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Committee met at 9.07 am

COWAN, Mr Paul, Acting General Manager, Families, Seniors and Service Delivery Support,
Centrelink

PRATT, Mr Finn, Chief Executive Officer, Centrelink

SEITTENRANTA, MsEija, Acting Deputy Chief I nfor mation Officer, Centrelink
DEL GIGANTE, Mr Michael, Managing Director, Defence Housing

GROOM, Mr Rabert Anthony, Chief Financial Officer, Defence Housing

GOLIGHTLY, MsMalisa, Deputy Secretary, Employment, Department of Education, Employment, and
Workplace Relations

SHANNON, Ms Robyn, Branch Manager, Participation Policy, Families, Social Inclusion and
Participation Group, Department of Education, Employment, and Wor kplace Relations

JENNAWAY, Mr Seve, Acting Group Manager, Business and Financial Services, Department of
Families, Housing, Community Services and | ndigenous Affairs

LEEPER, Mr Geoff, Deputy Secretary, Department of Families, Housing, Community Services and
Indigenous Affairs

SANDISON, Mr Barry, Group Manager, Families, Department of Families, Housing, Community
Servicesand I ndigenous Affairs

WINZAR, Ms Peta, Group Manager, Housing, Department of Families, Housing, Community Services
and I ndigenous Affairs

POPPLE, Mr Jeffrey, Acting Deputy Secretary, Delivery Policy and Compliance, Department of Human
Services

CHAIR (Senator Polley)—Welcome. Information on parliamentary privilege and the protection of
witnesses and evidence has been provided to you. As departmental officers you will not be asked to give
opinions on matters of policy, though this does not preclude questions asking for explanations of policy or
factual questions about when and how policies were adopted. | invite you to make short opening presentations
and at the conclusion of your remarks | will invite members of the committee to put questions to you.

Mr Pratt—Centrelink does not have an opening statement.

Mr Leeper—The Department of Families, Housing, Community Services and Indigenous Affairs does not
have an opening statement.

Mr Popple—The Department of Human Services does not have an opening statement.

Senator ABETZ—Can | start off with FaHCSIA. When were you first invited by the government to make a
submission or provide advice in relation to the plan?

Mr Leeper—I cannot identify an exact date, but we were contacted soon after New Year to begin to input
ideas into a potential policy process.

Senator ABETZ—Can you please take that on notice and get back to us. From your records you must be
ableto identify an exact date and time. And can | ask the Department of Human Services the same question.

Mr Popple—I believe that we first became aware of it on around about 13 January.

Senator ABETZ—So chances are that is when the other departments would have been told, | would
imagine. Centrelink?

Mr Pratt—We had our initial contact about this package on 13 January with Prime Minister and Cabinet.
Senator ABETZ—And Defence Housing? | am sorry you are on our list as well for witnesses this morning.
Mr Leeper—It was the week of 6 January in respect of FaHCSIA.

Senator ABETZ—AII right. Can you then give us the exact date, because there are seven days in a week,
S0 you may have been told on 12 January, say.

Mr Leeper—I would say it was the 6th or 7th—the Monday or the Tuesday.

Senator ABETZ—Let's get the exact date, please. For Defence Housing, when was the first contact from
whoever—Treasury, PM & C—about you making a contribution to the package?
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Mr Del Gigante—In our case, it is a little bit more complicated. We approached the government about a
year ago for extrafunding for more houses.

Senator ABETZ—I am sure all the departments always contact for extra funding. There is nothing unusual
about that. When were you contacted about the specifics of this plan?

Mr Del Gigante—To be included in this program? It was our initiative, | think. We approached ministers
and departments—

Senator ABETZ—With great respect—sorry to interrupt, but time is short—I am sure you did not
approach the government to suggest this nation-building plan. | am sure the government or Treasury decided
on this plan and then approached you for specific comments and support information for the plan, and that is
the date we are after.

Mr Del Gigante—That is not my understanding. When the newspapers were talking about perhaps the need
for anew stimulus program, we wrote a short proposal to the department of finance, | think late last year.

Senator ABETZ—And so there was no further contact?

Mr Del Gigante—No, there had been. | can give you a date when we—

Senator ABETZ—Yes. Look, did you have contact around about the beginning of January—Iet's not waste
time here—about this specific plan?

Mr Del Gigante—Yes.

Senator ABETZ—Can you tell us what date in January that was?

Mr Del Gigante—Sure.

Senator ABETZ—If you do not have it there straightaway, ook it up and we will move on, because | have
a question for FaHCSIA. As | understand it, you are to receive about $2.6 hbillion. Is that right? That is
contained in Appropriation (Nation Building and Jobs) Bill (No. 2) 2008-2009, on page 16.

Mr Leeper—I do not have that document with me, but in the housing area a total of roughly $6.4 hillion
will be provided. In relation to one-off payments, there is a further total as well. The $260 million in bill 2 for
this year isfor housing.

Mr Sandison—I think the $2.6 billion that you are talking about will be linked to the association with the
back-to-school bonus. It is approximately $2.6 billion and $1.4 billion for the single-income bonus.

Senator ABETZ—So we are not confused, do you actually have the bills in front of you or not? Can we
please provide the withesses with a copy of the bill? Appropriation bill No. 2 tells me that for FaHCSIA, under
the column ‘ Payments to States, ACT, NT and local government’, there is $260 million.

Mr Leeper—Yes, that is correct.
Senator ABETZ—What is that for?

Mr Leeper—There are two components to that. $200 million of that is half the money that is being
provided for additional maintenance and repairs to public housing stock. The other $60 million is the first
instal ment of payments to the states for the construction of additional housing.

Senator ABETZ—Can | take you to page 71 of the UEFO. At the very top of that page, | am told that the
Department of the Treasury is getting that money, if | have the figuresright.

Mr Leeper—I havethat pagein front of me. It certainly says Treasury, but the money is being appropriated
to FaHCSIA.

Senator ABETZ—So the money is being appropriated to FaHCSIA—

Mr Leeper—That is my understanding, and it is in our portfolio supplement additional estimates
statements at page 8. That iswhere our part of the appropriation billsis reconciled.

Senator ABETZ—We can ask Treasury about that, but it looks as though we have identified potentially
another error. But we will leave that for another day.

Mr Del Gigante—To follow up on that question, on 25 November the chairman of DHA wrote to the
government in relation to potential future stimulus programs. That is when we began working on this.

Senator ABETZ—When did the government approach you for this specific plan?
Mr Del Gigante—I wasinformed in January. | do not recall the date.
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Senator ABETZ—AII right. Can you go back and find that out, please?
Mr Del Gigante—Yes.

Senator ABETZ—Inrelation to the $2.618 billion on page 16 of Appropriation (Nation Building and Jobs)
Bill (No. 2) 2008-2009, is that the same figure as appear on page 66 of the UEFO?

Mr Jennaway—Can you tell me what that number is?

Senator ABETZ—We are dealing in millions, of course. It is $2,618.5, which is | assume is a rounding up
of $2,618,444.

Mr Leeper—That is the back to school bonus payments.
Senator ABETZ—So although that figure is dightly in variance, by—

Mr Jennaway—Perhaps | can help there. If you go to page 3 of our portfolio supplementary additional
estimates statements—

Senator ABETZ—I am sorry; | do not have that with me. Does the secretariat?

Mr Jennaway—While you are looking for it, right up the very front it says that we are seeking additional
appropriations of $260 million through Appropriation (Nation Building and Jobs) Bill (No. 2) 2008-2009 and
$4,107.9 million—

Senator ABETZ—I am looking for the supplementary estimates document from FaHCSIA.

Mr Jennaway—Correct. As it reads, we are seeking $4,107 million, or $4.1 bhillion, through special
appropriations. | guess that what we are looking at here is that, given that we have the four measures and one
of them that you are looking at is the $260 million relating to the housing appropriation, the balance of it is
special appropriation funding in relation to the other three measures that FaHCSIA has responsibility for.

Senator ABETZ—Treasury told us that the social housing would be owned by the states. |s that correct?
Mr Jennaway—Yes.

Senator ABETZ—How will you ensure that it is not going to be sold off after 10 years by the state
government? | know that it happens currently, but this seems to be an extra lot of money. Are we going to
protect the Commonwealth taxpayer against the state saying, ‘ That's fine, and in 10 years we'll flog it off and
get awindfall’?

Mr Leeper—The Commonwealth, under the previous Commonwealth-State Housing Agreement and now
under the National Affordable Housing Agreement, makes payments in excess of a hillion dollars per year to
the states and has done so since the Commonwealth-State Housing Agreement was introduced in 1946. The
Commonwealth does that—

Senator ABETZ—Yes, we are aware of the history. | am—

Mr Leeper—I am answering your question, Senator.

Senator ABETZ—Time is very short. We are aware of the history.
Mr Leeper—I amtrying to be asbrief as| can.

Senator ABETZ—I am just asking about this special package and whether there is going to be any special
measure so that they cannot do that.

Mr Leeper—We are not proposing to either restrict or in any way direct the states in relation to retention of
the stock for any period, which is the same as for existing funding. It is not different from our current
approach.

Senator ABETZ—I know that. | wanted to know about this specific program. We were told in aged care
communique and in the UEFO that special measures would be put in place to ensure that state governments—I|
do not think it talked about local governments; we might get onto that at a later stage—would not be allowed
to cost shift. In the COAG communique at attachment B under ‘social housing’, we are told that the
Commonwealth will also provide up to $400 million for repairs and maintenance of existing public housing
stock over two years.

How on earth are we going to determine whether there is cost shifting? In relation to the building of new
houses there may be plans et cetera on the drawing boards, but as to how much maintenance a state
government would do, you would not have that planned and mapped out four, five or six years in advance, so
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that they could be pinged for cost shifting. | amjust wondering how we are going to ensure that the paint brush
that was going to be paid for by the state is now not going to be paid for by the Commonwealth.

Mr Leeper—I| am advised that it is the Commonwealth’s intention that heads of treasury, which is the
meeting of treasury officials, will be attempting to baseline expenditure by the states so that the money on
maintenance and the additional money for construction of social housing dwellings is clearly over and above
the states’ existing efforts.

Senator ABETZ—So0 you will try to baseline. It has not been basedlined as yet. How long do you think the
baselining will take?

Mr Leeper—We would have all of that work done well before 30 June.

Senator ABETZ—When did work start on this baselining?

Mr Leeper—It will start now that the agreement has been signed.

Senator ABETZ—It has not even been started but we have the package and the money allocated to it. So
one would hope that the baselining works out with the states. Why was the figure of 20,000 houses picked?
Why not 21,000 or 19,0007

Mr Leeper—That is a decision for government.
Senator ABETZ—That is a decision for government. Right, have we got any idea how the 20,000 houses
are going to be allocated around Australia?

Mr Leeper—The proposal isthat the funding will be provided on a per capita basis consistent with the rest
of the Commonwealth-state funding agreements.

Senator ABETZ—S0, not on a needs basis.
Mr Leeper—On a per capita basis. Should, however, a state indicate to us that they do not think they can

use all of their allocation | will put in place a process where states can overbid, and we would redirect any
surplus funds to other jurisdictions.

Senator ABETZ—I would have thought that if it is social housing it is because a specific need has been
identified. Are you saying that the social housing needs of Australia are equally distributed throughout the six
states and the two territories—that there isn’'t one state with a greater social housing need than another?

Mr Leeper—There may well be but the decision of government was to allocate the funds on a per capita
basis.
Senator ABETZ—So0 the decision of government was that one size is going to fit all irrespective of the

social needs of the various populations in the various states and territories. When were the state governments
contacted in relation to this?

Mr L eeper—Contact was made by me and by several of my officials at several stages on and from that first
week of January. So, some time after 6 January there was periodic contact as we sought to gather sufficient
information to provide informed material for the policy process.

Senator ABETZ—S0 you contacted the states. Were they told at that time that there would be a need for a
basdline?

Mr Leeper—Not at that time, Senator, no. But it was quite clear from—
Senator ABETZ—So when were the states first told—

Mr Leeper—May | answer your question, please?

Senator ABETZ—You said, ‘No.’

Mr Leeper—But | was going on to say that | have made it clear at several stages during those discussions
that the Commonwealth's expectations would be that if any funds were provided that it would be additional to
their existing efforts, which—

Senator ABETZ—When was that communicated to them? That was going to be my next question.

Mr Leeper—I would have to take the exact date on notice, but it would be some time between 13 and 28
January.

Senator ABETZ—So this has all been pretty rushed, hasn't it? A fair bit of midnight oil would have been
burning in the department, | would have thought. But that is a comment and | withdraw that for the purposes
of the questioning.

FINANCE AND PUBLIC ADMINISTRATION
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Can | ask Defence Housing: have we decided where we are going to put the houses?
Mr Del Gigante—Yes, we have.

Senator ABETZ—Could you provide us with alist of that? Just table it; we do not delay any further with
that.

Can | ask Centrelink: how much time do you need to get the money out?

Mr Pratt—That is subject to the passage of the legidation, but if the legidation as presented was to pass,
we will start payments from 11 March.

Senator ABETZ—Was there anything stopping Centrelink from commencing its computer work, or
whatever needs to be done in anticipation of the legislation passing?

Mr Pratt—We have commenced our computer work.
Senator ABETZ—You have already commenced your computer work?
Mr Pratt—Yes.

Senator ABETZ—We were told it would take, | think, three weeks, and that was why there was this huge
urgency about passing the package. So you could have everything ready to go—is that right?—and then when
the legislation passes, press the button for the money to flow out?

Mr Pratt—Not quite. We need to know as soon as possible what the parameters will be. We are coding—
Senator ABETZ—You have a—sorry.

Mr Pratt—If there are significant changes to the legidlative package as presented we will not be able to pay
from 11 March. It is possible if they are relatively minor changes that we may be able to accommodate them
but we would have to see what is presented. We have to move fast in order to make the 11th.

Senator COONAN—We were told at great length in the Senate by the Senate leader, Senator Evans, that
you could not even begin until the legidation was passed—

Senator ABETZ—That isright.
Senator COONAN—and that two days would be absolutely critical.

Mr Pratt—We have been very clear with our advice to government on the need to get this legislation
passed as soon as possible.

Senator ABETZ—Sorry, Mr Pratt. Could you speak up.

Mr Pratt—Of course. What | was saying is that we have been very clear in our advice to government
about, from Centrelink’'s perspective, the strong need for us to understand the complete package as soon as
humanly possible. If we are to get this package in place by 11 March, we have to start on what we know from
last week.

Senator JACINTA COLLINS—Do you—
Senator ABETZ—Sorry, you do not have the call.

Senator JACINTA COLLINS—Sorry, Senator Abetz, but there is a capacity to ask a supplementary
question.

CHAIR—Can | just remind committee members that it was agreed that a question could be asked that was
relevant to the question just asked, but senators are limited to the issue and the topic that was originally asked.

Senator ABETZ—AII right. Fair enough.

Senator JACINTA COLLINS—I simply want to ask Mr Pratt to please elaborate on the reasons for that
advice.

Mr Pratt—A build of this sort is very complex. There are large numbers of customer groups and different
payment types. For a package of this sort, it would typically take us at least a quarter, generally, to develop and
implement. We are fast-tracking this. We are able to do that to some extent because some of the coding that we
did for the economic stimulus package is being replicated here, but the time frames are very tight.

Senator ABETZ—I understand ‘ a quarter’ to be three months.
Mr Pratt—Typically, 10 to 12 weeks is what we woul d—
Senator ABETZ—AII right. And when were you first asked to work on this package?
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Mr Pratt—We were first approached about this package on 13 January, but we knew the final details last
week.

Senator ABETZ—Can you tell us what day last week you were only told the final details?
Mr Pratt—It was the 27th.

Senator ABETZ—27 January?

Mr Pratt—That is correct.

Senator ABETZ—That is when you were told of the final details of the package. Thank you for that. Can |
ask that of FaHCSIA as well? When were you told of the final details?

Mr Leeper—That goes to matters of how governments make decisions. | am not sure | should be asked to
answer that.

Senator ABETZ—Are you saying that Mr Pratt has breached all Public Service protocols by teling us
this?

Mr Leeper—No, | am not.

Senator ABETZ—You have redlly put Mr Pratt into it! | suggest you get him out by answering the
question.

Mr Leeper—What | am saying is that after governments make decisions it may be some days before line
departments such as mine are informed about them because we get to see a copy of an actual decision.

Senator ABETZ—That isfine. | am just asking you when you were told. It is no state secret.
Mr Leeper—Last week.

Senator ABETZ—What date last week? Let me guess—the 27th?

Mr Leeper—No. | think it was the 28th or 29th.

Senator ABETZ—Oh, 28th or 29th? Who else do we have here—Human Services?

Mr Popple—At the same time as Centrelink was advised.

Senator ABETZ—The 27th?

Mr Popple—Yes.

Senator ABETZ—Defence Housing?

Mr Del Gigante—With all due respect, we were told last week—I do not recall the exact date—that that
program was accepted.

Senator ABETZ—If you could find out for me, please, | would be much obliged. So something which
normally takes you 10 to 12 weeks to organise you were told on 27 January to have ready within how many
weeks? You were hoping to get it out on 11 March; isthat right?

Mr Pratt—Our advice, from memory—I may be corrected by my colleagues—was that, in total, we would
need six weeks.

Senator ABETZ—Six weeks. In other words, that which normally takes you 12 was going to be truncated
down to six, in rough terms. The mathsisright there?

Mr Pratt—Correct.

Senator ABETZ—Thank you. This was a government decision, so it is not advice to government. | am just
wondering if you were told by government what the imperative was to overwork your officials to rush this
through in a matter of six weeks, whereasiif it would have been seven weeks—

CHAIR—Thereisapoint of order. Senator Cameron?

Senator CAM ERON—Senator Abetz is making assertions and putting words into the witnesses' mouths. If
he wants to ask the witness whether Centrelink was overworked, he should ask the question.

Mr Pratt—We were not asked by government to overwork our employees.
Senator ABETZ—Good—as HK was in Treasury when she worked 37 hours straight.

Mr Pratt—What we were asked was. when would we be able to implement this? What was the earliest
date? Our advice was that we could do it from the week of the 11th because we had a major systems rel ease on
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at that time, and it enabled us to engage all of the infrastructure which is in place to do a mgjor release. We
have many, many testersin place, so that was one of the reasons why we could fast-track it.

Senator ABETZ—It is not a good reflection on the workers at Centrelink if you are saying getting it done
in six weeks did not overwork them but you normally take 12 weeks to do something of this nature, isit? That
isjust a comment and an observation | make: if the normal course of events is 12 weeks, one assumes that, if
you do it in half the time, the beavers might be beavering a little bit harder than normal.

Mr Pratt—We are certainly working very hard on this, as we have done for governments over many years.
When the situation calls for it, we can, in fact, put greater effort in to get something done.

Senator COONAN—I think everyone accepts that you people work very hard. | do not think that is really
at issue here. What is at issue—and | think you have just given a very graphic example of the fact that, if need
be, you stand on your head, proverbially speaking, to try to meet government’s requirements; | know that you
do that and have done that, perhaps, since your inception—is that two days delay really will not be critical. It
might be difficult, but it will not be critical. That isright, isn't it?

Mr Pratt—I am just repeating the advice | have given to government: our strong preference is to know
what—

Senator COONAN—Yes, it is a strong preference—I| understand that—but it is not critical.

Mr Pratt—It depends on what emerges after those two days. That is also part of my advice.

Senator COONAN—-BLUL it is not the two days of themselves that are the problem; it iswhat might emerge.
Mr Pratt—It is subject to what emerges.

Senator COONAN—Good.

Senator JACINTA COLLINS—Further to Senator Coonan's question, what would then be the
consequences if amendments arise out of the delay.

Mr Pratt—As | was indicating before, if there are amendments which are of an insignificant nature then we
may be able to accommodate them. Any other amendments are likely to push back our i mplementation date by
two or three weeks—maybe a month.

Senator FIFIELD—Following up on that point, so that we are completely clear on it, the holding of a
Senate inquiry into this legidation, should this legislation emerge unchanged from the parliament, does not
delay youin any way.

Mr Pratt—No, | do not agree. My position on this is that we need to know what this legidation will be as
soon as humanly possible in order to finalise the work to have this implemented from 11 March. Thereis also
a huge opportunity cost for usif we are coding in the wrong direction, for example.

Senator FIFIELD—I appreciate that. Let me rephrase; if the legislation emerges unchanged, you will still
be able to meet your 11 March target.

Mr Pratt—Correct.

Senator FIFIELD—That is what | said before. So the existence of this committee and parliamentary
scrutiny over the course of the next week in the Senate, should the legislation emerge unchanged, would not
stop you from meeting your 11 March deadline.

Mr Pratt—I understand your point, but it is a hypothetical. You must also understand my point.
Senator FIFIELD—Itis—

CHAIR—Could we just allow the witness to answer. You have put the question. If you allow the witness to
answer, then you can continue.

Senator FIFIELD—I do not think it is a hypothetical.

Mr Pratt—From our perspective, we need to know the parameters as soon as humanly possible. We have
peopl e potentially working on things which may not eventuate, which will impact on our capability to deliver
at 11 March—or alater date if changes emerge.

Senator ABETZ—But Mr Pratt, if | may ask, you said that, if there were changes to the legidation, it
might delay things by three or four weeks.

Mr Pratt—Potentially, subject to what the changes were.
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Senator ABETZ—Right. If, next week, the Senate were to change things—even if we sat on Friday, 13
February—you would still have four weeks, would you not, until 11 March to make those changes?

Mr Pratt—Correct.

Senator ABETZ—Correct. Thank you very much. Therefore, delaying this legislation in the parliament for
aweek and examining it properly, rather than rushing it through in 48 hours straight, will not as of necessity,
even if there are amendments, delay the paymentstill 11 March.

Mr Pratt—If the parliament passes this legislation next week, as currently presented, we will be able to
implement it for 11 March. If there are changes made next week, it is quite likely that this will result in a
deferral of our implementation date.

Senator ABETZ—BY how much?
Mr Pratt—It depends on the nature of the changes.
Senator JACINTA COLLINS—Could it be four weeks, as you said earlier?

Mr Pratt—If there are changes, for example, to customer groups and those sorts of things, it could easily
take up to another month.

Senator ABETZ—We heard that Defence Housing was very proactive and approached the government and
said what they wanted in the package. Did Family and Community Services and Human Services do a similar
thing, or not?

Mr Pratt—FaHCSIA did nat, of itself, offer a proposal.

Senator ABETZ—Thank you.

Mr Popple—Neither did Human Services, Senator.

Senator ABETZ—And Centrelink implement rather than make policy. Isthat right?

Mr Pratt—That is correct.

Senator ABETZ—Thank you.

Senator JOY CE—As you know, the Senate is always open to amendments. There is not one piece of
legislation that goes through this place without amendments. So this idea that if it goes through as suggested,
inthe formit wasinitially presented, is completely erroneous because that never happens.

Mr Pratt—Senator, | understand your observation.

Senator JOY CE—So it would be a foregone conclusion that there will be amendments. If there is a piece
of legislation that goes through the Senate, where the government does not have a mgjority, there are going to
be amendments.

Mr Pratt—Conceivably, Senator. All we are saying is that, in terms of implementing the legidative
package that is before us, we need to have knowledge of what is in that package as soon as possible. And in
terms of the implementation date of 11 March, we need to know that basically around now.

Senator JOY CE—1I think we have proved that you have the capacity to work in parallel with the operation
of the Senate.

Senator COONAN—Very flexible.

Senator JOY CE—On Defence Housing, Mr Del Gigante, you were musing about some conversations that
were had back in November last year, where you approached the government because you said you needed
new houses. Did the government give any inference whatsoever of a future stimulus package in those
conversations.

Mr Del Gigante—I did not speak directly with the government, but there were meetings and
correspondence with the Department of Finance and Deregulation, for example, in November, and with
various other people in government, about the possibility that, if there were to be any future stimulus package,
we had a program ready to go.

Senator JOY CE—So you had it ready, if there were a future stimulus package. You had been talking with
the government and, if there were a future stimulus package, then these were the sorts of things that would be
nice to have out there.

Mr Del Gigante—Yes. Subsequently to those early contacts, we then went across to Finance and provided
alot of details—exactly where the land was and—
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Senator JOYCE—AnNd the government were willing to talk to you about that—they were open and
listening to your discussions?

Mr Del Gigante—Sure. We provided all of the details they needed. Their question was: can you build these
houses in that short time frame? Do you have the land?

Senator JOY CE—They said that in November?
Mr Del Gigante—Yes.

Senator JOY CE—So it sounds like they had a stimulus package on the go and another one in mind at the
sametime.

Mr Del Gigante—I| cannot answer for that. On our initiative, we provided information about a housing
program. Defence is growing, we need houses and we are looking for ways to fund it in this environment, so
we provided a program to the government.

Senator JOY CE—And they were very interested in that program?

Mr Del Gigante—I think they were. | mean, the accepted our information and took it. | am not sure what
they did withit. By ‘government’ | mean the department of finance.

Senator FIEL DING—On that point, you said the number of houses was 802.
Mr Del Gigante—Yes.

Senator FIEL DING—Doesn't 802 seem odd to you?

Senator JOY CE—It seems a peculiar number. Was it a number out of the blue?

Mr Del Gigante—lIt is not out of the blue. Defence gives us a housing forecast every year in about
September. We then look at what stock we have in the 29 |ocati ons where they need them and we calculate the
difference, our shortfall, and how we are going to provide that shortfall. Then we have several months of
planning with Defence and Finance to figure out how we are going to provide that housing. As a result, we
figured out how many we needed, where and how much money is involved. We have correspondence, details
and reports to that effect.

Senator JOY CE—Did you contact any of the people who are likely to build all of these houses? Who
builds all these houses? Twenty thousand is quite a quantum.

Mr Del Gigante—No, not 20,000; 800.

Senator JOY CE—Has any person gone out to the marketplace? Who have you had discussions with? Who
are the people likely to build these houses?

Mr Del Gigante—We produce 1,000 a year in the normal course of business. Most of them we build, some
we buy and some we negotiate land and house packages for. We manage 17,000 properties around Australia.
We have a capital program of over $400 million. Thisis what we do; it is our business.

Senator JOY CE—Have you gone out to the marketplace and approached any person? | do not want to
know the specifics, but have you approached construction groups that are going to build these houses?

Mr Leeper—We certainly did not make any direct contact with potential developers or providers. Our
contact was through the state housing authorities. | point out that about 140,000 to 150,000 dwellings are
completed in Australia each year. Dwelling approvals are off by 20 per cent in the year to December, so 20,000
dwellings over two yearsis not a big stretch | suggest.

Senator CAM ERON—How long has there been this systemic shortfall in Defence Force housing?

Mr Del Gigante—We have been aware for about a year and a half that, given our current resources, the
financial situation and the growth in Defence, we have a gap in housing needs that Defence want. We have
been |ooking at various ways to fill that gap, and this was one opportunity.

Senator JOYCE—Are any of the major construction companies involved with the construction of these
houses donatorsto, or involved in any way, shape or form with, the Labor Party?

CHAIR—I do not think that is a relevant question. | am fairly confident that departmental officers would
not know who made donations to any political party. | think that is out of order.

Senator COONAN—What percentage of new public housing projects, by number of dwellings, were
completed on time and on budget within the 12 months, or five years, to 30 June 2008? Could you bresk it
down by state and territory and nationally please?
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Mr Leeper—I would have to take that on natice, firstly, because it is a rather complicated question and,
secondly, because the Commonwealth does not, apart from the Defence Housing Authority, get directly
involved in the construction of housing. These are matters for the state housing authorities. We would need to
seek the information from them.

Senator COONAN—What proportion of projects that receive development and planning approval during
the 12 months, or five years, to 30 June 2008 have, firstly, proceeded to the construction stage and, secondly,
have been compl eted? Could you break it down by state and territory and nationally?

Mr Leeper—Again, | would need to take that on notice. There may be some data from the Australian
Bureau of Statisticsthat is possibly helpful there.

Senator COONAN—Does this data not exist or do you just not have accessto it? Why don't you collect it?

Mr Leeper—The data may exist. | do not have it with me certainly and it would take a fair bit of research
to derive it at this point. Organisations like the Housing Industry Association may well have it though. We can
ask if they have data as well.

Senator COONAN—What proportion of funding provided under the NAHA for state and territory public
housing, not including funding for homel essness initiatives, SAP funding or NRAS funding, was set aside for
maintenance, operational and administrative expenses, and new capital projects and upgrades?

Mr Leeper—Under the National Affordable Housing Agreement, the Commonwealth provides a general
bucket of funds covering what were previously the Commonwealth-State Housing Agreement, the Supported
Accommodation Assistance Program and a crisis accommodation program. Under the new arrangements,
which prevail from 1 January, the Commonwealth makes a single payment. We engage with the states around
outcomes and indicators. How they allocate that payment is completely up to them, across maintenance,
capital, operating costs—whatever. | do not have the information, but the Commonwealth would not seek to
prescribe how they might spend those funds.

Senator COONAN—Can you tell me this or take it on notice: what is the value of funding set aside for
new projects not included in the programs mentioned in my previous question? How many new dwellings
were to be provided by the funding?

Mr L eeper—We would have to take that on notice. Under the National Partnership on Social Housing there
is afurther amount of $400 million which was provided as part of the COAG discussions last November. That
is separate from the money announced under the stimul us package this week.

Senator COONAN—Gaoing to the package for a short time, 20,000 houses are part of the social and
defence home spending. How many blocks of land are available to build on that the department is aware of ?

Mr Leeper—Acquisition of land for dwellings would again be a matter for the states to consider. If you do
the quick maths, the average cost we are providing to the states is around $300,000 for each of the 20,000
units. It may be cheaper than that or it may be more expensive than that. That is something for the states to
consider. Through work that the department has done in support of the National Housing Supply Council, we
are aware that there are very substantial blocks of land available in virtually every capital city that would
support this kind of devel opment, certainly more than 20,000 lats.

Senator COONAN—I am sorry if you have been asked this, because | was not here right at the very
beginning. Do you have any kind of list or map that could show us the geographical distribution of where
these houses will be, by each state?

Mr Leeper—What we have at the present time is a funding envelope. We will be asking the states to
develop proposals to access that funding. There are a number of conditions and objectives that we have set out
in schedule C to the national partnership agreement that was signed yesterday through COAG. We will be
looking to the states to come back to us with proposals. At this point | do not have addresses and ot numbers
and things because we are waiting for that advice from the states.

Senator COONAN—As to what is provided in the average cost of these packages, does it include the price
of the land? What are the criteria that are going to be used to decide on acquisition?

Mr Leeper—In some cases it may include land; in other cases the state housing authority may already have
land available that they are prepared to put into the transaction. Not every house will require land purchased to
be brought forward. The specific objectives that we put in the agreement were: to increase the supply of social
housi ng through new construction; to provide increased opportunities for people who are homeless or at risk of
homel essness to be put into accommodation; and, thirdly, to stimulate the building and construction industry.
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Those are the three broad objectives of this particular measure. We are also seeking to achieve a number of
outcomes, including meeting the needs of people on public housing waiting lists, particularly those with high
needs; to reduce waiting times; and, again, to achieve a particular time profile for the construction which will
deliver economic benefits.

Senator COONAN—I will come to the time profile in a moment. | understand the objectives as described.
Obviously you would appreciate that we are interested in knowing the real substance of this—whether it is
achievable and whether or not you are going to be able to build them within the time frame contended. For
example, there is the updated economic and fiscal outlook. As you know, | asked this question of Finance who
handed it to you. There is a reference to the first stage of the program to fund some 2,300 new dwellings,
bringing forward construction already approved. Surely there must be a list of where they are.

Mr Leeper—I do not have that list. We asked the states to give us an indication of what they had on their
lists for development approval but for which funding had not been identified by their state governments. They
did not do that at a block and section level, but they have done it at a broad level. To make sure the
information is as current as possible | have now asked the states to give us their firm proposals against that
$692 millioninitial round of activity, and those will be coming over the course of the next week and a half.

Senator COONAN—Are you relying totally on information provided by the states for the capacity for the
ddivery of this program to develop 20,000 new public and community housing dwellings to be completed by
the end of next year?

Mr Leeper—Our expectation would be that the states would work with their own development arms,
private sector development arms and community housing providers to deliver these dwellings. | think it is
easily achievable across the three of those sectors.

Senator COONAN—You have not verified this independently in any way and you have accepted what you
have been told by the states for the purposes of proposing this package. Is that correct?

Mr Leeper—We sought advice from the states about what they could realistically deliver.

Senator COONAN—AnNd you accepted what they told you?

Mr Leeper—Without taking the individual bits of information externally, we tested in the broad some of
the capacity issues with the Housing Industry Association.

Senator COONAN—How did you do that? What did you test?

Mr L eeper—We tested the capacity or the ability for the sector to deliver that number of houses over that
period of time.

Senator COONAN—AnNd what specifically did you ask?

Mr Leeper—I do not recall the conversation in detail, but we would be testing with them—

Senator COONAN—Did you say you would be testing or you did test?

Mr Leeper—In a conversation with a member of the HIA, | tested whether the sector would have the

capacity to respond were the government to choose to invest further in social housing, and from memory the
response | got was they would welcome it.

Senator COONAN—Isthat in a document?
Mr Leeper—No, it was a conversation.

Senator COONAN—So you rang up and said, ‘ Give us a number that you think we can deliver’, and they
said, ‘20,000'. Isthat how it happened?

Mr Leeper—No, but | think we were testing with them what the objective data suggested the capacity of
the sector would be. | will correct a figure | gave before. The reduction in the number of dwelling unit
approvalsin the 12 months to November—I think | said it was 20 per cent—is 34.7 per cent. That comes from
the ABS catalogue Building Approvals, Australia, November 2008. That is against an annual construction
program across Australia of 140,000 to 150,000 units of housing. A 34 per cent reduction in units approved for
construction says to me that there was easily capacity, and | sought merely to confirm that we had estimated
that correctly.

Senator COONAN—What is the size of these houses to be in, say, square metres or numbers of bedrooms?

Mr Leeper—It will vary, but we would expect they would range from one-bedroom or even studio
apartments, up to three and four-bedroom houses because there are people on the waiting list with a wide
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range of housing needs. We would like the states to construct a range of suitable accommodation that meet
disability and environmental standards. Therewill be no one size.

Senator CAM ERON—Senator Joyce has asked me to ask you whether they will have pink batts.
Mr Leeper—I cannot answer that.

Senator COONAN—I will withdraw that question because my recollection of what Dr Watt from Finance
said last night was that there were going to be arrangements to try and standardise the dwellings—that they
would be a standard design. Because | said to him—and | am sure | can say most of the people at the table are
veterans of dealing with government tenders—by the time you get this package running, the money actually
flowing and the approvals and all of the processes to get these houses on the drawing board and built, 20,000
of them by 2010 is a bit ambitious, isn't it?

Mr Leeper—I think | have indicated already that the data suggests that the capacity exists in the Australian
construction industry to deliver this level of housing. | did not see, nor have | read, what Dr Weatt said, but no
state housing official would ever have suggested to us that we would be ddivering a single standardised unit
of housing. The needs of families vary, from the needs of single people, single people who are aged, people
with disabilities, single parents or families with children. The housing stock needs to accommodate all of those
needs. They must be different.

Senator COONAN—I would expect that, and that really goes to my point that by the time you
accommodate all of these variables, the prospect of ddivering 20,000 to meet the needs of various applicants
isreally going to put pressure on you to do it by 2010. My last question on this particular set is: how does the
cost of building each of these homes compare with the average price of building a new home in Australia, both
including and excluding land?

Mr Leeper—Again, | think | have indicated that this was costed at an average of $300,000 per dwelling,
which in some cases will include land and in some cases will not. The cost of new housing varies according to
the location. | would think that these $300,000 dwellings would be towards the lower end of first homes, but
certainly in some of the capitals they are likely to be smaller than first homes in some of those locations where
the land costs are more expensive. In regional areas, $300,000 would probably be a high figure.

Senator BOB BROWN—A matter upfront that | would like to ask as a Tasmanian senator is whether there
are any conditions in this expenditure on housing which might put an end to the Tasmanian government’s
proclivity for selling public housing into the private sector?

Mr L eeper—The condition on the funding is that the state would need to demonstrate to us that the houses
constructed are additional to what they have and are over and above their planned effort over the forward
estimates period. So we want no substitution of Commonwealth funds for state funds. Beyond that point, the
Commonwealth does not seek to limit or direct how the states manage their housing stock. As you are aware,
in Tasmania and in a number of other jurisdiction states are considering moving some public housing stock
into the community sector, and in some cases they sell down stock. As part of these measures, though, the
$400 million in additional maintenance funding will, we expect, avoid the need for about 2,500 dwellings to
be sold that would otherwise have been sold because their condition would have deteriorated to an extent
where the public housing authority would not have wanted to have kept them on the stock list. So there is
some modest increase in stock as a direct result of the maintenance funding that is being provided.

Senator BOB BROWN—If a state is sdlling housing at a time when it needs to look at its budgetary
bottom line while the Commonwealth is building housing in that state, that is a transfer of funds, in effect,
isn'tit?

Mr Leeper—I think | indicated in an answer to an earlier question that we will be doing a basdline
document with the states through Treasury that will seek to lock in state’s efforts in this area to make sure the
Commonwealth’s money is additional.

Senator BOB BROWN—BuUt will you be looking at the ability of the states to say: ‘ Thank you very much.
We will build 1,000 houses with this money from the Commonwealth. Meanwhile, over here we'll sell 1,000
houses to raise money for our other budgetary requirements.’

Mr Leeper—The states have the ability to do that now as they always have had. Our expectation would be
that we would ask them to try to keep the stock numbers that they have. But they have to take commercial
decisions. It may be related or unrelated to the stimulus package. | would not want it to be related to the
stimul us package. We want these houses to be net additional on the stock.
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Senator BOB BROWN—There is $400 million in this package for repairs to existing public housing. Will
that mai ntenance component include energy and water efficiency measures or retrofits?

Mr Leeper—It could include a whole range of things—repairs and upgrades to bathrooms and kitchens.
Some states have already asked us whether they could install insulation using the $400 million. | think our
answer has been: if that is a necessary and related part of what they are doing, yes. We would not want to see
the $400 million spent just on insulating public housing. We want to try and improve the quality of the stock
and keep some additional dwellings.

Senator BOB BROWN—What energy efficiency and water efficiency requirements are built into this
expenditure?

Mr Leeper—Into the $400 million—we have not made any conditions there. In the schedul e to the national
partnership agreements, we have indicated that proposals under the components of the capital funding will
have regard to a number of factors, including their adherence to universal design principles that facilitate
access for people with disabilities and that the constructed dwellings are environmentally sustainable. That is
on page 17, schedule C, paragraph (c)18 of the national partnership agreement that was signed yesterday.

Senator BOB BROWN—What does ‘ environmentally sustainable’ mean?

Mr Leeper—It is energy usage and water usage. | am aware of a couple of social housing projects which
have demonstrated some pretty good results in environmental sustainability.

Senator BOB BROWN—Will that level of requirement apply to this expenditure?

Mr Leeper—We have said that we will assess their proposals against a number of key requirements. Those
are two of seven. Not all of their proposals will meet universal design principles but, to the extent that they do,
they would score better in that respect. Not all of them might meet environmentally sustainable conditions, but
we want to encourage the states to build stock that is better in the long run.

Senator BOB BROWN—I ask again: what are the environmentally sustainable conditions?

Mr L eeper—We have not sought to prescribe them. We have kept it at a very broad outcomes level, and we
would be looking to the states to come back and indicate the ways in which they would see the stock as
complying with that requirement.

Senator BOB BROWN—Does the department have an indicative outline of what environmentally
sustai nable means when it comes to housing?

Mr Leeper—I would have to take that on notice. | do not know, | am sorry.

Senator BOB BROWN—Would you.

Mr Leeper—Yes.

Senator BOB BROWN—AnNd could you get that back to the committee some time today?
Mr Leeper—If we haveit, yes, we would.

Senator BOB BROWN—MTr Leeper, | am surprised that it is the case that you are not readily able to tell
me what that is, because we are in an era where, for example, Obama in the United States has a $50 hillion
package aimed at greening up government buildings and housing stock, and Germany is way ahead. Here we
are with a country very exposed to climate change and drought and where water has been a huge matter of
contention. Are all houses required to have built into them water tanks and fittings to ensure that, for example,
as in Victoria, those water tanks are connected to the toilet flushing systems and so on? Will grey water
utilisation and recycling be looked at?

Mr Leeper—The Commonwealth does not directly construct dwellings, with the exception possibly of the
Defence Housing Authority. We are at an outcomes level. The states do the delivery on the ground. It would
take more than today, but if the committee was interested, we could collate information that they could give us
about how they pursue environmentally sustainable objectives through social housing. The Commonwealth
does not directly construct dwellings. To date, we have not been in the business of prescribing to states what a
dwelling should meet in terms of standards for environmental sustainability. That is not something we have
done.

Senator BOB BROWN—I am suggesting that it is something that the Commonwealth should have done—
Mr Leeper—I understand.
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Senator BOB BROWN—and got on to it long ago, because many other nations have done that. You may
not be constructing housing but it is taxpayers money that is going into this. By the way. it would be good to
get an assessment of how many jobs would be created if true environmentally sustainable conditions were
applied to this expenditure of money in housing right across Australia. Otherwise, isn't it true that we end up
with the lowest common denominator? Victoria might be expending money with some conditions attached to
environmental sustainability, but what about the other states? For example, in sunny Queensland, is there any
indication that solar hot water systems should be applied to all housing?

Mr Leeper—I do not know .
Senator BOB BROWN—Why not?
Mr Leeper—The Commonwealth does not get involved in the direct delivery of housing.

Senator BOB BROWN—BuUt the Commonwealth is spending the money to build those houses in an age
where jobs are bottom line to this package and environmentally configuring these houses lowers the cost for
those people—and very often low income people live in these houses—in terms of saving them hundreds of
dollars on their power bills and water rates where those apply. You are saying that we have other conditions
but we are not in the business of putting conditions on here, and | ask why not?

Mr Leeper—Senator, what | said to you was that, in the key requirements for proposals for construction,
we have a specific heading requiring that the constructed dwellings are environmentally sustainable. Should |
go beyond that and prescribe them in fine detail ? | could try to do that, but that would slow the process down. |
actually throw the ball to the states and say: within that broad requirement, come back to us with proposals and
indicate the degree to which they meet sustainable objectives. It would be one of a number of factors we
assess.

Senator BOB BROWN—There is a mgjor fault here. It is high time this notion had specific basic
environmental conditions. Here we are retrofitting in this package some 2.7 million homes that do not have
ceiling insulation, for goodness sake, and, if | am not wrong, the worst offender here on a pro rata basisis the
coldest state in Australia, which is Tasmania. How long has it been required that all housing stock being
funded by the Commonwealth has ceiling insulation?

M s Winzar—Through this process, although we are keen to work with as much speed as possible, we do
know that we are going to have quite some lengthy dialogue with the state and territory governments over the
next month around the tender specifications for these 20,000 houses. Through that process we will perhaps not
be able to get down to the leved of prescription which might be desirable in the way that you suggest, but we
will certainly be able to specify some dimensions of both universally accessible design and environmental
sustai nability.

Senator BOB BROWN—My problem is that next Thursday | am being asked to vote for a multibillion
dollar expenditure which is to not just stimulate the economy but create jobs—it is abundantly clear to me that
having houses properly sustainably built in this day and age creates lots of jobs and creates long-term skilling
for building in the industry further down the line—and what | am getting from government is that there are no
specifications in that area that you can give to this committee. You may be talking to the states in a few weeks
time, but we have to deal with this next Thursday.

Mr Leeper—As MsWinzar indicated, we have discussions with the states ahead of us. | have heard clearly
what your concerns are. | cannot settle this for you in the next four or five days because those discussions will
take longer than that, but we undertake to raise with the states and we can get some advice from them about
the degree to which their current building standards service and meet environmentally sustai nable obj ectives.

Senator BOB BROWN—I would recommend, if | may, Chair, that the minimum here is that the best
standard in our e ght-government system be sought and applied universally. It is high time we accelerated into
an age which took note of climate change but also the great benefits. Thisis not a cost load; it is beneficial in
terms of jobs and in terms of the costs for people living in these houses to have them configured so they are
energy and water efficient to begin with.

Another matter that Senator Milne asked about last night that you may be able to help us with is with the
spot purchases of new houses and the land packages, where there is going to be, presumably, developmentsin
greenfidd sites. What is the requirement that they have public transport and good cycle and pedestrian
mobility amenities available?
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M s Winzar—In addition to the couple of requirements that Mr Leeper has already outlined, we have some
other requirements against which we will assess the state proposals, including spot purchasing or off-the-plan
arrangements. That certainly includes access of the potential residents to adequate transport and employment
opportunities. We are particularly concerned to avoid large-scale greenacre devel opments where one or two
thousand | ow-income families are accommodated without support services.

Senator BOB BROWN—What are the conditions there?

M s Winzar—We have not gone down to a great level of specificity, but through the course of last year we
had much dialogue with state and territory governments through the COAG process about the need to ensure
that affordable housing provided to low-income Australians was very closely located to opportunities,
particularly transport.

Senator BOB BROWN—How is that worked out? Is that worked out with state governments or local
private transport?

M s Winzar—Through the state governments.
Senator BOB BROWN—In what form does that assurance come?

M s Winzar—The issue with this package of funding is that the Commonwealth will have the final say on
approving the funding for the particular proposals that come through the states. Our expectation is that in the
first stage the states will bring forward a whole lot of work, which they know is already underway or available
to be immediatdly started. Beyond that, for the longer term, for the majority of the 20,000 houses we would
expect a tender process to be conducted across each state and territory with some fairly detailed specifications.
The results of that would come back to the Commonwealth with the states' recommendations and we would
then consider whether or not they were satisfactory. We would hope to get most of that tendering assessment
work done by around July or August this year.

Senator BOB BROWN—Over what period of time do you anticipate this package will be spent?

Ms Winzar—At this stage we think we can probably have construction commencing on around 10,000
dwellings in 2009. Most of that would be in the second half of this year with the balance started in 2010. Our
objectiveisto have 75 per cent of those 20,000 houses completed by December 2010.

Senator BOB BROWN—TForgive meif | am wrong—I got the indication that it was a government decision
to come up with the figure of 20,000. | am also hearing here that there is not the need for solar hot water
systems. | think building standards would require ceiling insulation now: is that correct? Or might some of
these houses be built without ceiling insulation?

MsWinzar—I would certainly hope they would all be built with ceiling insulation.
Senator BOB BROWN—Do we know they will be?
M sWinzar—We can certainly make it a requirement.

Senator BOB BROWN—It would be a bit strange, wouldn't it, to build a house without ceiling insulation
and then have people apply under the same program to have it retrofitted with insulation?

M s Winzar—Certainly, Senator. | cannot speak for all jurisdictions but a number of them have indicated to
me that all of their public housing stock already has ceiling insulation. Where it was not fitted at the start, they
have retrofitted it already. Some jurisdictions may still have some work to do in that regard. Certainly for new
construction | think that would be a very minimal requirement.

Senator BOB BROWN—I would like to have a list of what actual requirements there are in terms of
energy efficiency, water efficiency and any other efficiency measures which are going to make those houses
both more comfortable to live in and cheaper to run in the coming decades back to the committee today but, if
not, at least by Monday. | finaly ask: wouldn't it be better to have 19,500 houses built with that amenity
ensured than to simply say to the states, ‘Build 20,000 houses,” a lot of which are going to be much more
expensive to run because they do not have, for example, solar hot water services?

Ms Winzar—Senator, at this stage | think that we would be able to get 20,000 certainly with ceiling
insulation. | am not sure if we can get them all to have solar hot water services, but we would do our best.

Senator BOB BROWN—Can | recommend that you look at that because buying in bulk is a wonderful
thing. The workforce is rapidly skilling to be able to do that. It lowers power bills by hundreds of dollars a
year. These are low-income people that we are looking at housing here so it is a win-win situation.
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M sWinzar—We will.
Senator BOB BROWN—Thank you.

Senator MOORE—Ms Winzar, | know you are coming back to see us at community affairs on Monday
and | am sure you are looking forward to that. You are going to give us requirements about the environmental
safety aspects. Could we get a document that lists all the requirements that the federal arrangement has. We are
aware that it is a state-federal coalition on those issues. If there are requirements that the federal government
puts on the kinds of buildings and the standards, if we could get alist of all of those it would be very useful.

M sWinzar—Certainly.

Mr Leeper—I think that exists. It is actually the material whichisin schedule C to the national partnership
agreement.

Senator MOORE—So there is nothing new?

Mr Leeper—Beyond that, we will be required to execute implementation plans with each jurisdiction, so
there may be some common features.

Senator MOORE—I just wanted to know whether there was anything different. | have the schedule.
Mr Leeper—Okay. Take alook at that. Thank you.
Senator FIEL DING—What is the current unmet need for community housing?

Ms Winzar—The waiting list for social housing—largely public housing but including community
housing—is roughly 178,000 people. That figureis current as at June last year.

Senator FIEL DING—What is that roughly in unmet community housing? | an interested in knowing what
the unmet need is.

M s Winzar—Perhaps | have misunderstood your question. There are 178,000 people on the waiting list for
public and community housing at the moment, who are seeking to be housed.

Senator FIEL DING—OKkay. From Defence we heard that there was 802, and that seemed to be a bottom-
up approach to getting the numbers. | think we need—what was it?

M s Winzar—One hundred and seventy-eight thousand.

Senator FIELDING—AnNd we have come up with doing 20,000 more. What made you stop at 20,000
rather than 30,000 or 40,0007 Or why not 10,0007

Mr Leeper—That is a policy decision by government.
Senator FIELDING—So we are still 158,000 short.

Ms Winzar—Yes. Bear in mind that this is not a static figure. Were we even to fund the construction of
150,000-odd more houses no doubt there would be a further 150,000 people who would then seek to join a
waiting list. It is not a set figure.

Senator FIEL DING—BUut you would have to say we have a mammoth shortage, haven't we?
M s Winzar —Of affordable housing, yes.

Senator FIELDING—Of meeting the unmet need. It is quite clear, isn't it, that there is a mammoth
shortage?

M s Winzar—A significant shortage of affordable housing for those in the very lowest income quintile, yes.

Mr Leeper—The objective data suggests that, for those in the lowest two income quintiles, the normal
measure of housing difficulty is housing stress, which is spending more than 30 per cent of your income on
housing costs. From memory, there are 156,000 households in those bottom two quintiles that are in housing
stress. Very few of those are in the community or public housing sector because the rents are pegged as a
proportion of income there. So to the extent that available resources do not meet al the reguirements and
demand for public housing, yes, some low-income people experience housing stress in the private rental
market.

Senator FIEL DING—When it came to stimulating the economy and creating jobs, was there any analysis
put forward by you that said that you would stimulate the economy and create jobs by building more
community housing and maybe not as many gyms or things in other areas?
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Mr Leeper—No. The department’s advice that was put into this policy process went to the merits or
otherwise of investments in housing. Assessments of that relative to other ways governments could spend their
money are a matter for government, and issues of relative employment-generation effects would have been
considered by Treasury in that process.

Senator FIELDING—The question that has been put to me is. where is the more urgent need; is it in
community housing or is it in gyms for schools? | do not want to make that decision yet; | am getting
community feedback onit. | am just saying that, given they both involve construction, it is hard one to actually
determine. This is where, in a $42 billion package, we have to get the components right and the weighting
right. We seem to have a massive shortage of community housing in Australia.

M s Winzar—The only other thing that might be worth bearing in mind is that, whilst some of this housing
construction would be, | expect, undertaken by some of the large or certainly medium-sized building firms, |
think some of the commentariat in the press yesterday suggested that a lot of the gymnasium and school
related work might fall to the small builders because it is much more broadly geographically distributed. Soin
that sense thereis a bit of abonus for both the small builder and the large.

Senator FIELDING—I am going to run out of time and | think that this is an important bill, but | have
very limited time. With time pressures you get pretty abrupt, so | amjust going to see if | can keep going from
here. You said there was a 20 per cent downturn in construction for housing. | think you used those terms. Do
you know how many jobs that is at all? How many jobs are going to be lost?

Mr Leeper—What | noted was a 34.7 per cent reduction in dwelling approvals in the 12 months to
November 2008. | do not know what that equates to in job terms. We do not have that data, | am sorry.

Senator FIELDING—Let me cover a different area. We heard last night that even with this package,
unemployment will go up over the period of this package from about 4% per cent, which is 500,000 at the
moment, and it will go up to roughly 780,000 unemployed at seven per cent. | would be interested to know
what we are doing in this package for those unemployed. Do you know specifically what we are doing for
those people unemployed, in addition to what they currently get on Newstart or job seeking? Is there anything
that you folk around the table know of?

M s Winzar —A part from the empl oyment-generation dimension of the package itself?

Senator FIELDING—I understand that but, by the way, those unemployment figures have already taken
into account the up to 90,000 unemployed that this $42 hillion protects. This $42 billion does not protect the
next 300,000 that become unemployed. The department last night said there would be only 100,000. | think
that is a very low number. A hundred thousand more Australians will be unemployed even with this $42 billion
package and | am struggling to find what we are going to do with those people given that we have a huge
shortfall in community housing. These people are going to be looking for what isin it for them.

Mr Leeper—Apart from what would otherwise be peopl€e's normal entitlements, the only thing that | can
find in the package which appears to be directed towards any of the needs of people who would be
unemployed and/or studying is the measure for the training and learning bonus. That is a DEEWR measure.
Raobyn, isthat yours?

Ms Shannon—Yes; correct. There is a measure in the bill to provide a $950 supplement to the education
entry payment, which may be received by some unemployed people undertaking qualifying study. So, in that
sense there is an incentive for people who are unemployed to do approved short courses to retrain or maintain
their skills in employability. To that extent, that is a measure that will be of particular assistance to
unempl oyed people.

Senator FIELDING—A primary fear of people out in the suburbs is job security and we know that even
with this $42 billion there is going to be another 300,000 unemployed over that period. There are not going to
be many jobs around, and even though that is useful, it is not going to help them pay their rent or their
mortgage at all. | am really concerned that we are spending a lot of money and we are focusing on creating
jobs, which we should do, and stimulating the economy. But | am not convinced yet that we are doing enough
for those people who are going to fal off the cliff. By all means, we would have 90,000 fewer falling of the
cliff, but 300,000 more people are going to be out of jobs. | am struggling to really get a sense that this
government or the departments are really sensing the fear that is out there about their jobs. Not only that but
what are we going to do with these people? It is capacity in the community that needs to be enhanced in some
way. Maybe some of you may have lost your jobs over a period of time. It is demoralising. | am worried that
we are spending $42 million, and we will not get this money back once we have spent it. Can we spend it
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better to make sure that we have even fewer people unemployed? And if we are going to get unemployment,
what are we going to do to help them keep their houses, whether they are renting or buying, because if they
move out of their houses they lose their support group, they spiral downwards and it takes 10 years to get
through.

CHAIR—Senator Fielding, you have asked probably about five or six questions there, and made about five
or six statements. You are running out of time, so perhaps we could have an answer before we need to move
on.

Mr Leeper—Senator, it is difficult to respond to the range of questions you have asked because you are
asking us to think about alternative designs of the package. The government has made decisions and we are
here to explain how the measures might operate and how we can make sure that the best stimulus is received
from the measures that have been decided. Ms Shannon is here from the education and employment
department. | am sure she has noted the comments that you have made. | do not think beyond that, with great
respect, we can offer much more at this point. We understand and register the point that you are making but
these are decisions that were made by the government and | do not think we are here to speculate about
possible policy alternatives.

Senator ABETZ—We would like you to but we do understand.

Mr Leeper—We are not allowed to. Thank you, Senator.

Senator FIEL DING—Unfortunately, we are running out of time. It is a pity that we are running out of
time, on a $42 hillion package, for some decent debate and discussion on the package. | mean that sincerely.
Thisis not politics. Thisis serious. Thisis taxpayers' money.

Senator ABETZ—Well, it is not taxpayers money. It's being borrowed!
Senator FIFIELD—Yes.
CHAIR—Have you another question, Senator Fielding, at this time?

Senator FIELDING—Yes. FaCSIA are responsible for peoplelivinginrural and regional areas and remote
areas. |sthat wrong?

Mr Leeper—It depends on which programs you might be talking about.

Senator FIEL DING—What sort of funding is available under this stimul us package specifically for people
living in rural and remote areas? And just how much isit? | just want to see how much this 42 billion bucksis
focused on remote and rural areas.

Mr Leeper—I think that would be a piece of analysis. It could be difficult. Mr Sandison may add to this.
Clearly, where people live they will recelve the money according to their categorical entitlements—the bonus
payments. People who live in regional areas and rural areas may benefit from the additional 20,000 housing
dwdllings. | cannot answer that for you at the present time. We do not have the detailed proposals in from the
States yet.

Senator FIEL DING—Could you take that on notice then?

Mr Leeper—I guess what | am saying is that it is an impossible question to answer at this point because,
apart from the by-product of a categorical entitlement, which depends on which postcode you are in, that is
where the money goes. But you get a payment or you do not get a payment according to your income support
status, not according to where you live.

Senator FIELDING—Australians do bdieve in a fair go and | would be interested to know what you
reckon of this $42 hillion is being spent on regional versus city. | am not for one or the other. | just do not want
to be against one of the groups.

Mr Sandison—Certainly. On the side of the back-to-school bonus, that is a straight distribution based on
éigibility through their children. That will be spread across Australia, so wherever people live on that side of
the funding arrangements people will receive in rural, regional or remote areas their allocation of the money of
the back-to-school bonus and the single income family bonus. So there will be funding that will be distributed
to those peoplein rural and remote areas.

Senator FIELDING—That is generally—

CHAIR—I am sorry that we are going to have to move on. We have been very good so far. We will go to
Senator Xenophon.
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Senator XENOPHON—Thank you, Madam Chair. At the outset | say that if | seem terse | am not being
rude; 1 am just trying to crank through as much as | can. Firstly, in relation to the issue of potential double-
dipping, Patricia Karvelas of the Australian wrote a piece yesterday speculating that there may be double-
dipping, so if | could get some clarification in relation to that. If a husband or wife are earning $100,000 or
less, would they be eligible for some or all of the $950 lump-sum payment regardless of how much their
partner earns?

Mr Sandison—That is from the tax side in Treasury so it is not a payment for us. But under the back-to-
school bonus, the single income family bonus and the tax bonuses the digibility is by each one individually.

Senator XENOPHON—So the answer is yes?
Mr Sandison—That is correct.

Senator XENOPHON—In relation to the issue of a student working part-time, would they be dligible for
the two payments? Could students receive $950 towards their tuition fees, books and other education and
training costs for the 2009 academic year? Could they also get a benefit based on their income levels as well?

Mr Sandison—As to the income leve that is the independent assessment. Ms Shannon can answer on the
training and learning bonus.

M s Shannon—I am sorry but | missed part of the question.

Senator XENOPHON—Could a student receive the $950 for their tuition fees, books et cetera and could
they also meet the income criteria so they could also receive a further benefit?

Ms Shannon—That is correct. If they pay tax in the relevant tax year, they would receive the taxpayer
bonus as well as the training and learning bonus if they are also receiving some qualifying student income
support payment.

Senator XENOPHON—AnNd that is clearly what is intended in relation to that?
M s Shannon—Yes.

Senator XENOPHON—I will go to the issue in relation to housing. You referred earlier to this, Mr Del
Gigante, that with Defence Housing normally there is a mix of building your own and private and buying off
the market. Isthat correct?

Mr Del Gigante—Yes.

Senator XENOPHON—To what extent will that mix change with this package? Do you expect there
would be a change to that mix of those three elements with this particular package?

Mr Del Gigante—Yes, | think so because the additional package is aimed at construction, whereas the
existing program is a mixture. When you add the two together, the proportion of construction versus the
proportion of spot purchases, if you like, will shift alittle.

Senator XENOPHON—What? More spot purchases?

Mr Del Gigante—No, less. In other words, if today’s program of 600 houses is 200 spot purchases and 400
constructions, then if you add another 800 constructions you have 1,200 constructions and 200 spot purchases.
So the percentages will shift.

Senator XENOPHON—I"ve got it. Senator Brown asked a number of questions about energy efficient
housing. Insofar as Defence Housing goes, it is not difficult to realign houses and to design them in away that
is much more energy efficient. Will Defence Housing be insisting, given the government’s greenhouse
response and its white paper, that we have smarter design of our buildings?

Mr Del Gigante—We do alaot of it now. Solar heating we already do and also water tanks, with greywater
in some situations particularly when there is a community of houses where they all participate in a greywater
recycling system, insulation—obviously roofs and walls and we have standards for wall insulation—energy
efficient lighting, landscaping—we just do not put down grass anymore—water resistant plants et cetera. Also
there are the materials we choose, the chemicals and the sorts of carpets we use and recycling. We do look at
childcare requirements and schools when we devel op land oursel ves.

Senator XENOPHON—Does that mean a seven-star rating, for instance?

Mr Del Gigante—I am sorry?

Senator XENOPHON—Is there a basaline?
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Mr Del Gigante—I think the minimum rating that we use now is five, from memory. We are trying to
improve that. In some areas we are required to provide, as part of the devel opment, some affordable housing.
There are local planning requirements, which on a 100-lot devel opment will require 15 per cent of those to be
set aside for affordable housing. So most of these requirements we already have in place.

Senator XENOPHON—BLUt if | can ask this again, further to the issues raised earlier by Senator Brown:
how difficult would it be to aim for at least a minimum seven-star rating in terms of getting to that given you
are at five already?

Mr Del Gigante—Part of it is, | guess, to change some of the construction requirements and part of it hasto
do with cost. It is not difficult in terms of deliveringit. It is a question of judgement as to whether you spend
the extra money and how you design the houses.

Senator XENOPHON—Thank you. Can | move on to the general housing issue. | think we have heard
evidence today that, with the proposed package of school building programs, many small builders could be
involved in that. Has any consideration been given, notwithstanding the current excess capacity in the
system—although | can never seem to find a tradesman when | need one—that this package in its totality
could lead to bottlenecks in terms of the trades, given that there is the housing component and there is the
schools component? Has any consideration been given that we could well face some bottlenecks particularly
given the evidence we have heard today that a lot of small builders will be involved in the proposed schools
program?

Mr Leeper—The best answer | could give to that isto say, in relation to our component, we are confident it
can be delivered. | cannot comment, | am sorry, on whether or not across the whole package there is any
increased likelihood of blockages or supply constraints down the track.

Senator XENOPHON—But, Mr Leeper, wouldn't your confidence as to the ability to deliver be
contingent on the overall package, because billions are proposed to be spent on school buildings? Wouldn't
that have an impact in terms of your requirements to build additional social housing? They are interrelated,
aren't they?

Mr Leeper—Potentially, yes. Our state housing colleagues remain confident that they can achieve the
program, and that is what we are talking to them about at the present time.

Senator XENOPHON—Has any work or analysis been done taking into account the proposed expenditure
on schools, the fact that many small builders will be involved and the impact on the social housing that is
proposed?

Mr Leeper—What | said is that | am not aware of it being done, but then | would not be aware of it being
done because our contribution was around the housing space. It may be a question that is more appropriately
asked of Treasury, because they were bringing the thing together. | could not see the whole package.

Senator XENOPHON—Okay, and—
Senator Fielding interjecting—

CHAIR—Is that a follow-up? No? Sorry. | call Senator Xenophon—unless it is relevant to the question he
has asked. You will have a chance later before we finish.

Senator XENOPHON—Mr Pratt, you referred—it seems a long time ago—to the whole issue of any
delays in the package depending on whether there were amendments to the package and said, | think, that
different customer groups could affect the implementation by several weeks. Could you just give the
committee more details in relation to that—in other words, what sorts of amendments and what sorts of
changes do you say would affect or delay the implementation of the package to a significant degree?

Mr Pratt—The point | was making was that virtually any changes which are of a significant nature will
delay our implementation of the package—from the one proposed by the government. Superficial changes—
things like dollar amounts and stuff like that—could be accommodated quite easily, but something like adding
in a customer group, for example, would be quite a significant change and would require us to go through the
whole process in terms of programming, testing and validating. Without having specific details of what might
be proposed, it could easily add a month to the implementation date. Our advice to government here was that
we needed to know the parameters that had to be put in place, and we needed a minimum of six weeks to get
that in place for the release date that we have currently, that we are working to. Part of the reason—and |
explained this earlier—that we can do it so quickly in that time is that we already have a major release timed
for that date.
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Senator XENOPHON—I am not suggesting that this will happen, but, if you cut out one category, is that
less difficult from an administrative point of view than adding an additional category, an additional customer
group?

Mr Pratt—Removing a group would be far easier.

Senator XENOPHON—I am not suggesting that will happen; | am just trying to understand how it would
work.

Senator Abetz interjecting—

Senator XENOPHON—No, Senator Abetz, do not construe anything; | am just trying to understand how it
works. Essentially, it is all about customer groups in terms of implementation. You say six weeks. Can it be
doneinlessthan six weeks?

Mr Pratt—No, unless it was a very superficial change.

Senator XENOPHON—Chair, because | am a generous soul: | think Senator Fielding might want to
sgueeze in a question.

CHAIR—We will have a short time afterwards. The last 10 minutes will be divided, so, if you have no
further questions, | am proposing that we go to the opposition.

Senator XENOPHON—Very well.

Mr Pratt—Sorry, Senator, but could | just add one thing. | am saying there is a minimum of six weeks.
Depending on the nature of the change, it could in fact be longer.

Senator ABETZ—Buit that would be a substantial change in the customer base?
Mr Pratt—That isright.

Senator ABETZ—Mr Pratt, can | ask you about the first stimulus package. A payment was made to social
security recipients. How many social security recipients live overseas—what percentage?

Mr Cowan—A rdatively small number of customers live overseas.

Senator ABETZ—VYes, but what isit?

Mr Cowan—They are largely age pensioners. It isin the vicinity of 60,000.

Senator ABETZ—And that money would then be—using the old term—posted to them overseas?
Mr Cowan—It is paid into whatever account we pay their normal payments into.

Senator ABETZ—Yes. But one would assume, then, that that hel ps to stimulate the economy in the Greek
islands or in the UK or somewhere elsg, if that is where they areliving. You cannot comment on that.

Mr Pratt—They may spend it back herein Australia, of course.
Senator ABETZ—They may, but | would imagine that would be doubtful. Thank you for that.

Senator FIELDING—It is a good point. To clarify: 60,000 by how many dollars? What is the total? Is it
$60,000? $600,000? How many dollars?

Senator ABETZ—As a minimum they would have got $1,400—is that right?
Mr Cowan—$1,400 for asingle and, | think, $2,100 for a couple.

Senator FIEL DING—So what isthe total, based on that $60,000? | know these are estimates but, based on
the $60,000, what, roughly, is going offshore?

Senator ABETZ—So that 60,000, as a maximum, by $1,400?
Mr Cowan—In the range of $70 million to $75 million.
Senator FIEL DING—$75 million?

Senator ABETZ—$70 million to $75 million? Well, that would help a few people, | would have thought.
But anyway, let us move on. To return to the housing package: as | understand it, the money will be available
to buy both house and land—is that correct?

Mr Leeper—If necessary, yes.

Senator ABETZ—The money is going to be allocated, we were told before, irrespective of social need, in
various states, but on a State Grants Commission—though | do not think it is called that any more—basis?
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Mr Leeper—On a per capita basis, yes.

Senator ABETZ—So it will not be distributed on the basis of the cost of housing in the various states and
territories?

Mr Leeper—No.

Senator ABETZ—WEl, that is good news for my home state of Tasmania, | would have thought, because |
think you could leverage a bit more out of that.

Senator CAM ERON—You can support the package, then.

Senator ABETZ—Every cloud has a silver lining, Senator Cameron. But | was just wondering: are
Defence Housing and FaHCSI A able to double dip and get the $1,600 for insulating their houses?

Mr Del Gigante—No.
Senator ABETZ—You cannot? That is a pity.

Mr Del Gigante—A clarification: my understanding is that the funding for us is for construction. We
aready have the land.

Senator ABETZ—Yes. | was only asking about the social housing aspect, but thank you for that.

Senator JOYCE—Can | just jump in while we are on that issue. When you purchase the land, who are the
people who own the land when we are purchasing this house and land package?

Mr Leeper—Ownership would be retained either by the state or territory government or, with their
agreement, ownership might pass to a community housing or not-for-profit housing organisation with the
intention of building the economic and financial capacity of those organisations.

Senator JOY CE—So, just to make sure: we are not buying land off the state government, are we, to hand
back to the state government?

Ms Winzar—No. | understood your question as Mr Leeper did but if you are asking, ‘Who is the land
going to be bought from? it would be bought from devel opers, where it was needed to be bought, but in some
cases the state government will already hold the land, and all we are doing is paying for construction on their
land.

Senator JOYCE—So the state government, in a lot of instances, would have sold the land to the
devel opers. The developers sell the land to the Commonwealth. And then the Commonwealth hands the land,
with the house on it, back to the state government?

Mr Leeper—That is possible, yes.
Senator JOY CE—That would be avery nice deal if you were a state Labor government.
Senator ABETZ—Isit anticipated how many blocks of land might be bought?

Mr Leeper—I| am not aware that we have a figure for that. We have provided an average figure of
$300,000—

Senator ABETZ—Yes, | understand that.
Mr Leeper—on the basis of some land.

Senator ABETZ—So we do not know how many blocks of land this might impact? | would have thought
that injecting 20,000 new homes into the marketplace must of necessity require the hoovering up of thousands
and thousands of blocks of land. Were you asked to have a look at the impact that that might have on home
affordability for first home buyers, given the huge extra demand for land and within the construction industry?
Surely that is going to increase the cost for first home buyers to get into the marketplace.

Mr Leeper—I am not aware that we were asked or that we did any analysis on any possible effects there.

Senator ABETZ—But | would have thought it would stand to reason that it would make it more expensive
for first home buyers to buy a block of land and a first home if the Commonwealth is out there hoovering up
thousands of blocks of land right around the country because, when there is increased demand, one thing | do
know about economics—or | was told—is that, if the demand goes up, chances are the price goes up as well.
And they are not making any more land, are they.

Mr Leeper—But, as | have mentioned a number of times, the forward dwelling approvals data suggests
that activity in the housing sector has slowed substantially. So even if all 20,000 dwellings required their own
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bit of land—and they certainly will not, but even if they did—there would be no more pressure on the system
and there had been when the market was running at quite a hot level.

Senator ABETZ—Wait aminute. You said you did no analysis. Now you are saying it is not going to have
any impact. Either you did or you did not and you are qualified to comment on it or you are not.

Mr Leeper—I| am answering your question by drawing into my mind all the data that | can and answering
the question as best | can. We did not write down any analysis; | am doing thisin front of you as | think about
it.

Senator ABETZ—Can | say that that is how in fact the package strikes me—that people were writing it as
they were thinking about it without any proper analysis of the consequences of some of these things.

Senator CAM ERON—That is not appropriate to be raising with a public servant. That is a commentary. It
he is asking the public servant for a commentary and how the government put together the policy proposal, it
isjust not appropriate.

CHAIR—I take that point of order—

Senator ABETZ—What is the size of the houses?

CHAIR—I think Senator Abetz knows full well the policy areas that the departmental officers cannot go
into.

Senator ABETZ—When Senator Cameron never makes a comment at these hearings | will accept his point
of order as being sincere. Can the design of the houses vary? Can they be, let's say, on alarge block of land, a
block of 20 units? What have we agreed to here?

Ms Winzar—Our expectation is that the design of the dwellings will range from, as Mr Leeper indicated
before, studio apartments and one-bedroom units right through to three- and four-bedroom houses. It will
depend on the need in that particular state. In some states family sizes are a bit different than in others—

Senator ABETZ—Yes, of course.

Ms Winzar—What we are aware of is that on the waiting list for public housing at the moment are large
numbers of single people, so we would expect the profile to be biased towards one- and two-bedroom unit
accommodation.

Senator CAMERON—On this question of needs based versus per capita, can you have a needs based
approach within a per capita funding approach?

Ms Winzar—Yes. It is quite safe to say there is more need than will be accommodated by these 20,000
dwelling units. So, within a state allocation, we would be asking that the dwellings get allocated to those who
are on the priority end of the public housing waiting list, who are at risk of homelessness or who are indeed
homel ess.

Senator CAM ERON—So it would be wrong to characterise this as not having a needs based approach?
MsWinzar—That isright.

Senator JOY CE—With the whole process of moving this expenditure out, how quickly can Treasury float
the money for you to start purchasing property?

Mr Leeper—In the funding profile set out in the appropriation bills, we expect to spend $60 million this
financial year as part of the construction program and $200 million as part of the maintenance and repairs
program. The profile is then set out in the rest of the documents. | can give you the figures if you need them,
but it will be done through normal payment arrangements to the states.

Senator JOY CE—So the states become the facilitator of that $¥4 billion?

Mr Leeper—Thereis $260 million in the housing program this financial year, $4.07 billion in the 2009-10
financia year, $1.744 billion in the 2010-11 financial year and $312 million in the 2011-12 financial year. That
just reflects the program of commencements and progress payments.

Senator JOYCE—Mr Leeper, obviously you know the position | am in. My task is veracity and
guestioning. With that $%4 billion, what is the proportion that you lose by way of an administration charge by
the states for looking after that? You send them $260 million. When they actually go out to buy and build the
houses, how much money will fall out of the system by reason of the operation of the state government
intermediary?
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Mr Leeper—Of the $260 million, $200 million is for additional repairs and maintenance and our
expectation is that that money would be poured into existing contractual arrangements—they will just do more
of it—so there ought to be very little, if any, administrative costs for the states in that. The $60 million for
housing construction will be paid to them. | am not aware, and therefore | cannot answer the question with any
detail, whether the states cover their costs for that construction from another part of their revenues or whether
they charge part of that to this money. | am sorry; | cannot answer that question for you at the present time.

Senator JOY CE—I will make it simple: is the amount that will be expended going to be $260 million on
houses and repairs, or is it $260 million less what the state governments take out for administration in any
way, shape or form? Does that process happen?

Mr Leeper—I would hopethat it isthe former. | cannot rule out that there might be some small component,
but | am stressing that | do not know. Between here and Monday | will do my best to find out, if | can.

Senator BOB BROWN—I would be very pleased if you could supply the committee with what conditions
there are on building or purchasing housing stock that the Commonwealth applies when it transfers the money
to the states, with a particular emphasis on environmental conditions. | want to ask about the back-to-school
bonus. Isit really? Do you have to go back to school to get that money?

Mr Sandison—It is a descriptor of the payment. To ensure it minimises red tape so that the money can flow
to families, it is based on age only. It isnot an eigibility of proof.

Senator BOB BROWN—It isachild bonus rather than a back-to-school bonus, isn't it.

Mr Sandison—It is a back-to-school bonus.

Senator BOB BROWN—It is called a back-to-school bonus, isn't it?

Mr Sandison—Yes, it is called that.

Senator BOB BROWN—BLUL it is available to the parents of all children without condition.

Mr Sandison—That is correct.

Senator FIELDING—Your department is also responsible for policy with regard to carers. | am trying to
work out what in this stimulus package is for carers and what in this stimulus package is for pensioners. |
know there are one-off payments for various people, but | have had a lot of people come to me with concerns
about carers and pensioners. | am after direct payments; | am not after indirect ones. | just want to know about
direct payments to carers and pensioners. Can you outline them?

Mr Sandison—The direct payment to disability pensioners and to carers is linked to the back-to-school
payment. It is for those who are 18 years and under. Again, in the back-to-school bonus it was linked to their
age, the same as the payment—

Senator FIELDING—I will ask the same question about pensioners and carers of the other departments
here. | have had alot of people contact me with huge concerns that they seem to have missed out on this.

Ms Shannon—In relation to the learning and training bonus, some people who currently receive the
education entry payment receive pension payments. As a matter of fact, more than half of the recipients of the
Education Entry Payment are sole parents receiving parenting payment single, which is a pension payment. A
further proportion, around one-third, are disability support pensioners and a smaller proportion, around four
per cent, are carer payment recipients. So they are studying and they are getting the Education Entry Payment.
They will also get this $950.

Senator FIELDING—Let me ask this the other way round: which pensioners and carers get nothing?
Serioudly, there are a lot of them.

M s Shannon—If they are not studying—
Senator FIELDING—Yes, that is correct.

Ms Shannon—then this package will not provide a direct payment to them through the training and
learning bonus component.

Senator FIEL DING—BULt other than that? FaHCSIA is responsible for carers generally speaking. | am not
just after the back-to-school bonus or those things, | am saying generally.

Mr Sandison—It is not specific to carers or pensioners. There are no elements that are specific to them. It
is based on their dligibility of education or having children.
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Senator FIELDING—Soiisit correct that there are many carers and pensioners who get nothing out of this
package directly?
Mr Sandison—There will be a number who will not get a direct payment.

Senator ABETZ—I was wondering—and | dare say you do not have this figure in your back pocket, so if
you could take it on notice—what is the current maintenance budget of each of the state governments for their
social housing stock?

Mr Leeper—Yes, we will have to take that on notice.
Senator ABETZ—Thank you very much for that.

Senator JOY CE—For the benefit of the nation, are they going to be putting aside all state government
charges so that we get the biggest bang for our buck out of this package? Or are they still going to be hitting
you with all of the taxes and charges that they usually do?

Mr Leeper—Asfar as| am aware, these houses will be built under normal commercial arrangements.

Senator JOY CE—So that is yet another boon to the state Labor governments. Surely, when they all came
down here the other day, Mr Rudd sat across the table and said: ‘Look, we're making a big sacrifice. Now
you're going to have to waiver your charges on this one.’ Was that suggested to them?

Mr Leeper—I am not aware of that.

Senator CAM ERON—The Western Australian Libs were there aswell. They likeit.

CHAIR—Thereis a question before the chair. After that | will go to Senator X enophon and then we will be
finished with this section. Senator Joyce, is that a question that you put forward?

Senator JOY CE—Yes, the question was: what proportion of charges are state government charges on the
purchase and the construction of a house?

Mr Leeper—It varies according to each state, so | could not answer that with a single answer.
Senator JOY CE—WEel| give me one state. Let us pick one: Queensland.
Mr Leeper—I would need to take that on notice, but | will try to get an answer for you by Monday.

Senator JOY CE—If you are taking that on notice then can we get Queensland, New South Wales, Victoria,
South Australia, Western Australia , Northern Territory and Tasmania as part of that? | think the Australian
people have to know how much of this money goes straight into the state governments' pockets by reason of
state government taxes and charges on the construction of a house—stamp duty being one.

CHAIR—That has been taken on notice.

Senator XENOPHON—I have a question on the mix of housing. To what extent are we looking at high
density, inner city and outer suburbs? There is that concern of having people away from services and public
transport. You may want to take that on notice as | do not know if you can answer that now.

Mr Leeper—All of the above. We have stressed in the agreement that we want these additional social
housing dwellings to be built with regard to peopl€'s chances to take part in economic and social activity, so
located near public transport. They will be in all kinds of places basically. They will not be in any one spot.
Nor will they be in any one kind of urban type or form.

Senator XENOPHON—Senator Moore is chairing an inquiry into housing on Monday, so you may want
to take this on notice: to what extent will there be a shift in the current mix of housing towards more inner-city
or high-density housing?

Mr Leeper—The main shift, if any, would be around what kinds of stock we would need to construct to
meet the needs of those on the waiting list with high priority. As Ms Winzar said, we think that is more likely.
We are more likdly to have more single person and one- and two-bedroom dwellings than exist at the moment,
so there may be a slight change in the dwelling type. | do not think | can give an answer though about dwelling
location. It could be anywhere.

Senator XENOPHON—Thank you.
Senator JOY CE—Inregional areas, how many—

CHAIR—We have concluded this section. | thank all of the departments. Senator M oore has alluded to the
fact that the housing segment will be back on Monday.

Proceedings suspended from 10.58 am to 11.09 am
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D’ASCENZO, Mr Michael, Commissioner of Taxation, Australian Taxation Office
GRANGER, M s Jennie, Second Commissioner of Taxation, Australian Taxation Office
VESPERMAN, Mr Sephen, Assistant Commissioner, Tax Bonus Proj ect, Australian Taxation Office

ENGLISH, Mr Dominic William, First Assistant Secretary, Economic Division, Department of the
Prime Minister and Cabinet

TUNE, Mr David, Associate Secretary, Domestic Policy, Department of the Prime Minister and Cabinet

CHAIR—Wecome. Information on parliamentary privilege and the protection of witnesses and evidence
has been provided to you. As departmental officers, you will not be asked to give opinions on matters of
palicy, though this does not preclude questions asking for explanations of policy or factual questions about
when and how policies will be adopted. | now invite you to make a short opening presentation. At the
conclusion of your remarks, | will invite members of the committee to put questions. Would somebody from
Prime Minister and Cabinet like to make an opening comment?

Mr Tune—We do not have an opening statement.
CHAIR—Would someone from the Australian Taxation Office like to make an opening statement?
Mr D’ Ascenzo—No.

Senator FIFIELD—I should just flag for the benefit of the committee at the outset that Senator Abetz has
passed to the tax commissioner a series of cameos, which | think the commissioner is going to be
endeavouring to seek some advice on during this session.

Senator ABETZ—Or possibly later.

Senator FIFIELD—I might start with the officers from PM&C. It would be fair to say that Australiaisina
much better financial and economic situation than most countries in the world, wouldn't it?

Mr Tune—I think that is afair statement.

Senator FIFIELD—I will not go to the reasons why | think that is the case, because some may see that as
partisanship on our part. You may also be aware, Mr English and Mr Tune, of an article in the Economist of 31
January, which | think has been in some of the press and some of the morning TV commentary today. This
article states that the weighted average stimulus of the G7 countries plus Brazil, Russia, India and China was
3.6 per cent of GDP spread out over several years. Why should Australia have a bigger stimulus than these
other countries, which are clearly in a much worse financial and economic state than Australia?

Mr Tune—I guessit is a matter of trying to think forward. The objective of the package is to get in ahead
of the game, in a sense. Looking at the projections that the Treasury had produced on where they thought the
Australian economy was going, the view was taken that it would be sensible to get in ahead rather than wait
and see what actually happens. Those forecasts may or may not turn out to be correct; we will see. But, based
on the best information that was available to us in the department, that was the basis of the advice that we were
giving to the government around that time in conjunction with the other central agencies. Redlly, it is a
question of whether you wait and see or whether you get in ahead of the game. On this occasion, the
government obviously decided to get in ahead of the game.

The size of the fiscal stimulus and the period of time over which it occurs are also very important here. If
you take into account what the government did in December last year in the ESS, the economic stimulus
package, and what is being done in the current package, you are probably looking at up around three per cent
of GDP. Itisinline with the sorts of averages there in other countries that you have been talking about. | think
itisrealy a matter of trying to act in advance of need. It is preventative to a large extent.

Senator FIFIEL D—If you add together the $10.4 hillion package, the $15 billion COAG package, the $42
billion second stimulus package and the $4.7 billion infrastructure package, isn't that a stimulus of something
morein the order of 6.5 per cent of GDP?

Mr Tune—No, it depends on how you spread it out. | must admit | have not done the calculation, so | do
not know whether it is 6.5 per cent or not, but certainly the COAG money is spread over a large number of
years. Some of the other money in the infrastructure package is also spread over a large number of years, so |
would want to sit down and do the calculation year by year before saying yes or no to that.

Senator FIFI EL D—Would you be able to do that for the committee?
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Mr Tune—We can do that.

Senator FIFIELD—That would be useful, because | certainly have a sense—as | am sure my colleagues
do—that this stimulus package is out of proportion to Australia's economic circumstances.

Mr Tune—There is actually a table on page 11 of the Updated Economic Fiscal Outlook that gives the
calculation on that. It includes the Nation Building and Jobs Plan, the December Nation Building Package, the
COAG package and the Economic Security Strategy. You can see the breakdown by half years.

Senator CAMERON—I want to ask a question on the size of the package. Isn't this economically
mainstream in terms of what is happening globally?

Mr Tune—Sorry, | am not sure | follow, Senator.

Senator CAMERON—What we are doing here is not a radical approach to dealing with the global
economic crisis; it is more an economic mainstream approach.

Mr Tune—I think that is a fair comment. Most advanced countries are doing fairly substantial fiscal
stimulus programs at the moment. The IMF has called for fiscal stimulus as being a necessary element of a
response to the global recession, so yes we arein the mainstream.

Senator JACINTA COLLINS—What is the IMF recommendation for 20097

Senator FIFIEL D—Chair, we do have the call.

Senator JACINTA COLLINS—Thisisasupplementary on size. We are asking very few questions here.
Senator FIFIEL D—I did not ask a question about the size.

Senator JACINTA COLLINS—That was the earlier question we went to. | am sorry, you should have
made that point then. It will be very quick, Senator.

Mr Tune—I think the IMF recommendation or view is that fiscal stimulus should be at |east two per cent in
calendar year 2009.

Senator JACINTA COLLINS—ANd what are we asking for in 20097
Mr Tune—Around that figure.
Senator JACINTA COLLINS—I thought we were at about 1.4.

Mr Tune—I think when you add the other bits in there that flow through from other packages it would be
about two.

Senator JACINTA COLLINS—Thank you.

Senator RYAN—TFollowing up from Senator Cameron’s question | do not want to misquote you but you
said that what was being done here wasin line with what was being done in other OECD countries.

Mr Tune—I have not done a detailed analysis but | think the question that Senator Cameron was asking me
was: are we in the mainstream, are we in the mix where people are doing fiscal stimulus? The answer | gave
was yes, | think we arein that sort of mainstream.

Senator RYAN—The question | had then was that Senator Fifield pointed out that the Economist’s data
showed that the weighted average was a 3.6 per cent stimulus and Australiais looking at 6.4 for this package.
Would you consider a stimulus that was double what comparable nations or nations that we are often
compared with or grouped with to be in the mainstream or would you consider that to be substantively
different?

Mr Tune—If | canrefer you to the table on page 11 of the document, you will seeit is spread out over time.
What is happening is that there is quite a bit of it in the second half of 2008 which was obviously the
Economic Security Strategy. If you look at the two numbers there against the first half of 2009 and the second
half of 2009 with some flow through to early 2010 and you add those up, you are looking at the combined
effects.

Senator RYAN—I do not have the exact data in front of me but as | understand it the comparison that the
Economist is referring to or that we are basing this comparison on—the 3.6 per cent—is also spread over
several years.

Mr Tune—I do not know. | have not seen the Economist article. | cannot comment on that.

Senator RYAN—What | am asking is: is double what other nations are doing still ‘in the mainstream’ or is
it something that would be exceptional if we were doing double what others might be doing?
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Mr Tune—I am not accepting that it is double, | am sorry. | am looking at the data here and that is not
coming to 6.4 in my view. | cannot comment on the veracity of the 3.6 in the Economist article. | have not seen
it. | do not know how it was calculated.

Senator FIFIEL D—If you could take that on notice.
Mr Tune—We could have alook at that and see whether there is anything there that we can give to you.
Senator FIFI EL D—If you could do the comparison between the two, thank you.

Senator COONAN—Are there any stimulus packages around the world that do not include tax cuts as part
of the stimulus?

Mr Tune—I do not know. | have not studied every fiscal package.
Senator COONAN—Is there one?

Mr Tune—I could not tell you. | am sorry.

Senator COONAN—Is that because there aren’t any?

Mr Tune—I do not know.

Senator COONAN—This same Economist article says that every single stimulus package around the
world apart from Australia includes tax cuts as part of the stimulus.

Mr Tune—That may or may not be true. | do not know.
Senator COONAN—That could be correct could it?
Mr Tune—I do not know.

Senator JOY CE—I cannot believe that we are about to have a $42 hillion package and yet you do not
seem to have the callective competency to find out what the rest of the world is doing.

Mr Tune—There was a fair amount of work put into thinking about what was going on around the rest of
the world. It was not a detailed analysis of every element of the package, but work was done definitely inside
the Treasury around what was happening in other parts of the world.

Senator JOY CE—There is obvioudly an absolute paucity of detail if every other package has tax cuts and
we do not. What is more to the point is that PM& C is not aware of that.

Mr Tune—I do not follow your reasoning.

Senator JOY CE—You have just said that you are not aware of whether we are unique in that we do not
have tax cuts. We have an article that says that all the other stimulus packages do have tax cuts and we are
about to spend $42 hillion yet missing a crucial factor of what everyone elsein the world thinks is essential for
a stimulus package.

Mr Tune—As | said, | cannot comment on the veracity of what isin The Economist. | do not know whether
itistrue or not true. | will undertake to have alook at it to seeif there is something there that we can fill youin
on.

Senator FIFIEL D—It seems peculiar that you do not know the make-up of other stimulus packages around
the world yet at the same time contend—and | think the government contends—that this package is
comparable to other packages around the world. | do not see how you can do that if you are not aware—

Mr Tune—I think they are two different questions. | think the first question | was asked was about the size
of the stimulus. The second oneis about the—

Senator FIFIEL D—The quality.
Mr Tune—No, the composition.

Senator FIFIELD—Are you saying that government advisers have only looked at the size of stimulus
packages around the world and not the compoasition of them?

Mr Tune—No. Obvioudy, the government advisers also provided advice to the government on the
composition.

Senator FIFIELD—But you as a government adviser are not aware of the composition of packages around
the world?

Mr Tune—Not in detail, no; | am not.
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Senator COONAN—Would you know who in the government—

Mr Tune—Treasury have done that analysis. It probably would be appropriate to ask them.
Senator FIFIEL D—So that is more a question for Treasury than for you.

Senator CAM ERON—Is the government package consistent with IMF and OECD approaches?
Mr Tune—Yes, | think so.

Senator JOY CE—Do the UEFO documents have a comparison of other policies? The obvious question is
asked time and time again in this place: can you inform us of other, alternative policies? The aternative policy
talks of form, and you cannot talk of form, because you are not aware that every other nation in the world has
a package that has tax cuts.

Mr Tune—The UEFO refers to what the government has done. It obviously does not go through
alternatives.

Senator FIFIEL D—The Prime Minister talks extensively about the importance of the coordinated effort of
nations around the world. How can you coordinate effort if you do not know in detail what the efforts of other
nations are?

Mr Tune—Coordination is largely around the size of that fiscal stimulus; it is not so much around the
composition. Each country—

Senator JOY CE—I want you to take on notice how our package compares to other packages around the
world on alike-for-like basis. Can we do that?

Mr Tune—In terms of composition?

Senator JOY CE—Yes, in terms of composition.

Mr Tune—I| am happy to do that.

Senator COONAN—AnNd percentage of GDP.

Mr Tune—If | could just clarify: you want to talk about the composition?
Senator JOYCE—Yes.

Senator COONAN—In particular we want to know whether Australia is the only country that does not
have tax cuts as part of the stimulus package.

Senator ABETZ—I think Cuba and North K orea.

Senator COONAN—We want to know if all of the main countries, like all of the G7 and the BRIC
countries—Brazil, Russia, India and China—have tax cuts in their packages.

Senator JOY CE—How can we be coordinating with the world if we do not know what the world is doing?

Mr Tune—I will check this with the Treasury, but | think the Treasury has a pretty good view of what has
been happening around the world. | think you will find—

Senator JACINTA COLLINS—Today Treasury tabled a very useful document that perhaps the opposition
has not had a chance to absorb.

Senator FIFIELD—You have agreed to take the question on notice and reply with a detailed comparison
of the stimulus on alike-for-like basis.

Mr Tune—I will do that. | will have to do that in conjunction with my Treasury colleagues.
Senator COONAN—That isfine.

Senator FIFIELD—You arewell aware of the World Economic Outlook, produced by the IMF?
Mr Tune—Yes.

Senator FIFIELD—Their October edition categorically states that tax cuts are superior to spending
increases as a stimulus measure, especially in advanced economies. Are you aware of that?

Mr Tune—I cannot recall the detail of that, but | am not going to disputeit if that is the quote.
Senator FIFIEL D—Isthat aview that you are familiar with?

Mr Tune—I have heard that view expressed, yes. There is a school of opinion that argues that. There is a
schooal of opinion that argues the opposite, of course.
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Senator FIFIEL D—What isyour view?

Mr Tune—I guess my view would be that, if | look at what has been done in the recent past, one-off
payments have their place. It seems to have had some quite strong stimulatory impacts—and there is no
absolute proof on this yet—in the December quarter, much better than you otherwise would have got. Tax cuts
might have their place over a longish period of time. It depends a bit on the way you see the course of the
economy going. But, in terms of short-term stimulus, my view would be that one-off payments are probably
going to give you the biggest bang for your buck.

Senator COONAN—Would you do both in a package?

Mr Tune—It is a matter of affordability. Where do you think you are going to get your benefits from?
There are also other elements around infrastructure in this package. It is a large package. You end up having
trade-offs in these things, and you have to make choices. That iswhat the government has done.

Senator CAM ERON—What is your comment on the argument that you should bring forward the tax cuts
to bring about a stimulus? And given that that would only be about a $150 stimulus for a taxpayer on $30,000,
about $800 less than the government’s proposal, what would that do for stimulus in the economy?

Mr Tune—That is the issue, | think, Senator, in that if you provide a large lump sum in one hit that can
have strong consumption effects. That very much depends, of course, on where you direct it to. You would try
to direct it if you could to people who have a high propensity to consume—that is, they are going to spend
most of it rather than save it—so you would want to target it in some way. Obviously if you give atax cut, that
is spread over a period of time. Let us say it was a $1,000 lump sum, just for the sake of argument, and $1,000
of tax cuts spread over 52 weeks. | would have thought you would get a better stimulus impact from the
$1,000 lump sum than from the $1,000 spread over 52 weeks.

Senator COONAN—How is the current handout in this $42 hillion package targeted to spending?
Mr Tune—Basically, by the groups of people who arereceivingit.
Senator COONAN—So that is an assumption, that because of the groups—

Mr Tune—Yes, in the same way as the previous package, the ESS, was directed at those that are seen to
have higher capacity to consume—mainly low- to middle-income groups. The same thing has broadly been
done with this package, including of course the tax offset in there which has a limit of $100,000. So you are
trying to target basically to that low- to middle-income area, if | could put it fairly broadly like that.

Senator JOY CE—Do you know what they are spending it on and where they are spending it?

Mr Tune—You do not know that exactly, no. You never do. You get some idea from looking at household
consumption patterns in previous household expenditure surveys, where you can work through where they
spend their money, but you are not going to be able to tell exactly what people are going to do now with a
certain amount of money.

Senator COONAN—And thereis a big lag anyway. You do not know till the end of the quarter, | suppose

Mr Tune—You do not know until you see the retail sales data that is coming out and those sorts of things.
Based on the analysis you do of what has happened in the past and where you think people are at in terms of
the economy at the moment, you come to a view, a judgement, about where you think that should go.

Senator FIFIELD—Just to close off on the tax issue, | note the World Economic Outlook is a very
significant IMF publication. | know there are debates on these issues, but it is a very reputable and substantive
publication.

Mr Tune—I agree. There are various views around this; | accept that.

Senator COONAN—Can | get a comment from Mr Tune, who | know knows about these things, about
choosing what goes into the Updated Economic and Fiscal Outlook. | notice that all that goes in is
international calls for fiscal stimulus but no real analysis of—

Senator ABETZ—The composition.

Senator COONAN—Yes, the composition There is a reference, for instance, to Mr Blanchard, who is only
one officer of the IMF. | am just wondering how the choices are made that, without being pejorative, | might
say arefairly selective references.

Senator ABETZ—It islike the Monthly essay.
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Mr Tune—I did not write this document, so | cannot comment on how choi ces were made about what went
inand what did not. It isa Treasury document.

Senator COONAN—DPerhaps the point has been made. It seemsto meto be very selective.
Senator JACINTA COLLINS—Do you accept this assertion that it is selective?

Mr Tune—There is one there from the World Economic Outlook Update which is later than the one that
Senator Fifield was referring to. | do not know if it is selective or not.

Senator FIFIELD—Moving to a different subject, the issue of the multiplier effect of the stimulus
package, | want to take you through a briefing paper which ABN Amro prepared, dated 4 February. | would
just like to share with you the conclusion of that document and get your thoughts. The paper compares the
multiplier, the bang for the buck, of the Rudd government stimulus package and the Obama government
stimulus package. It notes in its conclusion that the Obama stimul us package has a multiplier, or bang for the
buck, of around one. This means that there is around $1 of GDP added for each $1 of stimulus spent. The
Rudd stimulus package seems to have a much lower multiplier, of 0.3 inits first year and no more than 0.6 in
its second year. The paper goes on to make the observation that the multiplier is much lower because the Rudd
package chooses to spend its money on social infrastructure rather than on economic infrastructure. It
summarises that in terms of economic impact the bang for the buck in the Rudd package is so soft it must be
rated as a ‘dull thud'. It would probably be a little unfair to ask you for a comment as to whether you thought
the effect of the package was a dull thud, but | will ask you why this package has chosen to spend its money
on social infrastructure rather than on economic infrastructure when you would accept that by spending money
on economic infrastructure you would get a bigger multiplier effect.

Mr Tune—I do not know if | am comparing apples with apples here. You have got one per cent on the
Obama package. It is not clear to me whether that is this year, next year, five yearstime, 10 yearstime. That is
the key issue here. You have got to make sure you are comparing apples with apples.

Senator FIFIELD—That is why | am seeking your assistance, because the Prime Minister has said over
and over again that our package is comparable with that of other nations, that we are endeavouring to act in
concert with other nations, citing the Obama package as inspiration. So surely the government knows what the
multiplier effect of the Obama package is compared with the multiplier of its own package.

Mr Tune—You are quoting an ABN Amro source. | have not seen the piece of paper. | cannot comment on
whether that is a true statement or not, and | do not intend to speculate, Senator. If you want to talk about
multipliers, | suggest you go and talk to the Treasury. They are the experts on this particular issue. But | would
make the comment that you do have to be careful in looking at these things, that the multiplier will vary
according to the period of time that you are looking at. Some of the stuff that isin the US package around big
infrastructure projects, they may have quite a strong multiplier over time but they will not have much of a
multiplier in the short term because it takes them a while to get going. This package is different to that in that
it has got more of a short-term multiplier whereas that one may have more of along-term one.

Senator FIFIELD—I guess my question is more what was the rationale behind the decision to have the
focus on social infrastructure rather than economic infrastructure in this package.

Mr Tune—The key focus was to try and get immediate stimulus. That is what it is about, and that is why
there was a mix there of cash payments, including a tax offset, and infrastructure—mainly community
infrastructure because it is very fast to get going. The whole intent of this package is to try and get stimulus
during the course of 2009.

Senator JOY CE—That IMF update that we were referring to before is only six pages long and it does not
mention anything about spending versus tax cuts.

Mr Tune—Sorry, which one are you talking about?
Senator JOY CE—The IMF update. In the update—
Mr Tune—28 January—is that the one you are referring to?

Senator JOY CE—Yes, | think so. | have not got it in front of me. The recent update. The World Economic
Outlook. October, chapter 5, sorry.

Mr Tune—What is the question?
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Senator JOYCE—The question is, are you aware in the IMF's world international outlook principal
statement on IMF economic policy that it is only six pages long and it does not mention anything about
spending versus tax cuts?

Mr Tune—I would have to go back and have alook at it, Senator.

Senator JOY CE—Did you ever go through any alternate policies? Did you sit down and see the multiplier
effect of capital infrastructure on such things as ports, rail, whatever versus tokenistic statements such as boom
gates, pink bats, school halls?

Mr Tune—Thereisalot of discussion about those things that goes on.
Senator JOY CE— bet there was.

Mr Tune—The essentia point, though, was the one | stated before, that you are looking for immediate
stimulus. If that becomes your highest priority then you will put your package into certain areas rather than
other choices that might be made.

Senator JOY CE—So you conclusively answered the question whether we have the capacity out there to
insulate 2.7 million houses?

Mr Tune—We looked at that, yes.

Senator JOY CE—And we do?

Mr Tune—We have the capacity to expand supply quite substantially.

Senator JOY CE—Do we have the capacity to do it or not?

Mr Tune—Asa country, yes, we do.

Senator JOY CE—Straightaway.

Mr Tune—It is over 2%2 years, yes.

Senator JOY CE—Over 2Y2 years? That is a bit different from straightaway.
Senator CAM ERON—Barnaby, yes, we can.

Senator JOY CE—I have some questions for Mr D’ Ascenzo, when | get a chance.
CHAIR—You have your opportunity—

Senator JOY CE—OKkay, | will ask them straightaway.

CHAIR—The opposition have until 20 to 12 and that will be the time, so you have got five minutes.

Senator JOYCE—Mr D’ Ascenzo, as you know and | know, being an accountant, these things turn into
absolute nightmares when they arrive on tax agents tables. Have you had any correspondence back from them
as to how they will deal with people who believe they are getting money and do not, who thought they were
getting money but did not? |s the money that is proposed going to turn up or are some people only going to get
it when they actually collect their tax return at the end of the year?

Mr D’ Ascenzo—There are certainly going to be some issues for tax agents, given that a lot of individuals
go through tax agents. Some have the tax agent actually looking after their receipt of funds et cetera. Some
refer their receipts back to the person. So it will vary. There will be an extra burden on some tax agents. There
can be alot of that toing-and-froing of issues. As soon as the proposal was announced, we had a meeting with
the representative bodies of the accounting professions and we have set up working teams to work with them
along those lines.

Senator JOY CE—I will cut to the chase. As you well know and we all know, this so-called immediacy of
getting this money out straight away will just not happen for a lot of people because many of them will not get
it until they do their tax returns, because they collect their tax benefit at the end of the year.

Mr D’Ascenzo—I think they need to have lodged last year’s return. So there will be some work done on
people who have not lodged last year’s returns. There are aready calls on some accountants, to ask, ‘ Can you
hurry up in terms of lodging my return.’” If they are lodged by 30 June—

Senator JOY CE—We think they are not busy, do we?

Mr D’'Ascenzo—There are issues in terms of lodgement periods that we have to work through with the
accounting profession. But, once they have lodged their return—and most people have already lodged their
return—we would then work off last year’s taxabl e figure and send the amount—
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Senator JOY CE—So they will get the bonus based on last year’s return, even though this year they might
not be entitled to it?

Mr D’ Ascenzo—Exactly.
Senator JOY CE—It will be sent out in the mail to them?

Mr D’ Ascenzo—It depends on whether they have given us details of their bank account. If we have details
of their bank account, we would send it through direct credit. If not, we would have to send it by mail, cheque
and then to the address they have given to us—whether it be the last notice of address—or to their accountants,
if that is how they operate.

Senator JOY CE—So we can refer all the calls to you, as they start hitting our office tomorrow—that the
chequeisin the mail?

Mr D’ Ascenzo—Not until the law is passed.

Senator ABETZ—Why is the ATO getting $50 million in this package? Perhaps you can take that on
notice. Also, in relation to the small business and general business tax break, $2.7 billion has been set aside.
That is for small businesses to be able to claim a 30 per cent deduction for the cost of dligible assets. Can you
confirm to me that, if a small business were to buy a new car, that would be an eligible asset?

Mr D’ Ascenzo—I do not know that one. Let me talk about the $50 million one.

Senator ABETZ—No, because, unfortunately, time is very short. You will have to take that on notice.
Mr D’ Ascenzo—That is fine.

Senator ABETZ—Are motor vehicles an eligible asset?

M s Granger—We will take that on notice

Senator ABETZ—Perhaps you can also take on notice, if you do not know: did you inquire as to how
many new cars are bought by small business, per annum, and, if they were all to claim their 30 per cent, how
much of the $2.7 billion will be swallowed up only on motor vehicle purchases? And can | suggest to you that
there will be virtually nothing left, because there are 26,000 cars—and that is new cars—per month bought by
the business community in Australia and, if that continues on track, you will swallow up the $2.7 billion just in
the 30 per cent tax break for motor vehicles. Soisthis going to be an open-ended scheme?

Mr D’Ascenzo—I think these are matters really for Treasury rather than the tax office. Ultimately, we will
implement the law and the policy design, and that is a matter for Treasury to advise government on. We are not
really in the forefront of developing that palicy.

Senator ABETZ—That is why the fundamental question of course was whether motor vehicles would be
digible or not. Could you have that answer back to us as a matter of urgency, because we have Treasury
appearing before us again. If the answer to that is yesthen | can go to Treasury.

Mr D’ Ascenzo—I understand.
Senator ABETZ—If the answer isno | will not bother.

Mr D’Ascenzo—Actually, Treasury advise on what is in and what is out of legidation until it is law. In
other words, | only administer the law. Thereis no legislation at the moment.

Senator ABETZ—AII right. So | have to ask Treasury, and | just hope they do not say that is a matter of
administration.

Mr D’ Ascenzo—We will pass on the request to Treasury and work with them to provide an answer.

Senator FIFIELD—Thisis not a question for witnesses. We have placed a number of questions on notice,
and it would be appreciated, given we have to report by Tuesday, if those answers could be given as soon as
possible. So any information that can be provided today would be great—failing that, Monday at the |atest.

Mr D’ Ascenzo—Some of those questions on notice may be questions that | may have to refer to Treasury.
Senator FIFIEL D—I appreciate that. But that $50 million appropriation process?

Mr D’ Ascenzo—Yes, that isfine.

Senator FIFIEL D—We can find that out today?

Mr D’ Ascenzo—We can do that.
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Senator BOB BROWN—Just on that, | asked last night about the numbers of low-income earners in the
taxable range who have failed to pay tax because of tax offsets. The gentleman said he would get those figures
to you. | want to ask about executive salaries. You will know that the President of the United States has put a
conditional cap of $US500,000 on some executive salaries. Has this been discussed as part of this package or
as part of the potential stimulus to the economy?

Mr Tune—No, it hasn't. It isa different issue; it does not relate to the stimulus package per se. It isanissue
that is under consideration in the context of the G20. As you would be aware, the G20 met in November last
year in Washington. One of the things that came out of that was a series of working groups, one around
regulation of financial markets. The issue of compensation for participants in financial markets is one of the
issues being considered in the lead-up to the further summit that is taking place in London in April

Senator BOB BROWN—Yes, but President Obama has not waited for that; he has taken action.
Mr Tune—That is correct.

Senator BOB BROWN—Our Prime Minister has said that some of these packages are obscene. Has there
been any move to look at how the Australian government might emulate the decision by President Obama to
clip the wings of some particularly non-performing executives or those executives whose businesses have
required financial backing of one sort or another from the taxpayers or from the government of Australia?

Mr Tune—I have not been involved in any discussions of that type.

Senator BOB BROWN—Just on another matter, the Prime Minister has said that he is ready to start
cracking heads and knocking skulls, and he has appointed Mr Mike Mrdak as Deputy Secretary in the
department to oversee the massive program. Who is Mr Mrdak and what is hisrole?

Mr Tune—Mr Mrdak is an existing Deputy Secretary in the Department of the Prime Minister and Cabinet.
He looks after what we call our governance stream in the department, so he is responsible for corporate
services, cabinet office operations and all of the external bodies that are attached to the Prime Minister's
department, such as the official establishments. He was formerly a Deputy Secretary in what is now called the
department of infrastructure, so he has wide experience in dealing with large infrastructure projects. He has
been taken offline within the department for a period of time to do thisjob as Coordinator-General, and he will
be working with counterparts in the line agencies within the Commonwealth. There will aso be a Coordinator-
General appointed by each Premier and Chief Minister following the agreement at yesterday’s COAG
meeting. So in the states we will set up structures similar to what we have in the Commonwealth, and Mr
Mrdak will be working very closely both at the Commonwealth level with the line agencies and with the state
Coordinator-Generals and their own coordinators inside their housing departments and education departments
et cetera,

Senator BOB BROWN—Where does hisrole appear in the legislation we have before the Senate?

Mr Tune—It is not a statutory role.

Senator BOB BROWN—So thisisa prime ministerial appointment for the purposes of administration.
Mr Tune—ItisaPublic Servicerole, yes.

Senator BOB BROWN—Is it going to be the Coordinator-General’s responsibility to see that this quite
rapid expenditure of massive amounts of money does not invol ve mistakes or double dipping?

Mr Tune—That is very much the role. There are two issues there. The role of the Coordinator Genera is to
ensure rapid implementation of these measures, that there is proper planning in place, that approvals take place
in a timely way and that where things can be expedited they will be. It is about rapid implementation and
working closely with the various Commonwesalth and state agencies. There is then an issue around double
dipping and there is a second part of the COAG agreement from yesterday whereby the states have agreed that
there will not be double dipping. Say they are putting $1,000 into regional roads at the moment and they have
said that in the budget papers. State and Commonwealth Treasuries would sit down with them and validate that
$1,000. Then if we are going to put in another $500 to total $1,500, the process the Treasuries will go through
will ensure that $1,500 is spent, the original $1,000 plus the new $500, so that there is no substitution of effort
going on. That istherole of that part of the process.

Senator M1LNE—One of the concerns we have is that there is not cost-shifting as a result of this package,
particularly on infrastructure. | was assured yesterday and | will be clarifying again today that that will not
happen with education, so that the states can just not fund what they had on the books and the Commonwesalth
fund it.
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Mr Tune—No.

Senator MILNE—We were assured that in the education projects that would not be the case. We heard a
little while ago on the housing projects that there is nothing to stop state governments selling their public
housing stock while the Commonwealth is building new public housing. Is that the case. If it is the case, that is
pure cost-shifting, undermining the ambition of increasing the stock of affordable housing. So can you clarify
first whether the agreement with the Coordinator General is going to make sure that there is no cost-shifting on
public housing and, if that is the case, why the housing people did not know that there is not this part of the
regulation in the package?

Mr Tune—I did not hear that testimony, but to my understanding, the way this will work is that the states
will have in place plans for their housing authorities over a period of four years or so in their forward
estimates. That will include a mix of new construction, maintenance, recurrent operations and may include the
sale of some dwellings that are no longer suitable. We will take that as the base so that, if there is a new
construct and sale in there, we will be looking at that and ensuring that it is adhered to. What we put in on top
ispurey for new construction. Does that make sense?

Senator MILNE—It does except that in the Tasmanian case they sell public housing to service the debt
which they incurred. It is not because there is no need for that housing; it is because they are selling it to
service debt. Surdly this whole project is about stimulating the economy and creating jobs but we are trying to
address homelessness at the same time. | have a real objection to the states being allowed to continue to sell
public housing. | do not object to the new public housing but | would have thought this was an opportunity for
the Commonwealth to put its foot down and stop the states selling public housing, using the Commonwealth
alocation for public housing and then just recycling it and service debt. That seems to be totally
counterproductive and this is an opportunity to put your foot down.

Mr Tune—Under the COAG agreement last November there is an intergovernmental agreement around
housing. So the way they operate in future will be subject to that agreement. | am not an expert on this area.
You are probably best to ask the housing people in FaHCSIA about the detail of this.

Senator M ILNE—They knew nothing about it.
Mr Tune—Isthat right? We will see what we can find out for you.

Senator BOB BROWN—Going back to the CO, my staff have just pointed out that in October last the
Prime Minister announced that the government will develop draft guidelines for addressing excessive
executive salaries for discussion throughout 20009.

Mr Tune—Sorry, | should have mentioned that. | had forgotten that. My apologies. APRA, the Australian
Prudential Regulatory Authority, is doing some work on that at the moment. They have been doing a bit of
work on that over a period of time.

Senator BOB BROWN—So it actually has been discussed?

Mr Tune—It has not been discussed with me in detail. | had forgotten that piece of work was being done
before Christmas.

Senator ABETZ—Senator Brown, | think the chief of staff in Mr Rudd's office isin charge of that.
Senator BOB BROWN—At what stage is that at? Can we have what work APRA has done?

Mr Tune—I am not sure where they are up to, quite frankly. Is Treasury coming back? It might be worth
asking Treasury about that, as APRA sits within there.

Senator BOB BROWN—On Monday, would you ask Treasury—
Mr Tune—Certainly. | will ask them to follow it up.

Senator BOB BROWN—so they will be ready to inform us.

Mr Tune—I am sure they are listening at the moment.

Senator BOB BROWN—Have you discussed the potential—and | will ask Treasury this on Monday—
about an alternative that should be in the mix, | suppose: reducing the GST?

Mr Tune—No.
Senator BOB BROWN—Why not?

Mr Tune—The GST is set down in legidlation that is very difficult to change, and the government’s policy
is not to changeit.
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Senator BOB BROWN—Have you sought modelling to see whether that is an alternative way—

Mr Tune—I have not done any modelling and | am sure that PM & C has not done any modelling. You could
ask Treasury, but | have no idea whether they have done any modelling or not.

Senator BOB BROWN—I will. Can you tell the committee what the cost will be of raising the $125
billion that this |egislation enables the government to raise on the bond market?

Mr Tune—No. Once again, you are in an area that is Treasury’s responsibility. | do not have those numbers
in front of me.

Senator BOB BROWN—You realise that there will be a cost.

Mr Tune—Of course there will be. If you raise money on the bond market, it has a cost in terms of interest
payments.

Senator CAM ERON—BLUI it is not an unsustainable cost for the economy, isit?

Mr Tune—It depends where your starting point is. If you are looking at reasonably low debt levels to start
with, you trade off the costs around these things in the future against the benefits you get in the current period.
Aslong as you do not move the country into huge, unsustainable debt levels—which this will not do; net debt

will remain at areasonable level and low by international standards—there is probably not a problem. But yes,
thereisacost.

Senator BOB BROWN—Why did the government decide to leave public transport off the agenda in this
nation-building stimulus program?

Mr Tune—There is another set of processes with Infrastructure Australia that you are probably aware of,
which islooking at large infrastructure projects, of which public transport would be very much a part. That is
the process that is being gone through. The government is awaiting advice from Infrastructure Australia as to
what it sees as being the high-priority projects before it makes any decisions on those things. That advice is
due in early March, | understand. At that point, you would expect that the government would consider that
report and come to some views. | expect that any issues around public transport would be dealt with in that
context.

Senator BOB BROWN—Including bikeways?

Mr Tune—It is possible, yes.

Senator BOB BROWN—Well, are they?

Mr Tune—I would have to check the Infrastructure Australia list that they have been looking at, but my

recollection is that there is at | east one bikeways project on there. These are projects that have been submitted
by the states and territories, in the main.

Senator BOB BROWN—You will be aware that Spain has committed €30 billion to very fast transport—
high-speed trains: 350 kilometres per hour, 99 per cent on time and an eight per cent transfer from aeroplanes
into the train system. WhereisAustraliaat in planning an equivalent for this nation?

Mr Tune—You are asking someone who is not qualified to answer that question, | am sorry. That is an
issue for the detailed transport planners.

Senator BOB BROWN—NQo, it isnot. It is an issue for government.

Mr Tune—It is an issue for government, | am not denying that. But | am not the person to ask the question
of, | amsorry.

Senator BOB BROWN—Has that question arisen, as far as you are aware?

Mr Tune—I| am sure there are consultations and discussions that go on around that in the infrastructure
department, for example.

Senator BOB BROWN—Are you aware of such consultations?

Mr Tune—No, | am not.

Senator BOB BROWN—You are not?

Mr Tune—I know that work on that is happening in the context of Infrastructure Australia.

Senator MILNE—In relation to domestic policy and this package, clearly the aim of the package wasto try
and keep Australia out of recession—to spend money and do it systematically over these quarters. What
consultation did you have with the Department of Climate Change about the ambitions for the package?
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Mr Tune—There were some consultations with the Department of Climate Change around the energy
efficiency aspects of the package. Most of it was done with the Department of the Environment, Water,
Heritage and the Arts, but, where it impacted on climate change issues, there was a flow through of
discussions that went on there as well.

Senator MILNE—Were there any discussions about underpinning the package with a transition in the
Australian economy to a low-carbon future—a whol e-of-government approach with the package?

Mr Tune—Yes, there has been some discussion around that, around this concept of green jobs. There are
some elements in the package that relate to that, but it is an issue that is under continuing consideration within
the government.

Senator MILNE—Yes, but the question | asked was about underpinning the package with a phil osophical
shift to taking the economy to alow-carbon economy. You have just said you had some consultation on energy
efficiency and some consultation on green jobs. What | am asking is. was there a whole-of-government
consultation about underpinning the package with a transformational shift?

Mr Tune—No, not really, largely because, whilst we were very conscious of those particular issues and
trying to ensure that we were consistent with it to the maximum extent possible—I will be blunt about it—the
priority was immediate stimulus. So, whilst the insulation part of the package is consistent with a greener
footprint, it also has to be balanced off against the need for immediate stimulus. So we are trying to get a
balance there. As | said, there is a continuing body of work—a piece of work that is going on inside
government—around this issue of greenjobs, soit is very much alive issue within the government.

CHAIR—Thank you. We will have to move on. Senator Callins.

Senator JACINTA COLLINS—Just as a supplementary to the discussion earlier and what you have taken
on notice from the opposition questions earlier in relation to a comparison across other countries, can | ask that
you—or if it indeed ends up being Treasury who looks at that comparison—also deal with the issue of tax cuts
that are already in the pipeline in other nations.

Mr Tune—We will take that into account.

Senator JACINTA COLLINS—So we need to look beyond just the immediate package that might be the
stimulus package, at the context in which that sits in the broader framework.

Mr Tune—We will take that into account.

Senator JACINTA COLLINS—AIso, with respect to the discussion about the mix as opposed to the
guantum, can | ask: isit not the case that social capital has a higher short-term multiplier effect and thisis why
the IMF isindeed recommending a mixed approach?

Mr Tune—I will take that on notice as well. It depends how you define the multiplier, in a sense, whether it
isjust the dollarsinvolved or whether thereis some social good in there that may be unquantifiable but may be
of benefit to people’s wellbeing.

Senator JACINTA COLLINS—AnNd indeed the term that you put it into as well—yes, that is right.
Finally—thisis to the Commission of Taxation—we heard from Centrelink the consequences of delay interms
of implementing this package when our economy needs it as soon as possible. Can you cover for us the
consequences of delay in terms of the tax payments—

Mr D’ Ascenzo—The period between now and April is a relatively short one when you are thinking of the
size of the payments that we have to roll out to taxpayers. | think 75 per cent of our individuals market is
affected, so that involves redeveloping our systems, working with Australia Post, working with the Reserve
Bank, working with the tax profession. All that can be done prior to tax time, but once we get into June-July, |
do not think | could do both at the same time. So one would have to be deferred. So any sort of further delay
moves the feasibility of being able to do that into a critical period where | do not think both can occur.

Senator JACINTA COLLINS—That isjust the delay issue. What about the change issue?

Mr D’ Ascenzo—Basically | need to redevelop part of my systemto allow for this. So if thereis any change
you are really back to square onein terms of that redevel opment of the system.

Senator JACINTA COLLINS—ANd how many weeks does that involve?
Mr D’ Ascenzo—Jennie might be more precise on that.
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Ms Granger—We are estimating about six weeks to do the systems redevelopment. To just give you an
idea of scale: we have to create a separate database out of the 11.8 million individual s that lodged for the year.
Just running that information takes an entire weekend, and we cannot do that during the week because the
system is processing returns and payments, as it does throughout the year. So we would have to start that
again. Then there is the detailed testing we have to do, because, as has already been raised here, integrity is
going to be an issue for us. We are also trying to open the opportunity for people to come in and give us an
updated address and updated payment details, which was an issue that was raised earlier. So we have got some
converging workloads there.

We also need to give the Reserve Bank four weeks notice of how much money in what postcodes, so that
they can arrange things like cash in ATM machines. Thereis a very big logistical exercise. So we are counting
back from that early April period to how far in the systems build we need to be to be able to identify those
taxpayers. There will also be people lodging during this period, because there are agent programs that means
some of those returns are still yet to come in. We are expecting those ones will bein later runs. That is why we
are saying it is a progressive rollout from early April. Part of that is around the infrastructure within the tax
office and the community to do this process, but it is also taking account of the fact that there will be others
lodging that will be entitled during the period.

Mr D’Ascenzo—Just to summarise, we think that to do the proposal to start getting payments out at the
beginning of April is tight in terms of our current framework. Any delay pushes that back further. Really, the
only window | have is April/May, because once we get to June/July | aminto tax time.

Senator FIELDING—There was a statement made earlier that was a bit of a concern to me. | think it was
Mr Tune who said that there was not detailed analysis of every element of the package.

Mr Tune—No, sorry—I hope | did not say that. There was detailed analysis of every element of the
package. | think the question was around whether other options were considered in absolute detail. | said that
other options were considered at its various stages and they were discarded. So work stopped on them and we
focused on the ones we were going to take forward.

Senator ABETZ—Will we be provided with a detailed analysis of the boom gatesinitiative?
Mr Tune—You would have to ask the infrastructure department.

Senator FIELDING—We heard last night from Treasury that, even with this $42 billion package, we
would still end up with unemployment skyrocketing and hundreds of thousands of more Australians
unemployed. What direct payments do these unemployed get through this particular $42 hillion package?

Mr Tune—Direct payments?
Senator FIELDING—Yes, direct payments.

Mr Tune—It depends on their age and so forth. Some of them would be getting the training and learning
bonus.

Senator FIEL DING—How much is that?

Mr Tune—It is $950—all the bonuses are $950.

Senator FIEL DING—So some would get that. There would be a chunk that would not—correct?
Mr Tune—Caorrect, yes.

Senator FIELDING—The last time | looked at $950—about $3 a day—for someone facing rent or a
mortgage, | do not know how many people you know who that is going to help. | do understand that the $42
billion package will stop up to—and | till have not got the figure; that is the upper limit of 90,000. It could be,
| assume, as low as 40,000. | cannot get Treasury to give me any other figure. That is the upper limit of
90,000. We have also got at least another 100,000 to possibly 300,000 who will possibly lose their house or
have to go out of their current accommodation. What do you say to those Australians? We are spending $42
billion and we are till going to end up with that many unemployed.

Mr Tune—I| am not the government, to start with. The Prime Minister announced yesterday that further
work will be done with the states in this particular area. The forecast, as you would be aware, would be for
unemployment to rise to around seven per cent by June next year. This package does protect jobs; there are no
two ways about it—it supports jobs. There are issues there about other people who will lose jobs. Yes, that is
what happens in these sorts of situations. The existing income support system is there to assist those people.
The Job Network is there to assist those people. Both those programs are demand driven, so there is no dollar
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constraints on whether people can gain access to those payments or gain access to the services of the Job
Network. So all of those things are there. The Prime Minister said yesterday that in conjunction with the states
he would like to work through what more can be done in those particular areas. So that is an issue under active
consideration at the moment.

Senator FIEL DING—I think the package has failed those, | think, forgotten Australians. By al means, we
should stimulate the economy and protect jobs, but what are we going to do with those people that have little
prospect of finding ajob for the next couple of years? More needs to be done. To spend $42 billion and forget
those people | think is pretty ordinary.

CHAIR—Your final question?

Senator FIEL DING—The Prime Minister and Cabinet web site says that
By looking over the horizon to the challenges and opportunities—
it sounds like a white knight riding over the horizon, but | will keep going—

of the coming years, our high-level strategic advice further supports the government in taking all relevant factors into
account to make the best possible decisions.

The department that we spoke to earlier this morning said that they provided advice on just their section of the
package. What sort of strategic input did you have in putting the whole thing together?

Mr Tune—We wereinvolved in the devel opment of the whole package.

Senator FIEL DING—The whole package?

Mr Tune—We provided advice to the government on all elements.

Senator FIEL DING—Did you look at the 300,000 Australians who are going to be unemployed?
Mr Tune—That was a consideration that had to be looked at. If you take—

Senator FIEL DING—AnNd $950 is what you gave them?

Mr Tune—That is on top of what they get in terms of existing services and existing income support,
Senator, which is quite substantial.

Senator ABETZ—If it is quite substantial, why do they need $9507?

Senator CAMERON—If we do not get that $950 into the economy in the shortest possible time, how
much of a boost is being kept out of the economy? How much is being kept out if, as Mr D’ Ascenzo says, we
may not get it until the end of the year? What effect would that have on us being able to avoid a recessions?

Mr Tune—Basically, the cost of those measures and what they will inject into the economy. That is really
what it comes down.

Senator FIELDING—This is not in relation to my point. | think that | should continue with my one
question and you can come back later on to this.

CHAIR—We have a question. Let us allow the witness to finish answering it. Wrap up your question,
Senator Fielding. We are running extremely late. We have to finish on time today so that people can get their
flights. Senator Cameron has a question before the panel. We will have a response to that and then we will
have to move on to Senator X enophon.

Senator FIEL DING—BuUt given that his question is not clarifying any of my points—it is a new point—I
should be able to continue my last question.

CHAIR—Yes. We will move on after that.

Senator FIEL DING—When were employer organisations, like the Australian Industry Group, as well as
union groups, like the ACTU and other unions, briefed on this package? Were they given a heads up earlier?

Mr Tune—Not be me or any other public servant that | am aware of.

Senator FIEL DING—Are you aware of anyone else briefing those groups prior to the public?
Mr Tune—The government may have done so. | do not know.

Senator ABETZ—Can you find out?

Mr Tune—No. | am not privy to some of those discussions that may go on.

Senator ABETZ—But surely you can take that on notice?
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Mr Tune—I will takeit on notice.

Senator XENOPHON—My terseness is a function of time rather than temperament. In relation to the
whole issue of tax cuts—even temporary tax cuts—versus a handout, are you familiar with the work of
behavioural economists such as Richard Thaler who talk about the mental accounts that a lump sum can be
banked in? The size of it and whether it is a handout can make a difference as to how it is spent. Is that
something that was considered in determining the policy with respect to this?

Mr Tune—Yes. There are some very different views. Behavioural economics is very interesting. Some
people say one thing and other people say the opposite, soit is a difficult area and it is a fairly young field in
economics. Some people would argue—and this goes back to Milton Friedman many years ago—that there is
something called a permanent income hypothesis; other people will say that there is not. The view taken on
this package was that an immediate lump sum is going to boost consumption more in the short term than
something that is done over a period of time. That is the judgement that has been made.

Senator XENOPHON—Following on from that, with respect to that, isn't it the case that a temporary tax
cut could do the same thing in terms of stimulating the economy?

Mr Tune—It would provide some stimulus, but it would be spread over a much longer period of time.

Senator XENOPHON—Going back to the issue of the lump sums—the handouts—provided before
Christmas, as | understand it, the early figures indicate that about a billion dollars of the $10 billion was spent
on retail. Does that indicate some concern from a policy point of view that a lot of that money has been saved
rather than spent?

Mr Tune—Thejury is till out on that one about what proportion of that was spent.

Senator XENOPHON—Thejury is still out?

Mr Tune—Yes. There are till retail sales figures to come through yet. We have not seen those.
Senator XENOPHON—Can | put some questions on notice?

CHAIR—You certainly can.

Senator XENOPHON—REeally, | have been very accommodating.

CHAIR—Yes; | appreciate that, but we are running out of time.

Senator XENOPHON—I may not be so accommodating in the future though. Germany looked at giving
gift certificates or vouchers to be spent within a certain time on retail. Has that been considered? You may
want to take that on notice.

Mr Tune—We did look at that momentarily but at the moment the technology does not enable that to
happen in the Australian system. It may be so in the future.

Senator XENOPHON—AIso on natice, Professor Grafton in the Canberra Times today has written a piece
saying that we should be spending money on nation-building infrastructure that increases the nation's
productive capacity. Was that considered, rather than giving $2 million or $3 million to some of the wealthiest
schoalsin this country?

Mr Tune—That was the issue that Senator Brown and Senator Milne were raising with me—that thereisa
process around these big infrastructure projects. As you would appreciate, they are extremely large, extremely
costly and you need to be very careful about looking at the cost-benefit ratios applied to these projects. So the
government is going through a process around those with Infrastructure Australia.

Senator XENOPHON—Finally, does the government acknowledge that—and my information is—there
are a number of shovel-ready projects to deal with energy and water infrastructure in this country—they are
ready to go now—where expenditure is being deferred because of state budgetary considerations?

Mr Tune—I| am not in a position to answer that one; | am sorry.

CHAIR—Did you want to place some questions verbally on notice now, just very quickly because we
really are running out of time?

Senator XENOPHON—In 30 seconds or less, thank you. | would like to get some further information on
the behavioural economics aspects of this package, whether consideration was given to that German approach
to any extent and to what extent will the budgetary outcome be different if it were a temporary tax cut as
distinct from a cash handout?

Mr Tune—On that one, are you saying the budgetary impact?
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Senator XENOPHON—In terms of what the budgetary impact would be, short and long term.
Mr Tune—That depends on the size of the tax cut you give.

Senator XENOPHON—WelI, if it is an equivalent amount. Again, | will put it on notice.

Mr Tune—Okay. We will do our best.

CHAIR—Thank you very much. That concludes this segment but | will ask people to clear the room
because the committee needs to have a private meeting. | thank you all for appearing before us.

Proceedings suspended from 12.12 pm to 12.35 pm
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NICOLL, Dr Carol, Group Manager, National Education System Group, Department of Education,
Employment and Workplace Relations

SHANNON, Ms Robyn, Branch Manager, Participation Policy, Families, Social Inclusion and
Participation Group, Department of Education, Employment and Wor kplace Relations

CHAIR—Good afternoon and welcome, Dr Nicoll and Ms Shannon, who represent the Department of
Education, Employment and Workplace Relations. Information on parliamentary privilege and the protection
of witnesses and evidence has been provided to you. As departmental officers, you will not be asked to give
opinions on matters of policy, although this does not preclude questions asking for explanations of policy or
factual questions about when and how policies were adopted. | now invite you to make a short opening
presentation. At the conclusion of your remarks | will invite members of the committee to put questions to
you. Do you have an opening statement?

Dr Nicoll—No, | do not. | am the group manager for the National Education System Group and | am also
the national coordinator for Building the Education Revol ution.

CHAIR—Thank you.

Senator ABETZ—Dr Nicoll, are you able to comment on employment as well ?

Dr Nicoll—No, | am not. | am here on Building the Education Revolution.

Senator ABETZ—Do we have anybody here in the building who could comment on the employment
aspect?

Senator JACINTA COLLINS—We are working onit.

Senator ABETZ—Thank you, Jacinta.

CHAIR—Senator Joyce, would you like to continue?

Senator JOY CE—Thank you. | do have a question on employment, so | will ask some questions in the
hope that sooner or later someone turns up to tell us about the difference between ‘ creating’ and * supporting’
jobs. Are you involved with the oversight of any plans for capital infrastructure requirements that would flow
from this current package?

Dr Nicoll—Yes, | am.
Senator JOY CE—How have we been assessing those requirements?
Dr Nicoll—In terms of the way this policy was devel oped?

Senator JOY CE—In terms of what the schools actually need: the schools' priorities. Has there been aform
sent out to all the schools asking, ‘What do you require? How can we help you? or isit a case of, ‘We have an
ideafor you and hereit comes.’

Dr Nicoll—Not at all. There was informal contact in the lead-up to the development of the program. That
was contact that | had with a number of states and territories in relation to their capital needs. In addition to
that, through the maintenance of the capital program through the Commonwealth, we have a sense, through
the non-government sector, of what the unmet demand is. The demand is for capital structures throughout the
non-government sector. The contact that | had with states and territories identified that there was clearly a need
for investment in capital that they at this point could not meet and that that ranged from minor infrastructure,
such as that which is going to be addressed under the national school pride program, and major builds which
are going to be addressed by the primary school element of the program.

Senator JOY CE—Using a Senator Abetz question, when did you start that process of negotiating with the
states about what their requirements would be for their schools?

Dr Nicoll—I have had informal contact with a number of the states and territories over the past few weeks.
Senator JOY CE—Over the past few weeks?

Dr Nicoll—Correct.

Senator JOY CE—So you got the call to go out and make informal contact?

Dr Nicoll—That was certainly part of it, yes.

Senator JOYCE—What is the assessment process for states' views on determining where the spending
needs to be on infrastructure?
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Dr Nicoll—Every state has its own process. | will give you an example from New South Wales. New South
Wales put out a survey to all of their principals—

Senator JOY CE—When did they do that?
Dr Nicoll—Late last year.
Senator JOY CE—L ate last year?

Dr Nicoll—Late last year New South Wales surveyed every principal to identify what their needs are for
capital. That included major and minor—

Senator JOY CE—Did every state do that?

Dr Nicoll—No. Different states do that on a different basis. But every state does have that sort of process
for identifying capital needs.

Senator JOY CE—And then they turn that into a capital expense requirement, presumably?

Dr Nicoll—What they do is prioritise within that. The reality is that they are never able to meet all of the
deferred maintenance, all of the needs that there are for maintaining 21st century schools. So every state has
needs in terms of their building.

Senator ABETZ—Do we have any 20th-century schools in Australia?
Senator MILNE—There are plenty of 19th-century ones.
Senator JOY CE—Who generally pays for those capital requirements?

Dr Nicoll—The Commonwealth makes a contribution and, through the new SPP arrangements, through the
COAG arrangements, the capital component that the Commonwealth puts to the states and territories has been
rolled into the total amount of funding we are providing states and territories for education. In addition to that,
every state and territory has a capital budget as part of their education budget.

Senator JOYCE—Mr Rudd said this was not to take the place of state expenditure. He used some
metaphor: cracking heads, banging people together or something of that nature—some nebulous statement.
Are the states now matching you dollar for dollar and not putting aside any of their requirements that they
otherwise would have paid for? As it appears that the states have done the assessment of their own capital
requirements, one would presume that they had anticipated that they were going to actually pay for it
themsel ves before the federal government decided it was going to pay for it.

Dr Nicoll—Building the Education Revolution is additional funding. As part of the national partnership
agreement that the premiers signed yesterday, it is very clearly articulated how heads of Treasury will monitor
and prevent cost shifting. There are consequences for states and territories if cost shifting occurs. In the areas
of schools funding, | have been holding briefings with every state and territory and every block grant authority
over the last few days and | have made it very clear that their existing capital plans and expenditure into the
forward estimates will be monitored and that it is intended that that be maintained over the next four years. It
will be a matter of this money being additional to that.

Senator JOY CE—How are you monitoring whether they actually squib on this deal and say, ‘ The federal
government has just turned up, so let's move all that part of the budget across to the stimulus package The
stimul us package can pick that up’? How are you going to monitor to make sure they do not do that?

Senator ABETZ—Through a state official paid by the state.

Dr Nicoll—It is going to be a responsibility of Treasury to monitor that in relation to the national
partnership. It is a mechanism that you would have to take up with Treasury officials, as to exactly what
process they are going to usein that regard.

Senator JOY CE—Could you take it on notice and get back to us about exactly what that processis going
to be? You might need to make an inquiry as to who the personis.

CHAIR—Could | just make a point to clarify so that senators are aware. Because there is not anyone here
at the moment who can deal with employment from the department, what we really do not want to do is run
out of time before they get here.

Senator JOY CE—If we stop talking to this person, do we bring another witnessin?

CHAIR—Yes. We are trying to get someone else in, but if there is anything else to do with education we
should allow the Greens and Independent to deal with that so that everyone has ample time and the best

opportunity.
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Senator JOY CE—I will leaveit at one final question. Regarding the education revol ution and taking every
kid to the 21st century, how are we going with that? Is that now in every school? Is every school in Australia
now on the internet?

Dr Nicoll—I cannot comment on that. That would be something you could certainly take up with my
colleagues through the estimates process in aweek or so, in relation to the Digital Education Revolution.

Senator JOY CE—Is any of this money liable to go into that?
Dr Nicoll—No. Infact, it will say that schools cannot double-dip. Secondary schools that have entitlements

under the DER, the Digital Education Revolution, will not be able to use any funds from this program on
whatever is funded under the DER. It would be specifically excluded.

Senator COONAN—Does that mean that the computer and the online equipment relating to that is
different from the computer and online equi pment in the 21st-century library?

Dr Nicoll—They are actualy different things. The funding for the DER has a particular focus. When it is
about setting up the fit-out of alibrary with the appropriate technology, that will be fine, partly becauseitisin
aprimary school and the DER does not apply to primary schoals.

Senator COONAN—So it is the same thing but in the primary school area?

Dr Nicoll—The digital education revolution had a number of components, but a good part of it was for
computers, laptops for students. What you are talking about would be the appropriate technology to fit out a
library, and that would be feasible within this because it is for a primary school and it was not part of DER.
DER focused on secondary schools.

Senator COONAN—So in effect it is the same outcome but under two different programs.

Dr Nicoll—Not at all. It is about the facilities within a library and the building that would go with the
library or the refurbishment to bring it up to the appropriate technol ogy.

Senator COONAN—A technical fit-out.

Dr Nicoll—None of that is funded under DER as it is. This isreally directed to primary schools. It is the
primary school component. If they do build a library, the fit-out could include some of that technology.

Senator JOY CE—Of course it would. If they are running an optic fibre into it they are not going to stop
and say, ‘We can't go any further because that is part of the education revol ution. We have got to stop and wait
for the Gettysburg address.” However they are equipping that facility, they are going to be equipping it for the
education revol ution and so quite obviously they are picking up the cost for the education revol ution.

CHAIR—Isthere a question there?
Senator JOY CE—That is the question.
Senator CAM ERON—No wonder the witness |ooks confused.

Senator JOYCE—That is the question. How are you going to stop the allocation of resources for the so-
called education revolution not being picked up by this process of the stimulus package? Once you say, ‘| want
youtorgigthisfacility,” if they are running the optic fibre from the node into the school and into the library as
part of thelibrary’s costs, you are there.

Dr Nicoll—As | said, the primary school component is for primary schools. DER focused on secondary
schools. No secondary school will get funding from this part of the program for what you are talking about.
They are mutually exclusive.

Senator JOY CE—We will not go on with that. Do you have the employment person here?

Ms Golightly—Yes.

Senator JOY CE—Can you please explain to me the difference between supporting a job and creating a
job?

M s Golightly—I think the Prime Minster addressed that in his remarks. The Prime Minister was asked that
at the press conference on the day, and | think the answer is quite clear in the transcript. | do not have it in
front of me.

Senator JOY CE—From your understanding of it, what is the difference?

Ms Golightly—I would really prefer to refer to the transcript. If you can give me two seconds, | can get
somebody to get it for me.
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Senator JOY CE—Isthere a difference?

M s Golightly—I think the Prime Minister made the difference clear in his answers.
Senator ABETZ—That thereis a difference?

M s Golightly—He did point out a difference.

Senator ABETZ—VYes, that there is a clear difference and the two terms should not be interpreted as
meani ng the same thing.

Ms Golightly—I think he pointed out in there that there was a difference. | do not want to put words into
his mouth.

Senator ABETZ—Thank you very much for that. We had Dr Gruen last evening telling us that it meant
exactly the same thing. So thank you very much for that, Ms Golightly. | think everybody else in Australia
would agree with you and, with respect, not with Dr Gruen.

Senator MOORE—Ms Golightly, as you raised it, perhaps we could get a transcript of that press
conference. For the purposes of this inquiry, maybe you could read that into this transcript. That would be very
useful.

M s Golightly—I would be happy to do that.

Senator JOY CE—You would be aware that in this package we are apparently supporting—whatever that
means—90,000 jobs. Has it been conveyed to you what exactly the form of supporting 90,000 jobs means?
What are the pre-requisites for success in supporting 90,000 jobs as opposed to defining failure in supporting
90,000 jobs? How do the Australian people discern whether you have met the objective of supporting 90,000
jobs or have not? How are we ever going to be ableto tell?

Ms Golightly—I think the way that we implement infrastructure projects and the way that they are
managed, and thisis a different portfolio than mine, will be ableto tell you how successful those projects are.

Senator JOY CE—But what is the process? Okay, let us just say that we are supporting not 90,000 jobs, let
us say that the goal is to support a job. What is the definition of supporting a job and how are we going to
discern that? How are we going to discern one job that was supported? How are we going to do that?

Dr Nicoll—I would be happy to share how we intend to collect data about BER.
Senator JOY CE—Isthis about supporting jobs?

Dr Nicoll—Yes, itis. It is about Building the Education Revol ution.

Senator JOY CE—And that has got athing in there about supporting jobs?

Dr Nicoll—Clearly there are two intents from Building the Education Revolution. One is to provide
stimulus to economies and local economies and generate jobs. As part of that, every school that receives
money under this program, which is every schoaol in the country, will report on an online portal about the
projects they have got and how many peopl e were employed on those jobs, including apprentices, so that there
is a correlation between the actual project and the number of people who were employed on that project.

Senator COONAN—How many peopl e are you expecting?
Dr Nicoll—I cannot anticipate that, Senator.
Senator COONAN—How many jobs are expected to be created as aresult of this particular measure?

Dr Nicoll—Any modelling about that would have been done by Treasury and it would have to be taken up
with Treasury officials when they return, in terms of modelling about the impact on the labour market.

Senator JOY CE—So will your job through this be determined as ajob that has been created, ajob that has
been supported or outside the whole scheme of things? So we can clearly understand from a level, would your
job, Dr Nicall, be determined to be a job that was supported, ajob that was created or something else?

Dr Nicoll—Interms of that sort of distinction, | am not prepared to give you a definition at this point—

Senator JOY CE—Not even for your own position. | am looking for a definition. You have said that you
had a clear definition and you cannot even define your own job.

Senator JACINTA COLLINS—Chair, can | suggest that Senator Joyce has been told these are modelling
guestions that should go to Treasury. Badgering a withess—

Senator JOY CE—I have had Treasury here and we did not get the answer.
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CHAIR—Thereisapoint of order before the chair. One person at atime, please. Senator Callins.

Senator JACINTA COLLINS—Treasury will be back for precisely this reason. We are wasting time
badgering a witness further on a point that they have already told you needs to be addressed to Treasury.

CHAIR—I take that point of order and remind people that we are very limited for time. You have less than
five minutes left for the opposition. Senator Joyce, you have the call.

Senator JOY CE—So without any assertion at all about Ms Golightly, the one that the Labor government
had sent in here to describe employment cannot differentiate between supporting, creating and otherwise, nor
can anybody else.

Senator JACINTA COLLINS—Point of order here, please, chair. Given that Senator Joyce has just made
that reflection, | need to put on the record precisely what has happened.

Senator JOY CE—You are trying to get yourself out of a sticky position.
CHAIR—Senator Joyce, Senator Collins had the call and | would appreciate some courtesy to the chair.

Senator JACINTA COLLINS—It became apparent at the commencement of this session, because of the
tight timeframe here—

Senator JOY CE—You are wasting it now.

Senator JACINTA COLLINS—That there was a miscommunication between the department and the
secretariat over who should be here. The department has on very short notice provided us with an official.
With all respect, Senator Joyce, your badgering of these witnesses is appalling.

Senator JOY CE—Very noble, Senator Callins. Thisis actually a Senate inquiry.

CHAIR—Senator Joyce, | will give you the call, but | do remind you that they are public servants coming
before us, so some courtesy to the witnesses would be appreciated.

Senator CAM ERON—Better stop bullying, Barnaby.
Senator JOY CE—I am making no assertions whatsoever, either personal or otherwise.
CHAIR—Have you got a question?

Senator JOY CE—About the issue of $42 billion? Yes, of course | do. That iswhy | am here. That is why
we are here today.

CHAIR—ASsk a question, don't make a statement.

Senator JOY CE—If Senator Coallins stops interrupting, we will get through them a bit quicker. With the
current creation of jobs, as per the second reading speech on the first fiscal stimulus package, how many did
we actually end up creating?

M s Golightly—I think that is a question for Treasury. | am happy to take that on notice and get back to you.

Senator ABETZ—Who counts the employment numbers and who does the analysis of new jobs and lost
jobs? Isthat all Treasury?

M s Golightly—Treasury has been doing the modelling in that area, yes, Senator.

Senator ABETZ—The modélling, yes, | know that. But the actual counting, doesthe ABS do that for us?
M s Golightly—The ABS does surveys, yes, and Treasury isthe area responsible.

Senator ABETZ—Thank you.

Senator JOY CE—Will you have any involvement in any way, shape or form, in the assessment of the
supporting of 90,000 jobsin your role, Ms Galightly?

M s Golightly—I think Dr Nicoll already answered that question, Senator.
Senator JOY CE—So the answer is?

Ms Golightly—Dr Nicoll talked about the data that would be collected about the projects that were being
funded under the package.

Dr Nicoll—Which, Senator, is going to be much more direct data in relation to the actual inputs from any
project that is funded under this program than any aggregate analysis would generate. An aggregate analysisis
not going to be able to actually show a cause and effect directly, whereas this sort of analysis that goes to the
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project should be able to provide some sort of data as good as we probably can get at that level about the
impact on local economies.

Senator ABETZ—Will that be applied to the maintenance budget as well?
Dr Nicoll—Yes, it will, Senator. It will indeed.

Senator ABETZ—What amount of bureaucracy is going to be created?

Dr Nicoll—Very minimal, Senator.

Senator ABETZ—That depends. If there is an apprentice with half an hour on the job quickly cleaning up
after a small maintenance job, the builder will have to fill out a form and tell Canberra about that one half
hour. Is that right?

Dr Nicoll—Senator, we would be asking schools to record the number of people who were employed on
particular projects and we would give some parameters for what they are. We have not determined the
guidelines at this point, but we would be applying a commonsense approach and we would be minimising the
bureaucracy to enable this package to be rolled out as quickly as possible to have the greatest impact on the
economy as possible.

Senator ABETZ—Thank you. That is all nice but until you have the parameters set and the form set out we
will delay the discussion as to whether it is minimal bureaucracy or not until we know what the actual
bureaucracy is. Can | finish off, Ms Golightly, with one question: in analysing job numbers, when somebody
talks, let's say, about 20 jobs that would suggest that the figure might be a little bit less or a little bit more.
Would you agree with that?

M s Golightly—About is about.

Senator ABETZ—Yes. Whereas if | wereto say, ‘ This will create up to 20 jobs', it would suggest no more
than 20 and possibly below 20?

Ms Golightly—Literally, yes.

Senator ABETZ—Thank you. That isall | need to know.

CHAIR—We are now going to go to Senator Milne.

Senator M ILNE—Thank you. Senator Hanson-Young has the first question for the Greens.
CHAIR—Senator Hanson-Young.

Senator HANSON-Y OUNG—I am interested in the enrolment date set for students receiving either youth
allowance or Austudy. To be eligible for their money | understand that they need to be enrolled by 3 February.
That seems quite strange to me seeing as enrolments for various university courses start anywhere from the
end of January and go through to the end of March. It is not necessarily a student’s fault when that university
sets the week or the date for enrolment in that course. Can you just clarify that for me?

Dr Nicoll—Senator, | think we will have to take that on notice. Neither Ms Golightly nor myself have the
knowledge to be able to give you that answer but we are very happy to take it on notice. We will get you an
answer as soon as possible.

Senator HANSON-Y OUNG—It would be great if | could have an answer by Monday.
Dr Nicoll—Yes, certainly.

Senator HANSON-YOUNG—As well it would be good to know which universities will be enrolling
students after 3 February because being a previous student president | know that in my university that we took
enrolments right up until the end of March and | find the data it a little concerning. If you could clarify that
would be great.

Senator MILNE—First of all, | want to come back to the issue of environmental sustainability, energy
efficiency and water efficiency. | seek some clarification about the process that you are undergoing here in
improving the standards.

Dr Nicoll—It is a condition of the national partnership agreement between the states and territories and the
Commonwealth and will be a condition of the bilateral agreements that all projects that are funded under this
will be done to observe sustainable building and design principles. | have been speaking with states and
territories and block grant authorities over the past few days as well, and | will continue to brief them in the
next couple of days. | am pointing out that that will be a condition of their funding, that they are to take that
into consideration. One of the areas of possibility for the minor infrastructure fund, the school pride program,
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isinsulation on that premise—that is, it is going to be more sound for the sorts of issues that you are concerned
about if wetry to insulate schools appropriately so that we can reduce their impact on the environment.

Senator MILNE—That brings me to my next question. It seems to me that the infrastructure package has
missed the middle. | really welcome the spend on the big infrastructure, the new buildings in the primary
schools. | also welcome the maintenance funding. But | am concerned that there are a number of schools,
particularly in New South Wales, which, by the way, is going to be the hottest place on earth this weekend—
for theinformation of this committee, it is going to be 47 degreesin certain placesin New South Wales. | have
had quite a few emails from schools saying that what they need more than a new building is shading,
shadecloths, efficiency investment in making the existing buildings they have more comfortable. Now that
goes beyond minor works, which is for issues like fixing toilets and that sort of thing.

Dr Nicoll—It is more than that, Senator. It can be minor—

Senator MILNE—My concern is that a lot of these primary schools need their toilets fixed as a matter of
absolute priority, but they also need these other things and that the minor works funding is going to go to their
absolute priorities, which are going to be really basic priorities in alot of cases. What | am trying to secure
from you is whether there is going to be a broadening of that notion of minor works to include some of these
things | am talking about, particularly shade proofing and trying to improve the amenities for peaple in
classrooms.

Dr Nicoll—Senator, the answer is that it absolutdly has the scope for that. One of the items that is going to
be listed as an option isin fact covered areas, shaded areas of various sorts. They can either build a small piece
of infrastructure, such as a covered outdoor area, or they can do refurbishment. You should remember as well
that, as | said to Senator Joyce, the states and territories have to continue their existing and anticipated
investment in capital. That will continue, so this is on top of that. So there is absolutely an opportunity for
schools to spend the minor infrastructure money on the sorts of things you have anticipated.

Senator MILNE—The other point | want to make is in relation to the minor works. | am concerned about
the equity issues. Every school, regardless of how well endowed or how struggling it might be, is going to get
an allocation for minor works. Some of those schools are very well endowed and will be able to buy extra
facilities with that funding. Other poorer or older schools that have not been as well maintained by state
governments as they might will need twice or three times the minor infrastructure works, whereas some other
well endowed schools do not need it. | am sure there are some schools around the country that arein that latter
category. So can you explain to me how need is going to be interpreted in terms of the minor maintenance
works?

Dr Nicoll—Thereis not a need component. It was a government decision that there would not be a criterion
related to need. Thereis a major element of need in the science and language centres element of the package,
the $1 billion that is going to—

Senator M ILNE—To secondary schools?

Dr Nicoll—yes, to secondary schools—but thereis not a criterion of need for the minor infrastructure fund.
Senator MILNE—AnNd it is the same for the primary schools?

Dr Nicoll—That is correct.

Senator MILNE—What about the linkages between the new infrastructure and the training needs? For
example, will we have enough trained teacher librarians to populate the new libraries that we are building
across the country? Do we have some plans to coordinate additional staffing with additional training and
facilities?

Dr Nicoll—That is something that we are certainly thinking about but have not done anything about at this
point. We will be raising that with states and territories and non-government schools—that is, the way that
they plan for their workforce. It is an issue that we are aware of and we will be raising it with them as part of
the way that they think about the implementation of this. Clearly, as you have identified, there will be flow-on
effects from the creation of new infrastructure and capacity and we will look at that as well.

Senator MILNE—There will be some primary schools in the country that have already taken up their
entire physical footprint with the buildings that they have now. What is going to happen to them in terms of
alocating a new building? Can they use the money to retrofit their existing footprint, or do they miss out
because they will not get a new building as such because they do not have the physical space without taking
out their play areas or something like that?
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Dr Nicoll—In those cases, there is an opportunity for those schoals to refurbish an existing assembly hall,
an existing library or other buildings. Based on the sort of information that we have collected and that you
would know from your own experience in Tasmania, every school has a capacity to refurbish some building, to
improve the learning environment for students. So that is absolutely an option for schools. We do not want the
schools missing out. The government does not want that to occur. There are common sense options for schools
to consider.

Senator MILNE—Just on this ‘common sense options’, we heard from the Department of the Prime
Minister and Cabinet that there is going to be a national coordinator in Prime Minister and Cabinet to oversee
the infrastructure spend. Obviously the state governments will have their person. In terms of that negotiation,
where a school says, ‘We don't want to spend it on a new building, we want to spend it on a retrofit or this or
that,’” does that negotiation go between those two coordinators? Or is the negotiation between the school and
the education department or the private school representative group before it goes to those two negotiators?

Dr Nicoll—It will beinitially between the school and the state or territory or the school and the block grant
authority. As the national coordinator of Building the Education Revolution, | will be speaking to states and
territories and BGASs to ask them to come back to us with evidence of the community engagement that they
have taken. The Prime Minister, in speaking to stakeholders this morning, made it very clear that that process
was important, that principals and school communities were part of the process. However, given the time
frames, that has to be expedited. It needs to be fast. Everybody needs to be thinking about how to move
quickly onit. But theinitial discussion would occur between the school and the state or territory and the BGA.

Senator CAMERON—Just before | go to my question, for the record, | want to indicate that apprentices
are not employed to clean up after tradesmen. That is an old-fashioned idea. Dr Nicoll, can you give me an
idea about what the practical long-term benefits of this $11.4 billion investment in education is? Are there
economic benefits in terms of the investment? What are the education benefits? What are the benefits for local
communities?

Dr Nicoll—I am not in a position to comment on the economic benefits because | am not an economist and
it is not part of my responsibility. In terms of the educational benefit, the feedback that we have received over
the last few days from peaple like the head of the Primary Principals Association, from directors-general in
states and territories, from the non-government schools sector is that this is an absolutely extraordinary
commitment to education to improve the learning environment for students throughout the country. There has
never been as hig an infrastructure package for Australia’'s schools and it is a significant investment in the
future of Australia’s schools—to improve learning and the learning environment for students.

Senator CAM ERON—What about the community aspect?

Dr Nicoll—There is a significant community element that | have not had an opportunity to mention but
would like to. Under the Primary Schools for the 21st Century, every new school, new building or refurbished
building funded under this program must be accessible by the community at no or low cost and that includesin
the non-government sector. This is going to open up schoal facilities to local communities in a way that has
not occurred before aswell. So it is avery significant linking.

A question came up from one state in relation to early learning centres. The concept of an extended school
reaching out into the community might be able to be funded under this program and where there could be an
early learning centre integrated with a primary school, that would certainly be considered and would extend
the opportunities for communities to engage with local schoals. There really are opportunities for considerable
community involvement and engagement.

Senator FIELDING—The Department of Education, Employment and Workplace Relations—we have
heard from Treasury that over the next couple of years there will be 300,000 more Australians unempl oyed—
the $42 billion will see 300,000 more unemployed. We understand that the package is stopping 90,000 but we
will still have 300,000 going onto unemployment. What modelling have you done on that issue and which
industries and sectors of the community will be hit?

M s Golightly—It is the Department of the Treasury that does the modelling on those figures.

Senator FIELDING—Right. So the Department of Education, Employment and Workplace Relations
really does not care about the unempl oyed?

M s Golightly—The department runs a number of programs to assist the unemployed. | can run through all
of those programs with you, if you like, but the modelling on future unemployment figures, et cetera, is done
by the Department of the Treasury.
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Senator FIEL DING—So this department did not put into the package anything for those people who will
be unemployed, anything in addition to what they currently get? | am talking about in addition. $42 billion is
being spent to stimulate the economy and to save, protect or generate up to 90,000—and we still dispute
exactly what the lower limit on that is—but Treasury has confirmed that there are still another 300,000 who
will be unemployed. What are you doing to help those people in addition in this $42 billion package?

M s Golightly—We have any number of unemployment assistance programs.
Senator FIELDING—In addition, though, in the $42 billion package?

Ms Golightly—They are currently in place. Indeed, a reform to those programs was announced by the
government last year and that reform comes into place on 1 July.

Senator FIEL DING—BUt | have asked specifically: in this $42 billion package, what specifically will help
those unempl oyed?

M s Golightly—Sorry. The $42 billion is there to generate the sorts of things that Dr Nicoll has been talking
about and will lead to jobs. In terms of assisting the unemployed more generally, if that isto grow over time, |
think the Prime Minister and the Deputy Prime Minister have already indicated that they are considering
options and that work is under way.

Senator FIELDING—You see | think they are forgotten. There is $42 hillion and we cannot spend any
more on those people who are going to not have a job, not because they do not want a job but because there
are no jobs around. They cannot find another job because the jobs are not going to be there.

M s Golightly—Yes and that is why we have unemployment programs which this department—
Senator FIEL DING—BuUt they are existing.

Ms Golightly—They are and they are being reformed for 1 July. | think the Prime Minister and Deputy
Prime Minister have made it clear that they are looking at what else they need to do.

Senator JACINTA COLLINS—Itiswork in progress.

Senator FIEL DING—They are forgotten in the $42 billion.
Senator JACINTA COLLINS—Itisin progress, he said yesterday.
CHAIR—Do you have a final question?

Senator FIEL DING—No. Thanks.

Senator XENOPHON—In terms of the fund for building new school buildings and the like, we heard
earlier this morning that many small builders could be involved in that. What degree of coordination or liaison
has there been with other departments, given that there will be a boost in terms of social housing and we have
also seen the stimulus in a sense from the first home owners grants? Is there a concern that there might be
bottlenecks with this additional package that is proposed in relation to refurbishing and new school buildings?

Dr Nicoll—There will be introduced a governance structure that | think has been outlined here where there
is a coordinator-general in Prime Minister and Cabinet and national coordinators in each area. Part of their job
isto identify where potential bottlenecks are occurring and to look at the challenges that will be there in terms
of ensuring there is appropriate skilled labour to fulfil the very challenging time frames that we have got to rall
these programs out. Yes, it is quite likely there will be bottlenecks, but everything will be done to address
those, to anticipate them and to see what we can do both at the Commonwealth and at the state and the local
levels. The Prime Minister met yesterday with the Australian Local Government Association. They were at the
COAG meseting yesterday. They are on board as well, as | understand it, to fast-track planning proposals under
this program. So they understand that this is a different sort of partnership; it is a different way of working
cooperatively. We are not saying there will not be challenges, we are not saying there will not be problems, but
we are going to try and anticipate them and address them.

Senator XENOPHON—I understand local governments' position on this package but, unless a mayor is a
second fix carpenter, what about what they actually need? It is proposed to have a huge stimulus in social
housing and there has recently been the first home owners grant stimulus, if you like. What analysis has been
done about the potential bottlenecks with this additional proposal in the context of ensuring that the small
builders who are busy with housing packages will be able to deliver on time what is proposed with this

particular package?
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Dr Nicoll—I am not in a position to offer an opinion on that. We certainly did not do any modelling in
relation to that directly. Treasury may well have and | think the question is best addressed to officials of
Treasury, where there would have been any modelling of the impact not only on the labour market but
potentially on skilled labour.

Senator XENOPHON—To pick up from Senator Milne's questions on this, there are some very wealthy
private schools whose needs criteria would be quite different from those of other private and public schools.
What assessment was made about determining a needs basis, or isit just a blanket approach, that if you have X
number of students to get this grant?

Dr Nicoll—It was a government decision that the two elements of the program would be available to every
primary school or special school or, in K to 12, the primary school component in every schoal in the country
under the School Pride program. There are elements about need within that. The community access point is
one where the sorts of schools you might be describing that might be considered to be well endowed will have
to make any new buildings or refurbished buildings in their primary schools accessible by the community. The
dement of need is addressed in the science and languages centres program. Up to 500 schooals that will receive
new buildings will be looked at on the basis of disadvantage and need.

Senator XENOPHON—Fallowing on from that, and you may want to take this notice, are there currently
criteriain place as to the extent of accessibility in terms of times or the level of charges?

Dr Nicoll—No. We are in the process right now of working on program guidelines. None of that has been
specified. The parameters at this point are that those facilities must be accessible, have reasonable community
access—that is, not unreasonable; we need to ook at that—and it must be at no or low cost. The low cost that
is envisaged would be no more than would cover the costs of running those facilities out of school hours, so
for such things as the dectricity, the cleaning or the security that might be involved. If we were to have left
that as no cost, then government schools, disadvantaged schools, would have been in the position of having to
open up their facilities without a capacity to get recompense for the real costs that might be incurred by
opening them up to the community. That iswhy it isno or low cost.

Senator XENOPHON—AnNd definitely finally, Madam Chair: so has an assessment been carried out on or
has any modelling been carried out for those areas where they already have reasonable community facilitiesin
existence as to whether some of these facilities will be surplus in terms of community facilities? In other
words, could we have a glut in some areas of halls or community facilities?

Dr Nicoll—It will certainly be done on the basis of the priority for the school, so that a school serves a
community in one sense. Its direct community—the students within it—will need the hall. Whether it is a
broader sense of need in terms of the broader community has not been looked at. But | expect that every
school would look at that in terms of where it is going to serve its community as well and liaise with its state
or territory government.

CHAIR—Senator Abetz has two questions to place on notice.

Senator ABETZ—Ms Galightly, do we have the transcript yet? So it is near; al right. Dr Nicoll, | was
wondering if you could take on notice for us the backlog of applications that was either with the federal
department or with the various state departments as they were processing the applications. | think it was all
under direct projects for schools under the Investing in Our Schools Program when it was abolished by the
current government.

Dr Nicoll—If I could correct you on the last point, the previous government had actually ceased the funding
for that programin the forward estimates. So that program—

Senator ABETZ—It was our election promise to keep it going and funded very well, and | think we all
know that.

Dr Nicoll—However—

Senator Cameron interjecting—

Senator ABETZ—I know that, and people are suffering the consequences.

CHAIR—The witnessis trying to respond. We do need to wrap this up, so if we could have some courtesy.

Dr Nicoll—Senator, | would be happy to provide on notice the number of projects that might be
outstanding under IOSP.

Senator ABETZ—Thank you.
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CHAIR—I have this to ask about that transcript, considering we have run out of time. It would be good if
you could table that for us. That needs to be done sooner rather than later. | thank you for appearing before us
this afternoon.

FINANCE AND PUBLIC ADMINISTRATION



Friday, 6 February 2009 Senate F&PA 53

[1.23 pm]

CARTER, Mr Ross, First Assistant Secretary, Renewables and Ener gy Efficiency Division, Department
of the Environment, Water, Heritage and the Arts

FORBES, Mr Malcolm, Acting Deputy Secretary, Department of the Environment, Water, Heritage and
theArts

WILEY-SMITH, Mrs Mary, Assigant Secretary, Community and Industry Partnerships Branch,
Renewables and Energy Efficiency Division, Department of the Environment, Water, Heritage and the
Arts

YOUNG, Mr Peter, Assistant Secretary, Renewable Energy Branch, Renewables and Energy Efficiency
Division, Department of the Environment, Water, Heritage and the Arts

CHAIR—I welcome representatives from the Department of the Environment, Water, Heritage and the
Arts. Information on parliamentary privilege and the protection of witnesses and evidence has been provided
to you. As departmental officers you will not be asked to give opinions on matters of policy, though this does
not preclude questions asking for explanations of policy or factual questions about when and how policies
were adopted. | now invite you to make a short opening presentation and at the conclusion of your remarks |
will invite members of the committee to put questions to you. Do you have an opening statement to make?

Mr For bes—We have no opening statement.
CHAIR—We appreciate that given the time restraints. We will proceed to questions.

Senator MILNE—I would like to go to some questions on the energy efficient homes component of the
package. My first questionisin relation to the situation where an owner-occupier already has ceiling insulation
and already has solar hot water.

Was any consideration given to making $1,600 available for the full range? It seems that you are penalising
the early adopters of these technologies. Why couldn’'t you have had insulation for ceilings, walls, underfloor
and solar hot water, draughtproofing, awnings, double glazing or whatever—the whole range—so that
everybody could access $1,600 to improve their energy efficiency, notwithstanding that celling insulation is
the most effectiveinsulation.

Mr Forbes—These are government choices, so these are options which could have been considered by
government, but government made the decision which they have in terms of the package.

Senator MILNE—Did your department give consideration to other forms of insulation?

Mr Forbes—The department has given consideration to a whole range of options with regard to energy
efficiency. But in this particular package, the government made the choices which are before the parliament.

Senator MILNE—Was there a decision to rule out retrofitting an electric system with an evacuated tube
for solar heating or was that an oversight? That is really important in a climate such as Tasmania’'s where an
evacuated tube system is much more effective as a solar hot water option—just as with the former rebate, you
would miss out under this package. Was that a technical oversight or an active decision to rule it out?

Mr Carter—We have had discussion around this issue previously in estimates. The current proposal is to
increase the rebate that is available and remove the means test from the existing program, and the guidelines
for that do not allow for evacuated tubes. We have indicated that we will be reviewing that program and, as |
discussed with you at estimates previoudy, there are some technical issues around the verification of the
performance of evacuated tubes because of the combination often with electric storage and the difficulty in
demonstrating the renewable energy certificate generation of that. But it is an issue that we are bringing into
the review of those guidelines.

Senator MILNE—The issue for me is that the review is not fast enough, because you are actively
excluding Tasmanian households from accessing solar hot water by not having evacuated tubes in there as part
of this mix. The UEFO states, ‘ capped at $1,600, per house, for ceiling insulation’. What would the average-
sized house be at $1,600 for ceiling insulation?

Mr Carter—I might answer that slightly differently. The average cost that we estimated was $1,200.
Senator MILNE—What size house is that?
Mr Carter—I do not have that information.
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Senator MILNE—What | am trying to establish is that, in order to access the $1,600, how many homes
will have to pay an additional amount, because you cannot insulate half a roof—half a ceiling? | am trying to
establish what sort of coverage we are talking about here. Finally, you said ‘combined with regulation,
ensuring all new homes have appropriate insulation’. Isit afact that the Building Code of Australia requires all
new homes and renovations to have ceiling insulation?

Mr Carter—The Building Code of Australia has requirementsinit for the thermal efficiency of the shell of
the building that includes insulation within that.

Senator M ILNE—Does that apply to all states equally?

Mr Carter—There are some differences in the application of the Building Code of Australia between
jurisdictions.

Senator MILNE—So, in the case of Tasmania, isit true that insulation is not compulsory?

Mr Carter—I am not across the specifics of the Tasmanian application.

Senator MILNE—I would suggest that a statement that says ‘ combined with regulations ensuring all new
homes have appropriateinsulation’ is a bit of a generalisation, because that is not the case?

Senator JOY CE—Thinking of the environment, what is the carbon footprint of producing $2.7 billion
worth of pink bats?

Mr Carter—We have not done calculations around the carbon footprint or emissions. The Department of
Climate Change is the department responsible for looking at carbon emissions and doing abatement and other
calculations around that.

Senator JOY CE—So how are you going to offset your $2.7 billion worth of predominantly fibreglass pink
bats?

Mr Carter—Sorry, Senator, | do not understand.

Senator JOYCE—This is the Department of the Environment, Water, Heritage and the Arts. We are
worried about carbon emissions. | am sure that Mr Rudd's government believes in offsetting the carbon
footprint. | just want to know how he is going to offset the carbon footprint of the production of $2.7 billion
worth of pink bats.

Mr Carter—There are quite arange of different types of cellinginsulation, soitisnot all fibreglass.
Senator JOY CE—What other forms of ceiling insulation are there?
Senator ABETZ—Does that include aluminium foil?

Mr Carter—There are certainly types of aluminium foil products that meet the Australian standard in their
configuration.

Senator ABETZ—A huge carbon footprint.

Senator JOY CE—Aluminiumis a very effective mechanism for refracting heat and is good for insulation?
Mr Carter—There are certainly insulation products that are made from reflective aluminium.

Senator JOY CE—Would we be using domestic aluminium for that or imported aluminium?

Mr Carter—I am not sure of how the insulation is manufactured and where the aluminium is sourced from.

Senator JOY CE—Over what period of time do you think this whole ceiling insulation program would
occur?

Mr Forbes—It would be done in 2%2 years.
Senator JOY CE—Do we have the capacity right now to produce those ceiling insulation bats?

Mr Forbes—We are of the understanding that the program can be delivered in 2% years and that the
production requirements for the insulation is available to achieve that. If there is a shortfall, the shortfall can
be made up through imports.

Senator JOY CE—Through imports? So if we cannot produce them in Australia, we will import the bats?
Are imported bats cheaper than Australian produced bats?

Mr For bes—I do not know the answer to that.

Senator JOY CE—But we have a program out there to buy $2.7 billion worth. Someone must have done
the sums. How did they come up with $2.7 billion?
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Mr Carter—We certainly have numbers on the average cost of installation in Australian homes and we
have discussed that with the industry associations.

Senator JOY CE—If you have the average cost, you must have the cost of insulation bats, which means
that you must know whether they are cheaper or dearer than an imported product. You must have put some
form of bat into that roof to come up with that cost.

Mr Carter—Yes. But we have not got the cost of imported bats.

Senator JOY CE—So you did your costing on domestic bats.

Mr Carter—We did the costing based on the information from installers on the cost of installation.
Senator JOY CE—And were installers suggesting domestically produced bats or imported bats?

Mr Carter—This is an averaging across a range of installation products that include fibreglass, rock wooal,
natural wool, polyester, polystyrene boards, |oose fill—there is quite a range of materials.

Senator JOY CE—Was that predominantly imported or predominantly domestically produced?
Mr Carter—It is predominantly domestically produced.

Senator JOY CE—How did you ascertain that 2.2 million homes need insulation? | know people say that
they know that. How do you know that?

Mr Carter—There have been some work down by the ABS in particular. | refer—
Senator JOY CE—Isthat a question on our census, isit?

Mr Carter—The ABS has produced reports such as Housing occupancy and costs, Australia, 2005-06 and
Environmental issues. energy issues and conservation—that was in March 2008. So there are—

Senator JOY CE—Do they relate that assessment to a specific question that they have given to househol ds
as to whether they have insulation?

Mr Carter—Yes.

Senator JOY CE—When was that survey done?

Mr Carter—It was conducted in March 2008.

Senator JOY CE—They did the survey in March 2008?

Mr Carter—Yes.

Senator JOY CE—What was the sample size that they used in that survey?

Mr Forbes—We will have to take that on notice and refer it to the Australian Bureau of Statistics. We do
not have that—

Senator JOY CE—I want to find out what the sampl e size was and where they actually did it. Next, a bit of
acrossover. | am drawing on the bigger picture. This whole debate has become so esoteric that we are trying to
draw some comparative analysis. You are involved with water, aren’t you, as part of your department’srole?

Mr Forbes—Yes.

Senator JOY CE—A this point in time, how much water is flowing into the Gulf of Carpentaria from the
floods?

Mr Forbes—I do not know the answer to that. We would have to take that on notice. Are you talking about
today? Are you talking about tomorrow? It would be quite variable.

Senator JOY CE—I am talking about now. We are seeing on the news a sea of water flowing into the gulf.
What portion of water actually—

Mr For bes—Over a month?

Senator JOY CE—Over a month, over aday, over the year. What portion, on average, of the water that falls
on the continent of Australia flows out into the gulf? | actually know the answer to this, but | want you to put it
onthe record.

Mr Forbes—We could do it on an average basis, but we would have to take that on notice.
Senator JOY CE—About 24 per cent. How much water is currently flowing out the mouth of the Murray?
Mr Forbes—My understanding is zero.
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Senator JOY CE—RIight. In all your negotiations about things to create a stimulus package around, did
anyone ever make a suggestion about joining the two dots? There is an immense amount of water flowing out
into the sea at one end of the nation and none flowing out at the other. Did anyone even go through a cursory
assessment of a major capital project related to that? Since we are now spending $42 hillion and we have a
$200 billion facility coming on line, did anyone look at some of these projects that actually provide a long-
termreturn to our nation? Were these things ever even suggested?

Mr Forbes—In the context of the package, we are asked to provide issues in relationship to energy
efficiency for housing. We were not directed to projects related to water.

Senator ABETZ—When were you asked about housing?

Mr Forbes—We initially received contact and had a meeting on 8 January.
Senator ABETZ—When were you told what was in the package?

Mr Forbes—I think it was 28 January.

Senator ABETZ—Thank you.

Senator JOYCE—So basically they said, ‘It's energy efficiency for housing. Don’'t cast your mind to
anything anywhere else. We're talking about energy efficiency for housing. That's what we want you to look
at.’

Mr Forbes—In this particular context, yes. There are other programs, of course, which relate to water and
water infrastructure.

Senator JOY CE—There were other things they were talking about?

Mr Forbes—Not in the context of this program, but there are other programs within government that—
Senator JOY CE—Arethey currently before you?

Mr Forbes—Not in this context.

Senator JOY CE—Are they proposing any programs?

Mr Forbes—I can only refer you to the Water for the Future program.

Senator JOY CE—So there is no impending surprise—no infrastructure package coming up that is going to
explore these issues?

Mr Forbes—How would you expect me to answer that question?

Senator JOY CE—Regarding energy efficiency, did you go into any of the energy efficiencies surrounding
rail, road or anything like that? Was there any consideration as far as the environment goes?

Mr For bes—We were asked to provide information regarding energy efficiency in terms of housing.
Senator JOY CE—Apart from Pink Batts, what energy efficiency issues for housing did you consider?

Mr Carter—To provide some context around our work on energy efficiency, we have been working for a
significant amount of time—a number of years—in the energy efficiency area. Last year we worked for
COAG consideration on a whole range of energy efficiency measures across all sectors, including
opportunities in the transport sector, and have provided a range of that advice. Some of that exists in programs
that you would be familiar with on minimum energy performance standards for appliances and equipment,
issues around lighting and those sorts of things.

Senator JOY CE—I know that they have said, ‘It's energy efficiency for housing,” and the purpose of my
guestioning is to narrow down the process of deliberation that came to the decision to go with Pink Batts. | just
want to know what was the second issue on the agenda after Pink Batts. If you did not go to Pink Batts, where
were you going to go next? What came second to Pink Batts?

Mr Forbes—In the context of the package, it also includes solar hot water.

Senator JOY CE—Solar hot water?

Mr Forbes—Yes; as part of the package.

Senator CAM ERON—Can | ask a question on thisin relation to—

Senator JOY CE—So Pink Batts first, solar hot water second—

CHAIR—Senator Joyce, thereis a question in relation to that very point that you just made.

FINANCE AND PUBLIC ADMINISTRATION



Friday, 6 February 2009 Senate F&PA 57

Senator JOY CE—So he wantsto interrupt.
Senator CAMERON—Yes.
Senator JOYCE—Aslong as| can.

Senator CAM ERON—There was an article in the Land on Wednesday and it seems to me that some in
rural industry are very keen on this whole package. The report quotes the AgForce Sheep and Wool Board
President, Brent Finlay.

Senator ABETZ—Thisis not on the point.

Senator CAM ERON—It is on the point.

Senator ABETZ—No. It isa stunt.

Senator CAM ERON—How would you know. | have not even asked the question.
CHAIR—Can wejust let him put the question, please.

Senator CAM ERON—Nostradamus, down there.

Senator ABETZ—You are so predictable; that is the problem.

Senator CAM ERON—It says that wool is a natural fibre, which isin keeping with the green aspect of this
scheme. He also goes on to say that if we adopted wool insulation it would create jobs and make homes more
energy efficient at a cost of $3.9 billion, and if wool insulation is used it would give the Australian wool
industry a much needed boost and potentially generate additional employment in rural areas. | would be keen
to help farmers, if it is possible, within this program. So it is not just Pink Batts; woal is a natural insulation.
Has that been considered?

Mr Forbes—We mentioned before that in terms of bulk insulation, it includes not only glass wool, which
includes Pink Batts, but rock or natural wool, polyester, polystyrene boards and loose fill.

Senator JOY CE—I want to ask a question on Senator Cameron’s question. Which is the most affordable:
Pink Batts or natural wool ?

Mr For bes—I do not have the answer.

Senator JOY CE—How many of your 2.2 million homes do you envisage to be insulated with natural
wool ?

Mr Forbes—At this stage we are not differentiating between different insulation types.

CHAIR—Thisisyour final question, Senator Joyce.

Senator JOY CE—Do you anticipate any houses to be insulated with natural wool ?

Mr Forbes—I| would have thought that there is a good chance that wool would be part of the mix.

Senator JOY CE—Has the—

CHAIR—We are going to Senator X enophon. That was your final question.

Senator JOY CE—Well, he interrupted me.

CHAIR—I have allowed you extratime.

Senator XENOPHON—I am happy to |let Senator Joyce have one question. | will be very quick.

Senator JOYCE—A final question. Have you had any instructions about preference towards the
installation of natural wool?

Mr Forbes—We have, had no instructionsin terms of any preference to any insulation material.

Senator JOY CE—Thank you very much.

Senator ABETZ—Imported or local.

Senator XENOPHON—I want to follow the questions that were asked by Senator Milne with regard to
energy efficiency. What consideration is being given to other measures in terms of water efficiency, low-flow
shower heads and grey water in the context of this package? That is something that is very critical in my home
state—the whole issue of water conservation. To what extent was that considered with respect to the
consideration of this package—in other words, the efficacy or the efficiency of that?

Mr Forbes—We provided advice with regard to energy efficiency for housing in this particular package.
Governments, in the end, have to make trade-offs about what is going to be the best for the certain objects they
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are achieving. In this particular case they made the choice that insulation was the most effective for what they
were attempting to achieve.

Senator XENOPHON—That was a trade-off that was made, but in reaching that decision what advice or
evidence was included or considered before that decision was made, given that if you have low-flow shower
heads and other water efficiency measures, that is also energy efficient? To what extent was the issue of
conserving water considered in the context of this package given that the crisis that many parts of this country
face involves water.

Mr Forbes—In the context, we were talking about energy efficiency, not about water. We were talking
about it in the context of energy efficiency for homesin terms of energy |oss and energy gain.

Senator ABETZ—BUt at least hot water is energy efficiency for the house.
Mr Forbes—Yes, | understand that. We included solar hot water.

Senator XENOPHON—We are talking about a stimulus package—spending the money and getting the
economy going. Why wasn't water conservation, such as installing grey water and other measures that would
save water, considered al ongside energy conservation in the context of this package?

Mr Forbes—The government made its choice to use insulation and solar hot water. That is the choice it
made. Otherwise, you would be asking me to comment on policy, and | am not in a position to do that.

Senator XENOPHON—So water missed out. In the context of the decisions made, that is a fair—
Mr Forbes—I am saying that the government made its decision with regard to the package which it chose.

Senator ABETZ—In determining energy efficiency—that was all part and parce of the government’s
alleged concern with carbon footprints et cetera—was consideration given to, say, polystyrene being knocked
out because it is a petrochemical type concoction? How do they make fibreglass? What sort of toxic fumes go
into the atmosphere in the production of some of these products? Was that taken into account at all?

Mr Carter—In our advice, we focused on the energy efficiency aspects, not on the life cycle issues that
might surround some of those insulation products.

Senator ABETZ—But surely, at the end of the day, it is the life cycle that we ought to be considering. |
would have thought a very good thing might have been to provide a subsidy for wooden floors, which are
carbon sinks, as opposed to concrete floors, which have an embodied carbon footprint which is absolutely
massive. | would have thought that an innovative government might have looked at some of these things—
looked at the totality of the life cycle rather than just the one-off. But wooden floors were not considered as

part of the package?
Mr Carter—Not that | am aware of, no.

Senator XENOPHON—The aged-care sector has approached my office, and they have a concern in
relation to the insulation package. Can you comment on your understanding of what they put to me: because it
works as a rebate for landlords, there is nothing in it for all those aged-care residential facilities, those homes
that are funded on a not-for-profit basis, in the sense that they will not be entitled to any rebate for insulation.
Was that considered in the context of this policy?

Mrs Wiley-Smith—No. In the Low Emission Plan for Renters, we are considering as part of that making
sure that those types of sectors are eligible. That is something that will be determined when we go through
some of the consultation processes we have planned with industry in the next few weeks.

Senator ABETZ—Wait a minute. You are still considering it, so it has not been nailed down, which once
again indicates how very quickly all of this has been slapped together.

Mr Forbes—Like most programs, once a determination of the envelope and its broad parameters has been
created, government is required to produce guiddines. Those guidelines allow you to make the boundaries
between what is eligible and what is not.

Senator ABETZ—Did the costs include all the aged-care facilities or not? | would have thought that might
have a huge impact on the actual amount that is in the documentation before me. Is it in the dollar figures or
isn'tit? If it is being considered, what will be the extra cost to it? Will the bank card limit be lifted above $200
billion?

Mr Forbes—It is a guideline question which we are attempting to work through at present in order for me
to be ableto give aclear indication of what isin it and what is not.
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Senator ABETZ—Yes, but was it costed in? Was it factored into the actual figure before us? Take it on
notice if need be. It isatechnical question.

CHAIR—Would you like to take that on notice?
Senator ABETZ—Time s short.
Mr Carter—Yes.

CHAIR—I thank the witnesses and departmental officers who have come before us this afternoon. Thank
you very much.
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[1.51 pm]
PATERSON, Mr Mark, AO, Secretary, Department of Innovation, I ndustry, Science and Research

McNALLY, Ms Carolyn, Executive Director, Infrastructure Investment Division, Department of
Infrastructure, Transport, Regional Development and L ocal Gover nment

O’'CONNELL, Ms Lyn, Deputy Secretary, Department of Infrastructure, Transport, Regional
Development and L ocal Gover nment

TONGUE, Mr Andrew, Deputy Secretary, Department of Infrastructure, Transport, Regional
Development and L ocal Gover nment

CHAIR—Welcome. Information on parliamentary privilege and the protection of witnessesin evidence has
been provided to you. As departmental officers, you will not be asked to give opinions on matters of policy,
although this does not preclude questions asking for explanations of policy or factual questions about when
and how policies were adopted. | will invite you to make a brief opening statement. At the conclusion of your
remarks | will invite members of the committee to put forward guestions. Does anyone have an opening
statement to make?

Ms O’Connell—My colleagues and | appear today to answer questions around the component of the
package related to the $890 million to support improvements to road safety and community infrastructure.

CHAIR—Thank you all for appearing before us.

Senator MILNE—I just want to ask afew questions in relation to the community infrastructure part of the
package. | note that you will only be digible under this opportunity if you had already put in an application by
23 December last year. | asked Treasury yesterday whether they considered in the infrastructure package
funding some of the cycle ways around the country, like the cycle link for the Sydney Harbour Bridge, for
example—a $25 million to $30 million type project. There are several others. Thereis a green corridor project
for Adelaide and several cycle ways. These are both infrastructure and consumer spending driven initiatives. If
you put in that infrastructure, you will have a lot of associated consumer spending as people gear up for it.
Firstly, do the guidelines underpinning this allow for the funding of cycle ways? Secondly, given that the
underpinning of this program is different from the stimulus package, ought we not have allowed for a dlight
variation in the guidelines?

Mr Tongue—I can handle that question. | note that cycleways can also be funded under other programs we
run where they are associated with major roadworks. Cycleways are not precluded in the guidelines for the
now $550 million program where they are associated with other works such as main street beautification and
cycleways. | also note, although it is not associated with the stimulus package, that councils can aso apply for
another amount of $250 million. Similarly, cycleways projects can come up in there.

Senator M ILNE—Isthat under the stimulus package? What is this $250 million?
Mr Tongue—That was announced with the original program late last year.
Senator MILNE—The Regional and Local Community Infrastructure Program?
Mr Tongue—That is right. They were part of a $300 million package.

Senator M1LNE—So something like the Sydney Harbour cycleway project—a $25 million to $30 million
project—woul d have been eligible under those guidelines?

Mr Tongue—If the relevant council or councils have applied under the program and it is associated with
other works then yes, the programs are aimed at local councils. The state government could not apply.

Senator MILNE—Why does it have to be associated with other works? Some of these cycleways clearly
would not be associated with other works. They are awork on their own.

Mr Tongue—That was a policy decision of the government, given that there were other roads programs
under which cycleways can be funded.

Senator MILNE—What are the guidelines that underpin this program? Do they include reducing
greenhouse gas emissions, reducing dependence on foreign ail or restructuring the transport sector? Are there
any guidelines in relation to the Regional and Local Community Infrastructure Program that go to reducing
emissions and transforming to a low-carbon economy?
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Mr Tongue—The areas of focus for the program are social and cultural infrastructure; recreational
facilities; tourism infrastructure; children, youth and seniors facilities, access facilities—boat ramps,
footbridges and so on; and environmental initiatives—drain and sewerage upgrades, recycling plants and so
forth. In that last component and, | would argue, in other components where councils have been creative yes,
projects | would call broadly environmental type projects are contempl ated.

Senator MILNE—I do not suppose you can tell me whether any cycleways were part of the bids that
closed by 23 December.

Mr Tongue—I would have to take that on notice.
Senator MILNE—Thank you. If you could let me know that would be good.
Mr Tongue—Shall do.

Senator ABETZ—Can | ask both departments when they were first asked to make a contribution to this
package? As a foll ow-up question, when were they told what was going to be in the final package?

Mr Pater son—It is difficult to respond precisely to that question because some of the measures that are
incorporated within the package that we have a palicy interest in have been matters considered in discussion
between the department and the government and with other agencies over time.

Senator ABETZ—I restrict my question to the context of this particular package. When did you first
become aware that this package was going to be devel oped and when were you asked to do some work on it? |
do not want or need to know what that work was.

Mr Pater son—The work that we undertook from our portfolio perspective was not explicitly done as part
of this package; it was something that had been devel oped over a period of time.

Senator ABETZ—AII right. When were you told what was actually in the final version?

Mr Pater son—I became aware of the final version of the detail when it was made public.
Senator ABETZ—When it was made public?

Mr Pater son—Yes.

Senator ABETZ—On the Tuesday when the Prime Minister announced it?

Mr Pater son—Correct.

Senator ABETZ—AII right. What about your department, Ms O’ Connell?

Ms O’ Connell—Many programsin our department were already underway—for example—

Senator ABETZ—I am sorry. | have to cut you off there. Time is very short. Very specifically, in relation to
this plan, when were you first told: ‘We want to announce a plan. What have you got for it? Were you ever
asked that question? It would not have beenin that form, of course, but you know what | mean.

Ms O’ Connell—Not in that form, but most of ours were ongoing programs. The programs were already in
existence and this was about—

Senator ABETZ—So we had this wonderful boom gate program already underway, did we?

Ms O’ Connell—We already monitor work with boom gates. We did not have a program in place for
funding of boom gates or the other components.

Senator ABETZ—When were you first asked? Normally boom gates, as | understand it, are not something
that the federal government pays for. When did that first come to light as an option?

Ms McNally—We have been providing information and advice to the government over the course of the
last 12 months on a range of matters relating to road transport and a number of options.

Senator ABETZ—With great respect, we know that.

M s McNally—These sorts of options have been included in some of that advice.

Senator ABETZ—Boom gates?

MsMcNally—Yes, Senator.

Senator ABETZ—So you had already supplied the actual amount of money for boom gates to Treasury?

M s McNally—We have been providing ongoing advice about the sorts of things that need to be done, and
the decision around the amount of money was a decision made by the government.
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Senator ABETZ—AII right. When were you told what was in the final package?

Ms McNally—Again, Senator, | was told on the finalisation of the announcement—the finalisation of the
package.

Senator ABETZ—Sorry—when the Prime Minister announced it publicly?

MsMcNally—Yes.

Senator ABETZ—Most other departments have admitted that, where they have a financial interest in the
package and have to administer something, they were told a number of days before the booklet went to the
printer. Just check up on that and see if there is a variation in the answer. We will take that on notice. Can |
ask—

Senator MOORE—Just a point of order: can | ask that the record state that the department ‘stated’ rather
than ‘admitted’ ? They gave their responsesin evidence, so it would be that they stated that they found out.

Senator ABETZ—Pleasg, that is awaste of—
Senator MOORE—Thank you.

Senator ABETZ—Senator Macdonald has reminded me. Ms O’ Connell, can | ask you as to when the
department—you as deputy secretary or the actual secretary of the department—found out about the content of
the package? | understand that Ms McNally may not have been actually told. It was in the context of the
department.

Ms O’ Connell—In terms of the overall package, the complete package, then—
Senator ABETZ—No, your components in the package.

Ms O’ Connell—Our components of the package had been provided in various forms and iterations to the
Department of Finance and Deregulation over a period of weeks.

Senator ABETZ—We have already been told that. When were you told what was in the final package?
Before you were told, you would not have known what was in it, | would have thought.

Ms O’ Connell—No, that isright.
Senator ABETZ—Right. So when were you told?

Ms O’ Connell—We were providing ongoing advice on various options that could or could not be a
component of the package.

Senator ABETZ—We know that, with respect.

Senator lan Macdonald interjecting—

Ms O’ Connell—I would have to—

CHAIR—Senator Macdonald, we have a question before the chair.

Senator IAN M ACDONAL D—When were you told what was in the package?

CHAIR—We have a question before the panel. Can we please observe some manners, as we have for the
entire day thus far, to allow the witness to answer before we jump in with another question. Thereis a question
there, Ms O’ Connéll, if you would like to respond.

Senator ABETZ—Time s very short, and that is why we are trying to push through.
Ms O’ Connell—I will ask the secretary of our department—
Senator ABETZ—Thank you. Take it on notice.

Ms O’ Connell—what time he was aware of the components of our package and | will come back to you
and give you that time.

Senator ABETZ—Thank you. Ms O’ Conndll has told us that the department had been in discussion with
Treasury, Prime Minister and Cabinet or whoever about a wish list. | was wondering, Mr Paterson, without
necessarily going to detail, whether you put any submissions to the government as to, in the likelihood of there
being a stimul us package, what might be important for your portfolio area interests?

Mr Tongue—Senator, could | just dive in there? Ms O’ Connell did not use the term ‘wish list’. We have
been providing policy advice over a period of time.

Ms O’ Connell—On a range of ongoing programs.
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Senator ABETZ—Sorry if | summarised it as a wish list. Did you wish for those things to be funded and
occur or did you just throw them up as ideas that you would not want implemented, please? Thisis a waste of
timeinavery, very constrained period of questioning. Mr Paterson, could | ask—

CHAIR—I think, Senator Abetz, that we always have to be mindful of the terminology. We are not casting
aspersions on anyone.

Senator ABETZ—But there is no aspersion about awish list.

CHAIR—There was clarification there in terms of thewish list.

Senator ABETZ—What is the aspersion about awish list? The oversensitivity is astounding.
Senator CAM ERON—Accuracy, we are looking for—accuracy.

Mr Pater son—Senator, we do not put forward wish lists to the government. As | have already indicated we
had provided advice to the government over a period of time on a number of the matters that are within the
package. We do not have policy responsibility for the implementation of any of the measures in the package
and there is no appropriation to my department as a result of the package, so we provided advice to
government on measures and some of those measures were included within the package.

Senator ABETZ—One of the departments, the Defence Housing Authority in fact, indicated to us that
when they got whiff that there might be another stimulus package they proactively wrote and said that they
would not mind, | think it was, 802 houses. They were proactive in that. | was wondering whether becoming
aware that there might be another stimulus package, did the department or departments proactively say to
those producing it that it might be an idea to include this or that from our portfolio? | do not need to know
what this or that might be.

Mr Pater son—I am sure my department and no doubt all of the departments that have appeared before you
today and yesterday have been proactive in providing policy advice to government on measures that the
government may wish to consider.

Senator ABETZ—Some were not, but look that is fine. Every other stimulus package in the world be it
Taiwan, China, Germany, Israel, the United Kingdom, all have a fairly important component for innovation.
Can you confirm to me that in this stimulus package there is not something that | have accidentally missed
whichwould in effect assist innovation?

Mr Pater son—I cannot make a judgement about whether you have missed an element of it. Thisis not a
package that is focused on that area of activity. You would be aware that the government has before it two
significant reports. One is often referred to as the Cutler report which was a review of the whole of the
national innovation system and the Bradley report which was areview of the higher education system. | would
expect measures associated with innovation and related issues to be dealt with when the government responds
to those two major reports.

Senator ABETZ—But because there is no more money left, if they were to respond that would ultimately
mean even greater debt above and beyond the $200 billion which is already being blown as we have been told.

Senator JOY CE—You are infrastructure, transport and regional development and local government. You
are there for the purpose of assessing different types of palicies and looking at them. Was there ever any
consideration for such projects asinland rail?

Ms M cNally—There was a significant amount of rail funding in the nation building 1 package provided to
ARTC.

Senator JOY CE—Inland rail was part of it or even considered?
MsMcNally—Yes.

Ms O’ Connell—If | can refer you to the nation building package before Christmas, there is a significant
rail component in there. That is different to this package.

Senator JOY CE—Including therail link from Brisbane down to Melbourne, isthat part of that package?

Ms O’Connell—This is publicly available on the net. | will ask Carolyn to let us know whether that is
specifically in there.

Ms McNally—Thereis a project in there, the Sydney to Brisbane line—new, extended and upgraded |oops
project.

Senator JOY CE—That is Sydney to Brisbane what about Brisbane to Melbourne which istheinland rail.
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M s McNally—Meéebourne to Junee.
Ms O’Connell—There are arange of rail projectsin here.
Senator JOY CE—Is the one that links Melbourne to Brisbane?

Ms O’ Connell—No, Senator, there is not one single whole link from Melbourne to Brisbane. There are a
range of things. There is the nation building package before Christmas, there is also consideration of the
Infrastructure Australia proposal s that are with that group at thistime.

CHAIR—Senator Joyce, we are going to move on to Senator Cameron and then to Senator Xenophon
because otherwise we are going to run out of time.

Senator CAM ERON—I am interested in the boom gates and Black Spots Program. | am interested in rural
and regional Australia, especially in New South Wales, and | am wondering where the bulk of this boom gate
spending will be. Will it bein rural and regional Australia?

MsMcNally—Yes, it will to beinrural and regional Australia.

Senator CAM ERON—Heas there been any economic analysis done in terms of the Black Spot Program,
the boom gates and the repairing of regional roads and what that would do to improve safety and how that
would come back into the economy with less cost to the health system due to road accidents and the like? Is
there any analysis like that?

Ms McNally—Yes, Senator. For example, under the Black Spot Program there has been some work done
that shows that every dollar spent on the Black Spot Program saves around $14 in reduced road trauma costs.
That is a piece of work that was done by the Bureau of Infrastructure, Transport and Regional Economics.

Senator CAM ERON—That has got a huge multiplier effect back into the economy.
MsMcNally—Yes, Senator.

Senator CAMERON—On the Black Spot Program, what, again, is a ratio between metropolitan and
regional and rural black spots? Is there any analysis on where the money would be spent on black spots?

Ms M cNally—The money for black spots is based on advice provided by advisory panels that are set up in
states and territories. They look at a range of mechanisms and undertake a road safety audit of the various
roads. The projects are then identified by their state and territory advisory panels using a combination of things
like crash history and expert advice on the appropriate treatment, and there is community consultation
undertaken as part of that. Then the nominations by those advisory panels are ranked according to a benefit
cost ratio or according to the road safety audit with the cut-off being the amount of funding that is available.
The more funding that is available the more of those projects we can fund.

Senator CAMERON—This would have a significant benefit both in health terms and economic terms for
regional and rural Australia.

MsMcNally—Yes, Senator.

Senator XENOPHON—How much is actually being spent on the rural communitiesin this package?
M s M cNally—I would have to take that on notice.

Senator XENOPHON—-Directly to the fund?

M s M cNally—We would have to take that on notice. The reason for that is, for example, under the Black
Spot Program we do take that advice from the state advisory panels based on crash history and so on. It would
really depend on which roads had the worst crash history—

Senator JOY CE—Directly to the fund?
M s M cNally—We would have to take that on notice.
Senator JOY CE—I will help you out—it is $20 million.

Ms M cNally—Senator, in relation to spending on regional and local communities we have included the
regional and local community infrastructure projects.

Senator XENOPHON—Given the dire state of the Murray-Darling Basin, to what extent were urgent
infrastructure programs considered in the context of this package? | am referring to the complaints from the
communities throughout the basin about issues of water conservation, issues of improving efficiencies in those
communities and also exceptional circumstances and other packages. Is that being supplemented in any way?
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Ms O’ Connell—They were not components of this department’s considerations. | think that they would be
under the department of environment and water’s considerations.

Senator XENOPHON—BuUt in terms of support for regional communities, it is constrained to direct
payments—

Mr Tongue—The regional and local community element of the package is targeted at local government.
Senator XENOPHON—BUt that would include water conservation and other issues—

Mr Tongue—That list of areas | have mentioned before—social, culture, infrastructure, recreation, tourism,
environmental initiatives and so on—contemplate a wide range of projects that councils may nominate.

CHAIR—In response to Senator Cameron’'s question, could you table any supporting documents on the
Black Spot Program?

Ms O’ Connell—Certainly, and we can provide the bureau report that my colleague was referring to on the
economic benefits.

Senator ABETZ—Isit going to be—
MsMcNally—Not in the form. It has been in different sorts of forms, Senator.

Senator ABETZ—Different manifestations. We were told that in relation to, for example, social housing
that there were very strict mechanisms in place to ensure that there would be no cost shifting by state
governments. Similar mechanisms in place in relation to the Black Spot Program and in particular the boom
gates program—given that state governments and especially Queensland, | understand, which has basically
spent absolutely nothing, has no forward budget on boom gates and is 100 per cent responsible for boom
gates—mean that there may well be no cost shifting but as a result we are rewarding very bad behaviour by the
Queend and government. What mechanisms are there?

Ms O’ Connell—We have mechanisms in place to ensure that there is not that cost shifting you refer to.
Carolyn will outline what those mechanisms are and also the mechanisms currently in place in terms of
managing current spending for most of these programs.

Senator ABETZ—Could | invite Ms McNally to put that on notice to us.
Senator IAN MACDONALD—The Queensland Premier—

CHAIR—Senator Macdonald, you have not been here all day. We have a time frame, and | am speaking as
chair. Thank you very much for coming along and giving your evidence today. | appreciate you taking the time
out. Travel safely. | thank Hansard and the secretariat and the members of the committee for their indulgence
in enabling change to our timetables. We are now adjourned until nine am on Monday.

Committee adjourned at 2.16 pm
CHAIR—Senator Abetz, your final question.

Senator ABETZ—Thank you, Chair. We were told that in relation to, for example, social housing, there
were very strict mechanisms in place to ensure that there would be no cost-shifting by state governments. Are
similar mechanismsin place in relation to the Black Spot Program and, in particular, the boom gates program,
given that the Queensland state government, | understand, basically has spent absolutely nothing, has no
forward budget for boom gates and is 100 per cent responsible for boom gates—

Senator CAM ERON—Thisis hardly a question.

Senator ABETZ—and, as aresult, there may well be no cost-shifting and as a result we are rewarding very
bad behaviour by the Queensland government? But what mechanisms are there?

Senator lan Macdonald interjecting—
CHAIR—Senator Macdonald, we have a final question before the chair and we are waiting for a response.

M s O’ Connell—We have mechanisms in place to ensure that there is not that cost-shifting that you referred
to. Carolyn will outline what those mechanisms are and also the mechanisms currently in place in terms of
managing current spending for most of these programs.

Senator ABETZ—Could | invite Ms McNally to give that to us on notice.
MsMcNally—Yes.
CHAIR—Can | just thank—
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Senator IAN MACDONAL D—But keep in mind that the Queensland Premier—
CHAIR—Senator Macdonal d—

Senator IAN M ACDONAL D—has promised to do this—

CHAIR—Senator Macdonal d—

Senator IAN M ACDONAL D—following a number of—

CHAIR—you have not been here all day. We have atime frame—

Senator IAN M ACDONAL D—bad accidents in the north—

CHAIR—and | am speaking as the chair.

Senator IAN MACDONALD—So | would beinterested to know what you are doing a relation to—

CHAIR—Thank you very much for coming along and giving your evidence today. | appreciate you taking
time out. Travel safely.

Senator CAM ERON—We apol ogise for the rudeness of Senator Macdonald.

CHAIR—I thank Hansard and | also thank the secretariat and the members of the committee for their
indulgence in the changes to our timetable. We are now adjourned until 9 am on Monday morning.

Committee adjourned at 2.16 pm

FINANCE AND PUBLIC ADMINISTRATION



