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The CHAIR — | declare open the Public Accounts and Estimates Committee hearing on the 2005-06
budget estimates for the portfolios of information and communication technology and consumer affairs. | welcome
the Honourable Marsha Thomson, Minigter for Information and Communication Technology and Minister for
Consumer Affairs; Mr Howard Ronaldson, secretary; Mr Bob McDonald, executive director, corporate resources;
Mr R. Straw, executive director, Multimedia Victoria, Department of Infrastructure; Ms Jane Treadwell, chief
information officer, Department of Premier and Cabinet; departmental officers, members of the public and media.

In accordance with guidelines for public hearings | remind members of the public that they cannot participate in the
committee proceedings. Only officers of the PAEC secretariat are to gpproach PAEC members. Departmental
officers, asrequested by the minister or her chief of staff, can approach the table during a hearing. Members of the
media are a so requested to observe the guidelines for filming or recording proceedingsin the Legidative Council
committee room.

All evidence taken by this committee is taken under the provisions of the Parliamentary Committees Act and is
protected from judicia review. However, any comments made outside the precincts of the hearing are not protected
by parliamentary privilege. All evidence given today is being recorded, and witnesses will be provided with proof
versions of the transcripts early next week. Could anyone who has a mobile phone please turn it off. | turn it over to
the minister for abrief presentation on the more complex financia performance information in her portfolio. We
havethis; it is appreciated. These will be tabled with our report to the Parliament, so the more succinct you are, the
happier we will be.

MsTHOMSON — I will beassuccinct as| can, but | am hoping that by also being pretty thorough with
my presentation it might answer some of the questions that you may aready have.

Mr FORWOOD — Not minel

MsTHOMSON — | am surethey will, Bill! Firstly, can | personally welcome Jane Treadwell. Most of
you will be aware that Patrick Hannan, who wasthe CIO in Victoria, unfortunately for persona and family reasons
had to move back to Sydney to be with family. But we are very fortunate to have acquired Jane from Centrelink.
Sheisabsolutely agreat tdent, and it is fantagtic to have awoman in the role of the CIO. | put that on record.

Mr RICH-PHILLIPS— Doesit make adifference?

MsTHOM SON — Absolutely! | want to aert people to the fact that Jane has now been with the
Victorian government for just over amonth and is settling in. | am looking forward to areally proactive agenda out
of the ClIO' s office and working very closdy with Jane.

Over heads shown.

MsTHOM SON — | want to start by showing you how things are arranged for us. | have responsibility
through both DOI and Premier and Cabinet, with the Office of the Chief Information Officer ditting in Premier and
Cabinet, and under the Department of Infrastructure we have Multimedia Victoria, which has responsibility for
broadband policy development, our ICT industry development and investment attraction, our programs around
communities and genera programs to improve peopl€e' s awareness of technology, particularly IT technology, and
how it can advance their own business activities.

Also within Multimedia Victoriain DOI isthe Office of the Chief Technology Officer, which ddiversthe
government ICT programs for whole-of-government infrastructure projects— an exampleis TPAMS — or
operational ones such as servicesin relation to Victoria Online, and manages our procurement contracts, like
Microsoft and those sorts of whole-of-government contracts. The chief information officer has responsbility —
together with Multimedia Victoria but is definitely the leader — in devel oping the next phase of our e-government
strategy and ensuring that we are looking at how we can use I'T and communicationsto improve the way we
provide services to the community and citizens. It is also responsible for looking a how our investmentsin ICT are
prioritised and ensuring that we are making the most of our investment in IT, the standardisation of our ICT
systemsto ensure that we are able to work across government seamlessly, and the consolidation of our ICT
infrastructure where that is appropriate.

I want to spend abit of time on this, because this might help clarify issues about how the office of the CIO works
with the CTO to carry out different types of projects. The chief information officer carries out alarge number of
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projects of varying sizeto lead our ICT strategy and management across the Victorian public service and to
assimilate transformation through innovative use of ICT. It is not necessarily all coming from the chief information
officer; most of the projects actualy come from agencies, but we are trying to create a culture of innovation in how
we use ICT and useit wisdly. The CIO and CTO collaborate to investigate opportunitiesfor ICT standardisation
and consolidation, with the Office of the Chief Information Officer being responsible for the validation of the
business case for aproject. | will say that we spend quite abit of time on the front end of the project work to ensure
that we are getting it right. The office of the CTO is responsible for actually carrying out the implementation of the
much larger across-government ICT system projects — he sees them through to implementation.

Onthe budget side, it goes across the portfolios. If you have alook at thisdide, it might help alittle bit as| explain
the differencesin the numbers. The reason for the mgjor variations, particularly in the case of e-government
infrastructure — as you can see there — the figure of $13 million for 2004-05 expected as against the target for
200405 actudly relatesto lower than expected capital expenditure impacting on depreciation and capital asset
charge. In asimilar way the increase in the budget in the 2005-06 budget for the ICT strategy and services actually
relates to an increased appreciation and capitd asset charge associated with the expected delivery of capita projects
in 2005-06.

Mr FORWOOD — Can you say that again?

MsTHOM SON — The capitd asset charges and depreciation that comes viathe formula from Treasury
iswhat isimpacting on those figures. That isbasically what we are saying.

Mr FORWOOD — | will ask aquestion about that.

MsTHOM SON — Y ou can ask aquestion about it, but that iswhat it is. Because we have spent so much
time on TPAMS in previous Public Accounts and Estimates Committee hearings we thought we would cover off
on TPAMS and Rosetta. | assume we will be spending moretime oniit, but | will cover it off. The TPAMS and
Rosettainitiatives are on target to be delivered within their overall budget projections. Since the preparation of the
2005-06 budget there has been a rephasing of expenditure, as has been shown in the tables that you have before
you. Itisjust arephasing; it will not affect the overall budget outcomes for the projects. In theingance of TPAMS,
therephasing is actualy dueto the fact that we did such agood dedl that departments are now looking at
opportunities to maximise what they may do within their own agencies around data and are taking the time to be
more strategic about their use of telecommunications. Also with the SmartONE order, this has increased the scope
of what we are doing in TPAMS, which sees the need for the rephasing of TPAMSto take in that significant
planning that will now have to be undertaken for that rollout.

Rosettaisin fact the directory of the government of our employees and inner agencies. It isrealy innovative, and
no other government in Australiais conducting a project of similar scope or complexity. This has meant that there
have been some delaysin the contractor being able to deliver on their scheduling, and therefore the paymentsto the
systemsintegrator have been delayed as a consequence.

Some outputs on this dide have been consolidated as part of DOI’ sreview into output structures. These are doneto
ensure that we are reporting in the best possible way to government — that is, to Parliament. That has been done
againinthisingtance. Inthe ICT projects and programs under way thisis actualy anew measure. It aggregates all
the projects and programs being done by the government to further devel op telecommunications, promote the
advanced use of ICT and addressthe digital divide. On alike-for-like basis, this reduces from 37 in 2004-05 to 30
in 2005-06 the amount of projects under work due to the completion of a number of the programs under
Connecting Victoria So the e-business programs have now been concluded and it bottoms out when the
telecommuni cations program has been concluded.

The ICT industry policy review isunder way. One additional policy review will be undertaken in 2005-06
compared to 2004-05 as we look to the next phasing of where our policy needsto develop. The export development
projects are aimed at our SME companies to become exporters of ICT products or services, which, of course,
complements our opening doorsto export policy. This has been increased for 2005-06 from 35 to 40.

These measures show again increasesin relaion to e-government and infrastructure projects under way. The target
for projects are around the T2, our mobile phones out of TPAMS; our PC procurement, as we have alook at
whether or not thereisvauein centrally purchasing our PCs across the VPS; the expected outcome of Six projects
for 2004-05 will exceed the target of 2005 due to data centre consolidation coming across from the CIO' s office.
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E-government infrastructure projects are under way. These are the eight projects for 2005-06. Oneis Rosetta, our
telecommunications carriage services T1, which | will refer to from hereon in as TCS. Three of those projectsare
under way. Thereisthe T2 mobile services trangition, and our enterprise content management implementation as
well.

In the office of the ClO 40 outputs were planned to be under way and completed by the Office of the Chief
Information Officer in 2004-05. These outputs comprise arange of projects and initiatives of varying sizes. They
range from strategic study through to reviews and advice, development of policies and standards, a
whole-of-government business case for magjor projects, such asthe data centre consolidation and shared services. In
all 40 outputs were completed or were under way with 90 per cent delivery to meet the critical success factors and
planned tolerances.

The CHAIR — Could the next two dides be taken as read?
MsTHOMSON — Yes.
The CHAIR — Would you like to make some concluding remarks?

MsTHOM SON — We have concluded some rather large projects, and certainly we will now be looking
at the next phase of delivery for our ICT policies, both in industry and our industry plan, theimplementation of the
broadband framework and & so the second phase of our Connecting Communities policy. We arelooking to rea
areas of the most vulnerable and needy to ensure that we are not developing adigital divide. | will conclude by
saying that some of the areas for uswill be the next phase of the e-government strategy as well.

The CHAIR — Thanks, Minigter. | want to take you to TPAMS, which has been a subject of discussion at
this committee over anumber of years. One of the objectives of that was to lower cost to government. My question
isinthree parts: firstly, what was the amount that TPAM S was able to lower the communication coststo
government; secondly, explain the method used to quantify these lowered costs; and thirdly, outline how the
government benefits on these lowered costs? | know that is along question, but we try to keep answersto
4 minutes, so see how you go.

MsTHOMSON — | will seehow | go. | think thisis an important one. Thisis probably the third year on
TPAMSand | think we are at apoint to be able to report on just what a good outcome this has been for the
Victorian government and for Victorians more broadly. We did have to struggle in relation to broadband, like
everyone does, around affordability and accessto infrastructure. They wereissuesfor usin relation to TPAMS. We
had looked at whether or not there was value in aggregating the spend of telecommunications and therefore being
able to use those savings to go into providing accessto data and putting that money into a more useful purpose than
just being chewed up on the existing services. We have done that for our fixed voice mobile and our data services.
We believe we have gotten a great outcome and have lowered the cost, which we believe will be seen in greater
bandwidth capacity being utilised by the departments and agencies.

Thetarget that was set for the project was to reduce the cost of telecommunications services to government by

$73 million over five years, that wasthe origind target. What we actually believe we now have gotten from the
contracts that we have entered into will be cost reductions of around $200 million over the five-year period, so it
has exceeded our expectations. | will explain how we have done this. The $200 million figure is based on alike for
like comparison, so if you actually take in the usage by government at the time that we went out to tender, what we
were actualy using, and factor in those known costs and ssimply apply the pricing that has been obtained through
the tender to that, that is the average cost reduction that we have cal cul ated.

Now we could have doneit adifferent way. We could have reversed that process and actually looked at the orders
that are going in for TPAMS, which are actually now greater, and calculated on that, and then the savings would
have been even greater again. But we have taken the more conservative view, doing it on current usage, not the
usage that has been ordered or is being ordered through the TPAMS process. | can give you acouple of examples.
If we have alook at the Department of Education and Training which has got just over 1600 sites, currently

400 schools are on 64 kilobits, 360 are on 128 to 256 kilobits, 680 are on 512 kilobits and 190 are on 4 megahits.
Post-TPAMS, and with the budget announcements al the schoolswill have a minimum of 4 megabits of fibre
optic. For 400 of these schoalsit isan increase in capacity of more than 60 times the speed. So if we have alook at
the cogting of that, onceit isfully implemented you are looking a around $43 million per annum for the usage of
that. If welook at it under pre- TPAMS pricing, to get this sort of bandwidth to the schoolsit would have cost
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around $100 million per annum. So that isared difference. | thought, given Mr Forwood was very keen on
whether or not he was going to get his BlackBerry — —

Mr FORWOOD — | got my BlackBerry!

MsTHOMSON — | know. Yes, | noticed that — you and just about every other member of Parliament.
Y ou cannot talk to anyone without them SM S-ing somebody else at the same time.

Mr FORWOOD — Except me— | can't doit.

MsTHOM SON — So | thought | would tell you about what has been arranged with the Parliament. |
thought you might be interested in the Parliament, which is also participating in the TPAM S arrangements. All
electorate officers are to receive an eightfold increase in bandwidth, so they will go from 64 kilobits to 512 kilobits,
or haf amegabit, for the same price that is being paid now — exactly the same price. In addition it is expected that
there will be reductionsin costsin relation to fixed voice of $150 000 per annum and on mobiles of $110 000 per
annum. So you can see that the cost reductions arein fact real, but we do expect that there will be take-up in the use
of bandwidth and the technology that | think provides more efficient and effective government.

The CHAIR — Thank you, Minister. That is great. Have we got copies of that overhead?
MsTHOM SON — Yes, wewill provide you with copies of that.
The CHAIR — Thank you.

Mr FORWOOD — Minigter, my question goes to your side and BP3, page 116 on e-government
infrastructure. Could you explain to the committee how the target for 2004-05 of $22.8 million and its expected
outcome of $13 million, adrop of $9.8 million, can be explained by changesin the capitd assets charge and
depreciation? | guess the first question is how much of the $22.8 million was originally budgeted as a capita assets
charge and depreciation, what was the value of the assets on which that was calculated, and why hasit now
dropped by $9.8 million, which is around about 80 per cent of the final outcome of $13 million?

MsTHOM SON — The reasons for the $9.8 million underspend is $10.1 million is depreciation and
capital assets charges associated with TPAMS, Rosettaand Victoria Online.

Mr FORWOOD — So of the origina $22.8 million, $10.1 million was going to be capital — —
MsTHOM SON — Yes, capital assets charges— —

Mr FORWOOD — Or more?

MsTHOM SON — For 200405, yes, that isright.

Mr FORWOOD — For 2004-05, of the $22.8 million, $10.1 million was capitd assets?

MsTHOM SON — Yes, depreciation and capital assets charges associated with TPAMS, Rosettaand
VictoriaOnline.

Mr FORWOOD — What was the totd value of the assetsfor TPAMS, Victoria Online and Rosettaon
which that figure of $10.1 million was calculated?

MsTHOMSON — In terms of TPAMS, $34.5 million, $13.2 million for Rosetta, and $4 million for
VictoriaOnline.

Mr FORWOOD — So what isthe reason that we no longer have a capital assets chargeon TPAMS and
Rosetta and why was depreciation not charged?

MsTHOM SON — It will be charged. Itisjust that it is rephased into 2005-06 because of the reasons that
| gave on the didewhichisup now inthe — —

Mr FORWOOD — Depreciation will be, but capital assetswill not. Isit not true that you have decided
that TPAMS and Rosettano longer attract a capital assets charge?
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Mr McDONALD — That isatechnical issue, Mr Forwood. It relatesto two things. Thereisanissue
related to the timing of capital expenditure, which | know you understand will have a relationship to when we
would actualy start to charge depreciation. So an asset is created, then depreciation will start to flow once the asset
is created, and the minister has indicated that the capital side of the program has been rephased. The second part
relates to the application of the capital assets charge, and there have been some changes to policy associated with
capita assets charges where it no longer appliesto intangible assets. In this case, where we are devel oping
intellectual property — and | suppose in the context software fitsinto that category — then capital assets charges
would no longer apply to software devel opment.

| think the easiest way to explainitisto say that at the original time of setting the budget there was aview around
what was required in capitd and the budgeting for depreciation and the capital assets charge was associated with
that split of the expenditure between purposes for capital and purposes for operating. Now that the capita is dower
than what was originaly estimated, which the minister has indicated, then depreciation is not flowing and because
some of the expenditure may be of arecurrent purpose, which we would then expense, equaly it would not apply.
Thirdly, with the capital assets chargeit will only apply to non-current physica assets, in accordance with Treasury

policy.
Mr FORWOOD — How much of TPAMS isintellectua property and how much is physical assets?

MsTHOMSON — Thereare not alot of physical assets associated with TPAMS a all. There arethe
LAN upgrades which have now been passed on to departments.

Mr FORWOOD — What would be useful for uswould beif, for each of those three projects— TPAMS,
VictoriaOnline and Rosetta— we could have asset value comprising physical assetsin one column and intangible
assetsin the other. Can you do that for us?

MsTHOM SON — We can attempt to do that for you. Theissue will be the two differential s between
Treasury and Financein onefinancial year, including software and in other years— —

Mr FORWOOD — | am not concerned about the financial year. What | am concerned about isthat the
total amount of the project at the end is going to comprise an asset value, and you can divide that up into — —

MsTHOM SON — We can do that — —
The CHAIR — It would be helpful to compare financia years. Y our suggestion isagood one.

MsTHOM SON — We can do it. The only thing, particularly with TPAMS, isthat it will have to wait
until the end of the project because there may be some actua physical assets associated with the project and we
cannot determine that at this point in time. We can give you what thereisto date, but in relation to 2005-06 it will
have to wait for the completion of the project.

Mr FORWOOD — Thanks.

MsROMANES— Minigter, you have mentioned that part of the capital spending on TPAMSis
infrastructure rollout, and there are targets related to infrastructure spending within TPAMS. Can you inform the
committee asto whether these targets will be met and what the benefits of the infrastructure will be?

MsTHOM SON — Thank you for this question. It gives me an opportunity talk alittle bit about the
infrastructure and make it very clear because there have been some messages going out which would have people
believe we actualy rolling out infrastructure. We are not. What we have done under the TPAMS project isto order,
effectively, services from telecommunications providers. In their bidding for TPAM S they have also included
infrastructure and in some instances this infrastructure is a commitment to roll out according to the government’s
requirements should they have won the tender process. So in the instance of schools where we have the
commitment of 4 megabits of data connection, it is not government infrastructure that will be rolled out, it will be
Teldtrainfrastructure rolled out at the expense of Telstra. It will be rolled out not just to the exchanges but to the
schools themselves. It will remain Telstra sinfrastructure, not ours.

If you look at DPI where they may require 2 megabits of data connection and there isno current broadband in a
town, then there will be arequirement to ensure that the exchanges are able to meet the demand of DPI. We needed
to clarify that point.
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| also want to make very clear that in the budget allocation under SmartONE that the money allocated over
four yearsfor SmartONE is actually for the use of the bandwidth, not for the provision of the bandwidth. Itis
actualy for the recurrent use of the bandwidth.

Mr CLARK — My question aso relates to the broadband rollout project and | want to pick up on two
aspectsinitidly. First of al, what arrangements has the government negotiated with Telstra about third-party access
to the broadband network? | seethat thereis an editoria in the Age saying it is going to give coverageto Victoria
from the Murray to the ocean and we would be living in anirvana of 4 megabit — —

MsTHOMSON — | think that is editorial licence.

Mr CLARK — That iswhat | would like to probe. In other words, has the government secured
guaranteed access for non-government users of Telstra servicesto tap into the 4 megabit network, and if so on what
terms have those rights been secured? Secondly, in relation to provision within government you have indicated that
departments will have to meet the costs out of their own budget. | think you said education definitely would take up
the 4 megabit capacity. In the example that you gave Parliament is going to 512 kilobytes because Parliament
cannot afford to take up any more than that under its existing budget, so what is going to be the charge-out
relationship between the central dedl and individual departments? That was something education officers were not
ableto tell uswhen they were before use. Can you provide us with some detail on that?

MsTHOM SON — On thefirst question, no, we have not entered into negotiations with Telstra about
accessto other carriers or providers. Theaim of TPAMS — —

Mr CLARK — | did not mean accessto other carriers, | meant the right of citizens— the public— to
access the Telstra 4-megabit network.

MsTHOM SON — The network that is being rolled out is Telstra s network. In relation to other people
having accesstoit, thisis not acheap exercise for Telstrato undertake. To doiit just for the government and
ultimately not provideit to business and the community would be very foolhardy as an exercise for them. It would
be avery poor investment indeed. The issue at the moment isto meet the government’ s needs and the requirements
to meet their contractual arrangements with us, so we are apriority. But we do not have to enter into contractual
arrangements with Telstra over who has accessto that asfar as business and what their customer base may be
because it is Telstra sinfrastructure; they can do what they like with it.

Mr CLARK — The second answer?

MsTHOM SON — In relation to the pricing, it isup to individual departments and agenciesto utilise the
pricing we have been able to negotiate. What is occurring now isthat the TPAMSteam — —

Can | take this opportunity to put on the record the fantastic job that has been done through DOI and Multimedia
Victoriaand the TPAM S team to produce the outcomes we have got. | do not think | have formally put it on the
record and | do want it on the record. They have worked their proverbias off in order to ensure that we get the best
outcome. They have been incredibly committed to getting the right outcomes for government and it is agreat result,
so | want to put on record my gratitude to them.

In relation to the way that will work, the TPAMS team is now talking to the agencies about what their demands
might be, what their rea needs are versus what they might ultimately like to have, and you could redligtically gart
achieving that and putting in realistic orders. Work isbeing done now to look at what can be done redigtically
within the budgets, utilising the new pricing under TPAM S and ensuring that that is worked through with each
agency and that they can take the full benefits that come with the price reductions.

Mr MERLINO — | refer you to page 117 of budget paper 3, and more specifically your responsibility for
ICT policy and programs. The ICT industry is obviously one where there are always new and emerging sectors
within it. Minister, can you inform the committee what programs are undertaken within your portfolio that support
the growth of emerging sectors within the ICT industry?

MsTHOM SON — Thank you for the question. Thisis an important issue for usin relation to the industry
and where we are progressing. Thisis an industry that changes very quickly. Aswe realised from the downturn that
virtually occurred overnight, new and emerging industries, opportunities and technology open up very quickly. As
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agovernment we need to be aware of what those opportunities may be. But what is even more important isthat the
industry itself is aware of the opportunities.

One of the issues we have, because we are such alarge SME base, is making sure that people understand the
benefits of working together and reaping the opportunities. We are a small market which must look to export if we
are going to have avibrant ICT sector. One of the things we have doneis to support the development of clusters. |
think last year | would have outlined some of those clusters. We have had two additional clusters added to that
current list. We have a cluster for the computer gamesindustry, for which we have some redlly leading-edge
development occurring. Over half of Australia s computer games industry isbased in Victoria. There are over

300 employees. We hel ped and supported the opening in April of thisyear of the Australian Games Innovation
Centre, whichisnow based in Victoria. We are the major sponsor of the Australian Game Devel opers Conference,
whichisheldin Victoria We support those companies heading off to E3, where they do get alot of business
coming from that. That was recently held in the United States of America. It isheld in the USA each year, and we
have aworldwide reputation for being able to produce some of the most innovative games, and hopefully in the
not-too-distant-future we will have the announcement of the first of the games developed on our Playstation 2
development kits that will have aworldwide market. | cannot pre-empt what it isgoing to look like or how it is
going to play, but for you guys who love war games, you will really enjoy this one because it is the Second World
War in the Pacific; you can al have alot of fun flying those aircraft and shooting down the enemy.

We aso have the e-learning cluster. We are world leaders in the development of e-learning tools, yet we do not use
them enough within our own educational experiences. It isbeing taken up in corporate areas with accelerating rate.
We believe there isagreat future for these companies. There are 180 members of that cluster. They held the first of
their e-learning symposiums in March of thisyear. Twelve of our companies attended the BETT educationd
technology show in the UK in January this year, and we are looking for some business outcomes in relation to that.
We aso helped sponsor the IDEA summer conference that they held in February. Victorianet, which | have
spoken about before, is now amodel that has been picked up in Queendand and is being run out of Queendand as
well, so we are looking forward to some more collaboration across that area. The two new oneswhich | should
cometo are RFID and ITS— the radio frequency identification cluster and the intelligent transport systems
cluster — two very important clusters. The reason why these are alittle different to our other onesisthat that are
cross-sectord. They takein retail, manufacturing, transport and logistics aswell. | am taking an unbelievable
number of these people acrossto Aichi. Weleave on Sunday. We thought we were taking 27. We are now taking
52. We have had to closeit off which isthefirst time ever that we have had to close off so far out from an actua
trip. We are taking them in clusters with agendas and itineraries that will meet the needs of theindividua clusters
that we are taking.

Mr RICH-PHILLIPS— Inasmilar area, can you make a distinction between the clusters you have just
spoken about and the export development projects that are listed in the budget papers, and aso | guess from your
answer if they are specific commercial projects, what funding is provided within this output group to support those
and how do they relate to the opening doors funding that is provided through DIIRD?

MsTHOM SON — They are not specifically commercial projects so we will clarify that in the first
instance. The export programs will be things like our trade fairs and missions program, where we do take our
companies and help sponsor them and subsidise them to go to these events. We are pretty strategic about that. We
have been very careful about matching our companies opportunities against what trade fairs and missions are out
there and that we will support. | guess the most recent example will have been thetrip to Indiathat we did in
November where deals were signed up while we were over there, so they took advantage of the commercia
opportunities, but they were not ones that we assisted them in monetary termsto do. So there is no commercia gain
init. We have had 88 grants to date given in relaion to our trade events, and we are anticipating export sales
around $195 million. That is year to date, so we should do a bit better than that. We try to meet the needs of our
companies through the trade missions that we support them through and on. We help prepare the material. Spotlight
on Victoriais one that we do, which is about presenting our Victorian companies for the overseas market, so they
can understand some of the capabilities that we have here. We provide that documentation, which is prepared by
us, and it demondtrates the breadth of the capahility that Victoriahasto offer in IT. Wedso useit asatool in
investment attraction, | might add. So wework on that level in reation to the companies. We provide a bit of
facilitation, where we believe there is an export opportunity or acompany has identified an export opportunity but
needs another I'T company, or larger I'T company that would complement what they are doing that might be
overseas based in hel ping provide the opportunity to meet with them and make contact with them in some way, and
we would facilitate that kind of activity. So | hope that goes some way to explain — —
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Mr RICH-PHILLIPS— Someway. | am wondering if you can provide perhapsaligt of the 35 for the
current year so the committee has a better understanding of what you mean by the export development projects, and
asointermsof your facilitation activities, isthat not duplicating the work that is done by DIIRD? How do you
make the distinction between DIIRD’ sareaand your area and why are you both in the facilitation business?

MsTHOM SON — We have responshility for the facilitation for ICT industry. DIIRD does not do that.
We do that. However, in the business development area where they have business development programsin place,
we do not do those. So thereis very clear delineation between DIIRD and Multimedia Victoriawhich is understood
by both departments, and we work very closely together to make sure that we are not overlapping, but more
importantly that we are trying to ensure that there are no gapsin the servicesthat we can provide. We also try and
complement and work with the commonwealth as well. So where we can what we are attempting to do isto get
complementary work being done not just across government but acrossjurisdictions. | might say we aretaking, |
think, 52 acrossto Aichi for the IT conference, and Austrade has managed to find four IT companies across
Australiato go to Aichi so | think our record of being able to organise trade mission delegationsis very good. Can |
say onething— —

Mr RICH-PHILLIPS— Austrade sis the same as normadl.

MsTHOMSON — | will take this opportunity to say that | have met with my federd counterpart, Helen
Coonan. | am hoping that from those discussions, which | thought were the most positive | have ever had with my
counterpartinthe I T area, | am hoping we might be able to work more collaboratively together and improve our
capacity to get greater outcomes for our companies.

Mr RICH-PHILLIPS— Just on the dollars — you could perhaps take this on notice— are you able to
tell us of this output group, how much of that funding is committed to your export programs?

MsTHOMSON — Yes, we can do that.

MsGREEN — Minister, | refer to you page 116 of budget paper 3 relating to e-government infrastructure
projects under way. Could you please provide details of whole-of-government ICT projects that have been
undertaken that have delivered savings to government?

MsTHOM SON — I think it isimportant we understand what the potentid isfor usto capitalise on the
whole-of-government and what we can do in relation to projects. The most obviousoneis TPAMS, and we have
probably covered the savings there and it speaks for itself. The other one probably that came as a bit of asurprise
was the Victorian office telephony services for which we were able to get 21 000 effectively telephone handsets
connected — what isthat 5-digit number that we dl dial internaly at Parliament House or into the agencies from
Parliament House? We were able to conclude that with NEC and it achieved cost savings of around $5 million over
afive-year period. That was probably a much better outcome than we expected to get. We thought we would
probably come out cost neutral at best in relation to that, so we have actually managed to do that well.

| think the other thing we have done well with too isthe establishment of the e-services panel for the whole of
government for those lower-cost IT projects that may be undertaken, which meansthere is less administrative work
for departmentsin letting the contract and all the work isfront ended. It also has some additional spin-offsfor our
Victorian SMEswho find it much easier to enter into and gain contracts through the government through that
process.

Mr FORWOOD — Minister, you might care to take this on notice as well. | wonder if you could provide
the committee with alist of the 30 ICT projects and programs under way shown in ICT policy and programs on
page 117 of budget paper 3, and the dollars that attach to them, and the 50 programs on page 175 of budget paper 3
under ICT strategy and services and the dollars that attach to them? | do not expect you to do it now, but that would
be useful.

MsTHOM SON — We will certainly be able to provide you with alist of the projects. Whether we can
give you acomprehensive list of dollars attached — we will do our best endeavours.

The CHAIR — Minigter, you referred in your presentation to the broadband framework. Could you
elaborate on the objectives of the framework and outline some of the benefits of it?
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MsTHOMSON — Yes, | am happy to do that because the broadband framework for usis now our
overarching document that looks at how we can utilise the way that we provide our services using the technology in
abetter way. We have six drategies under the broadband framework, so if | can outline those I might be ableto
give you some good examples of how we are utilising the framework to advance what we are doing.

Thefirstisin relation to the aggregation of our telecommunications spend, and the outcomes | have gone through
so | am not going to go through that one again, except to say that without TPAMS and that negotiated outcome,
then the ability to use $89 million to provide 4 megabits to schools would not have been able to be done. That is
over afour-year period. We talked about $43 million versus $100 million so we would not have been ableto do it
without the outcomes of that.

Strategy 2 isleading broadband use. To that end the Humeregional broadband digital imaging project isan areaiin
the north-east of the state where we have funded and supported the digitalisation of radiography up there. The links
between the major hospitals and the minor hospitas linking to base hospitals, and ultimately being ableto link to
GPs, isafantagtic initiative. | actualy got to see a GP talking, at the same time they were looking at animagein
relation to a patient, to the base hospital at Wodonga, and able to get a specidist’ s advice on how they should deal
with what was abreak. It just means that we are really now going to be in a position to have this technology
ensuring that all Victorians over time will have accessto the very best specialists advice and care, no matter where
they arein Victoria. | think these are greet initiatives.

| also want to talk about the Yarra Valley enriched learning environment which | announced out of our broadband
innovation fund, which is about utilising the school networks. So we have got seven secondary or post-primary
colleges and about 40 primary schools all linked in James Merlino’sarea. It covers part of his electorate.

Mr FORWOOD — About one-tenth.

MsTHOM SON — It redlly is about enabling teachers to devel op online curriculum together. There will
be atraining for teachers; it will be ableto link in parents, and we are helping to provide support for that to occur so
that parents can keep in touch with the school and ensure that their kids work isbeing done. Thereis) alot of
innovation in that area. It isonly going to be limited by their imagination asto how that will go, and we arereally
looking out for that.

Thereisonethat | particularly want to mention in relation to our regional mobile digital mammography project,
which is being jointly funded with Human Services and also some federal funding. But | just want to talk alittle bit
about what we are doing here because thisis leading edge. Digital imaging is not new; that is not new technology.
It isleading-edge technology, but it is being applied across the world. But what isafirst for the world will be the
fact that we will have thisimaging available in mobile vans. So what it will mean for women in country Victoriais
that when they go and have their breast screen done, if something iswrong, instead of waiting for lengthy periods
of timefor film to travel down to Melbourne to be looked at, where there may be some issuesfor that to come back
to suggest retesting and all those sorts of things, it can be done immediately. It meansthat on the spat, if thereisan
image up there that the staff within the van have concern about, they can have that image transmitted immediately,
looked at by someone who isa specidist in the field who may be able to indicate immediately what further action
may be required or needed to be done, or whether thereisjust afault in the actual image.

Thishasgot to be areal rdief for women in country Victoriawho do not have to leave where there support baseis;
they do not haveto sit there worrying as to whether or not there is something that they have to do; it will be dealt
with in afar more efficient way. It can mean that if further treatment is required it will be done more effectively and
inamoretimely way, s0 it could change the whole prognosis for the woman involved.

Mr CLARK — Can | come back to the TPAMS contract and ask about two aspects of it? Firgt of all, can
you provide the committee with the scale of the charges that are going to be paid by the government in acquiring
the various services from TPAMS? Y ou are shaking your head; presumably you are going to tell usitis
commercia in confidence?

MsTHOM SON — Commercia in confidence, yes.

Mr CLARK — Perhapsyou could tell ustherefore why you say it is commercia in confidence. The
second aspect of my question isthat in an era of falling telecoms costs, and naturally as time goes on you would
expect telecommuni cations charges would diminish or the per unit cost prices would diminish, what assessments
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have you done of the savingsthat are being achieved to government by TPAMS over and above the sorts of
savings that would have flowed anyway from the general climate of falling telecommunications charges?

MsTHOMSON — Can | just say to start off with that thereis no better ded that has been done anywhere
in Austrdia than the one the Victorian government has now done with TPAMS; there is no better deal on offer to
provide that kind of outcome.

Mr CLARK — | would like the evidence to demonstrate that.

MsTHOM SON — We cannot give the costings— it is commercia in confidence. The actual individua
price reductions cannot be given out, but the fact that we have lowered the costs to government by around
$200 million over five yearsisasignificant cost reduction in anybody’ s estimation. The fact isthat we are going to
see over $100 million of infrastructure rolling out that will not be at government expense but at the expense of the
telecommuni cations companies. Not al of that isfibre— some of that will just be upgradesto DSL exchanges that
will be associated with the Optus rollout of $20 million. Also there isinfrastructure around mobile aswell with the
$6.5 million Telstrais spending on the new EV DO mobile broadband service rollouts of a hundred base stations.
When you consider the size of what we are looking at — 4000 government sites, 40 000 voice circuits,
25 000 mohile services and data that is 15 to 40 per cent better — it isjust an incredible achievement. We are
getting our mobile and voice services up to 40 per cent cheaper than before. But you are not seeing those kinds of
percentages. Let' s not talk about — —

Mr CLARK — You can go and get free Internet-based tel ephone services quite readily off the Web. This
magnitude of reductions, whileit is obvioudy good news, is not necessarily the result of the contract versusthe
general declinein telecom prices. What | am saying is: give usthe evidence that supports dl the things you are
telling us about what agood dedl thisis.

MsTHOM SON — We cannot give you the actud pricing. The pricing isthe lowest — —
Mr FORWOOD — Y ou can, but you won't.

MsTHOMSON — Itiscommercid in confidence, and theissueis that these are ongoing. In your
instance about will you continue to gain the benefitsif costs continue to reduce, the answer is yes, because TPAMS
istwo years with an option for an additional one plus one plus one. We are talking about being able to look at what
pricing isdoing and take that into account with TPAMS. We have done that deliberately, understanding that the
telecommuni cations market is aways changing, and we have accepted that. | can tell you there has been alot of
work done by the department in relation to the costs to corporates and what they are receiving from their
telecommunications buy, what other governments are paying for their telecommunications buy, and in relation to
that we can have great confidence that we have put in place the best possible deal availablein Australiafor what we
are getting.

MsROMANES— Minigter, on page 117 of budget paper 3 thereisreference to particular investment
projects under way. With your responsibility for investment attraction for the ICT industry, can you provide the
committee with details of what action istaken to attract ICT investment into Victoria?

MsTHOM SON — Thank you very much for the question in relation to this. We are probably at an
important crossroadsin the ICT industry. The market is getting more buoyant and there are greater opportunities. It
is certainly the most global marketplace that you could find. When we talk about agloba economy, certainly IT is
whereit redly is. It isto that end that it is very important that, if we are going to have astrong ICT sector here with
our own companies, we must also have avery strong presence of large corporationsin order to achieve the
reputation that we need to have globaly.

We have been fairly successful in relation to that. In September 2004, | opened a 300-seat devel opment centre for
Satyam, one of India slargest IT companies. They are highly skilled jobs that have cometo Victoria. It isthefirst
centre that Satyam has set up that is as large asthis— thereisno larger one outside of India. That is significant. It
isalso sgnificant for those who have gained those jobs. Thisisgiving Victorians accessto agloba market and to
global projects. It isgoing to be agreat experience for them. As| said, they are 300 highly skilled jobs.

Hitachi has invested $10 million to undertake research and development into fibre to the home and isdoing that in
collaboration with one of our small-to-medium companies here in Victoria, CEOS. Thiswas actualy facilitated
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through our trade fairs and missions program that actually linked Hitachi and CEOS together. LogicaCMG
established a 24/7 globa monitoring facility herein Melbourne. That actualy came out of an approach and a
meeting we had with Logica CM G dso in India. Hansen announced in February of thisyear the opening of anew
development centre in Melbourne which also islooking at that highly skilled area. It will look after and service
customers outside of North America. Aswe bring in these companies, they then talk about the capabilities of the
Victorian industry and that helpsto gain a greater reputation for us internationally and gives us the opportunity to
talk about collaborative work that can be done with our SMEs. In their own right they would not get access
necessarily to the global market at al, because they are too small, but with a partner that aready has accessto
global markets, it gives them a capacity to do that.

Thereisone other thing | want to mention too — out of my visit in November to Indial had discussons — —
The CHAIR — Can you conclude on that, because you have had 5 minutes.

MsTHOM SON — I will conclude on this one point. In relation to this, in Indiain November | was able
to meet with the industry minister for the state of Karnataka and to enter into an agreement that we would sign an
MOU with that state. The Premier did that in April of thisyear, and that will mean greater tiesto what isavery
large IT multinational player and give us access to new and emerging markets.

Mr FORWOOD — Minister, | refer you to therole of CIO. | wonder if you could, firgtly, advisethe
committee whether you till believe the division of the structure with part of the ClO being in Premiers and the rest
of it being in Infrastructure is still appropriate at thistime and when you anticipate that the CIO will moveinto
Infrastructure — or perhapsthe other stuff from Infrastructure will move into Premiers. Secondly, | wonder if you
could advise the committee whether or not the review and advice function of the CIO covers situations such as that
which you find on pages 49 and 50 of BP3, where you see that Education decided it wanted to have a 1:5 or better
computer-to-student ratio and fell way short of itstargets in both early and middle years. Has the Cl1O been
consulted by the department of education on how best it can go about reaching the targetsit set and which it
continually fallsway short of?

MsTHOM SON — On the separation of the chief information officer and the chief technical officer, the
reason the office of the Cl1O was put within the Department of Premier and Cabinet in the first place was to ensure
that all agencies understood the importance of the office; it was an overarching strategy. The agency was seen as
neutral, in asense. It could actually lead without having an agenda of its own, and that is very important.

Mr FORWOOD — We will send that to Terry; he will be pleased to hear that!

MsTHOM SON — Hewill be pleased, because theissue for agenciesisthat other agencies are greater
usersof IT and will have prioritiesfor what they may need. The lead agency, as projects are being developed and
business cases are being sought, does have to come at it with clean hands and aneutral position, and the
Department of Premier and Cabinet does that. The Department of Premier and Cabinet also has aleadership role—
thereis no doubt about that — across government, which isonly proper and correct, and it is utilising that role that
the CIO’ s office has established at Premier and Cabinet. There are anumber of priority areas that need to be
completed that have commenced. Any changesto the actual housing or location of the chief information officer
will, of course, be at the discretion of the Premier, as any machinery of government changes are, but at this point it
is properly and strategically placed.

Mr FORWOOD — And education?

MsTHOMSON — Inrdationto I T projectsthat have been commenced — and agencies will continue to
undertake I T projects— it is not the intention of the office to actualy buy in on every IT project that is undertaken
by government. What the office will be interested in isits strategic whole-of-government application, and whether
or not it may have some purpose for which it may assist whole-of-government strategy.

Inrelation to individua IT projects, some departments do utilise the CIO for advice. In that project | do not believe
the education department has, but that project has been under way for along period of time, not ashort period of
time.

Mr FORWOOD — But you as minister would be concerned that it is falling some way short — —
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The CHAIR — Thank you, minigter.

Mr FORWOOD — Hang on.

The CHAIR — Thank you, minigter.

Mr FORWOOD — Sheisin the middle of her — —
The CHAIR — The minister has— —

Mr FORWOOD — No, you stopped the minister talking!
The CHAIR — The minister hasreplied.

Mr FORWOOD — No, you stopped her!

The CHAIR — The minister had replied.

Mr FORWOOD — Y ou stopped her!

The CHAIR — The minister had concluded her answer.
Mr RICH-PHILLIPS— You interrupted her.

The CHAIR — And | want to thank those in attendance for their contribution this morning. | appreciate
thefact that the withesses have attended. | aso appreciate the fact that alarge number of people, up until today,
have spent alot of time preparing for this hearing, so thank you very much.

Witnesses withdrew.
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