that letter could not be honoured and that the Red Cross would
not sign the letter. | subsequently rang the finance director at the Red Cross and we discussed the matter at
some length. | noted to him that it had been unfortunate that the chief financial officer had paid in the belief
that the letter was already signed when in fact theinvoice only had attached to it an unsigned copy.

Senator FERRIS—Isn't it afact that you actually transferred the money electronically but the amount was
so great that the Red Cross was not able to accept the money eectronically?

Mr Dor ber—No, | have never heard that one; | have no knowledge about that one.
Senator FERRIS—So you actually did not try to transfer the funds electronically?
Mr Dor ber—I have no idea how it was paid. My understanding—
Senator FERRI S—S0 you do not know that it was not attempted?

Mr Dorber—My understanding is that the chief financial officer, to the best of my recollection, hand
delivered a cheque.

Senator FERRIS—Was it after he attempted to transfer half a million to a Red Cross account and the Red
Cross was not able to accept such alarge amount of money that a cheque was subsequently sent around to the
Red Cross?

Mr Dorber—I have no knowledge of any of that at al. | am trying to say why the funds were not
subsequently paid.

Senator FERRI S—When you—

Mr Dorber—I have not finished answering the question you asked me. You asked me why | terminated the
project—

Senator FERRI S—Why you got the money back.

Mr Dorber—and my answer was that the letter of agreement—and | set out the whole story in detail in my
submissiorn—was not signed and therefore to not seek the return of the funds would have meant | had breached
the board delegations. | explained this to the finance manager, who said, ‘I have received a call from Mr

McLachlan. He said there is no hurry about this; we'll sort it out later.” My reply was: ‘It is nothing to do with
him; | want the money back today.” The money was paid within 20 minutes.
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Senator FERRIS—How was it that you came to send the half a million dollars donation when all the
publicity about the Farmhand appeal made it clear that in no way could the Farmhand appeal differentiate
between growers of wool, growers of beef and growers of anything else, for that matter, in the way in which
they were going to disburse that funding? How was it that you ever—

Mr Dor ber—I have tabled—
Senator FERRIS—Can | finish the question so that you can answer it comprehensively.
Mr Dor ber—I understand the question well.

Senator FERRIS—How was it that you ever thought that that half a million dollars could be differentiated
in a way that would benefit only wool growers when the Farmhand appeal was never intended to only give
drought assistance to one particular commodity?

Mr Dorber—I can rely on the email | sent to Mr Alan Jones, the broadcaster, a copy of which | think isin
my documents, but which is available on the public record. Mr Jones read my email on air and read my
reference to projects in relation to water, drought management and other matters facing the wool growing
industry. | can only refer to the subsegquent discussions between a senior member of staff and the Red Cross,
who were nominated to represent the board of the Farmhand Drought Relief Appeal. One of the members of
the board was Mr Sam Chisholm, who was also a member of the Woolmark board. When they said, ‘We are
sorry but, although the Farmhand Drought Relief Appeal has announced that it will fund research,
development and innovation—particularly in respect of water management—we as the Red Cross are not set
up to do that. We can't sign the letter which it was agreed between the chairman of AWI and a senior member
of the Red Cross would be signed.” At that point | said, ‘If you can't sign the letter, you cannot have the
money. We have to get it back.’ | got the money back.

| did not make my decision because the Land and the Herald and Weekly Times spent their entire lives
trying to attack AWI. | would have done no work at all if 1 had relied on the media in those newspapers to
make my decisions. | got the money back because | decided as the managing director that they could not meset
the terms of the proposed contract, which included a written offer by AWI that we would identify the projects,
that we would manage the projects and—as required by point C of the letter —that every dollar would be
spent on Australian wool growers.

Senator FERRIS—It is extraordinary that the money was sent before the contract was signed.
Mr Dorber—It is. Action was taken and the money was got back. No—
Senator FERRIS—It isavery interesting way of doing business. | do have alot of other questions.

Mr Dorber—Senator, you asked the question with an opinion, after telling me | was not allowed to have
opinions myself. Your throwaway line is offensive because it is wrong. There were a series of events that took
place.

Senator FERRI S—It was not wrong at all.
Mr Dorber—The problem was rectified and | fixed it.

Senator FERRIS—The fact is, the letter was sent and the money was given before the agreement was
signed. | am saying to you that it is an extraordinary way to do business and | think most people would agree.

Mr Dor ber—I think people would say that mistakes occur from time to time.
Senator FERRIS—I do have many more questions but | am looking at the time.

Mr Dorber—Are you telling me as a private citizen that | need to come back? |s that what you are saying
to me?

Senator FERRI S—I think that was the understanding under which you came: that you were happy to come
back at any other time.

Mr Dorber—Will | have any indication when this might be?

Senator FERRIS—Unfortunately, we do need, as a committee, to go down and take part in the wheat
debate in the chamber.
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CHAIR—I think we should conclude these proceedings tonight. Mr Dorber, you will be given ample
warning on when we might reconvene this committee. | thank you for your attendance tonight and the way in
which you answered your questions. | bid everyone a good night.

Committee adjourned at 10.27 p.m.
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