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The CHAIR — | declare open the Public Accounts and Estimates Committee hearings on the 2005-06
budget estimates for the Treasury, State and Regiond Development and Innovation portfolios.

| welcome the Honourable John Brumby, Minister for State and Regional Development and Minister for
Innovation, Ms Fran Thorn, secretary; Ms Jane Nial, deputy secretary, business development; and Mr Kerry
Murphy, chief executive officer, Department of Innovation, Industry and Regiona Development, departmental
officers, members of the public and the media.

In accordance with guidelines for public hearings | remind members of the public that they cannot participate in
committee hearings. Only officers of the PAEC secretariat are to approach PAEC members. Departmental officers,
as requested by the minister or his chief of staff, can gpproach the table during the hearing. PAEC members who
wish to provide documentation to the minister can do so viathe PAEC secretariat. Members of the mediaare also
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 very shortly.

Beforel call onthe minister to give abrief presentation on the more complex financial and performance
information that relates to the budget estimates for state and regional development and innovation | ask that all
mobile phones be turned off and that pagers be put to silent.

The minister has the opportunity to give a 10-minute presentation with overheads. If he wishesto abbreviate that,
that isfine. Then we will have questions for 50 minutes on these two portfolios.

Over heads shown.

Mr BRUMBY — | will run through some dides very quickly and will try to focus on three areas—
firgtly, what the department is doing in terms of internationalisation; secondly, innovation; and thirdly, looking at
the devel opment of the whole state. Our output groups within the department now affect those five areas which are
listed on the dide.

| just want to go back to mentioning the stronger international focus of the department. Y ou are all aware of the
increasingly global nature of the economy and the increased flows of trade in goods and services, so the department
has been increasing its effort in terms of itsinternational linkages and exposure. We now have three specia trade
envoys responsible for North Asia, Indiaand the Middle East. We have opened, since we last met, anew Victorian
government business office in Shanghai, which was recently opened by the Minister for Manufacturing and Export.
We will also have anew office, recently committed to by the Premier on hisvisit to Bangalore, opened later this
year.

| have rel eased a China strategy, and we have country strategies for Indiaand Japan to follow. | think you are aware
of the significant presence we havein Aichi in Japan, which remains crucia to usin terms of our trading
relationships. We have also done very well in terms of increasing direct flightsin and out of Melbourne. That
internationa focusisimportant, and we have taken alot of stepsin that direction.

Ontheinvestment side, | am pleased with the results of the department. Asyou are aware from the budget
documents, on the measures on private businessinvestment per capita Victoria continues to comfortably exceed the
national average. | am particularly pleased that Invest Victoria, which we set up last year, was recently ranked as
the third-best investment promotion agency in the world. That was assessed against 178 agenciesby a
London-based firm. We have recently been successful with a number of mgor investments. Hawker de Havilland,
which was announced jointly with the federal minister lan McFarlaneis abig project for Victoria, and of course
there have been othersthat you are aware of.

Ontheinnovation side— and | am happy to leave the committee with a copy of these dides— innovation is of
course amgjor driver of growth in the devel oped world. We just took out some statistics the other day to try to
benchmark Victorid s performance versusthe rest of Australia and indeed the rest of the world. Y ou will seethere
that whether you are looking at research and devel opment, whether you are looking at the 100 fastest-growing
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small and medium enterprises (SMEs), whether you are looking at BRW stop 100, whether you arelooking at
biotech or whether you are looking at National Health and Medical Research Council funding, Victoriais doing
exceptiondly well.

I recently made a speech on thisto the Davos Future Summit, and again | am happy to make that available to the
committee to look at some of these trends over time. It isavery impressive story for our date.

In relation to the innovation agenda, we have anumber of programs. We have talked about these before. | guess our
biggest singleinitiative isthe science and technology infrastructure (ST1) program. Thefocusis set out on this
dide—that is, lifting capabilities, improving infrastructure, focusing on commercialisation, building skills and
encouraging new collaborations, particularly internationally.

This dide shows what we are doing. | recently managed the third round of the STI initiative. Y ou would have seen
some of the press on that, particularly on the tissue repair centre— that is, the Bernard O’ Brien Indtitute of
Microsurgery. We had an open day recently at the synchrotron, and | know that a number of members of
Parliament from all sides of the political fence visted. It was afantastic day. There were 12 000 people there. If
ever you doubted the appetite of Victorians for new investment and science and technology, you would certainly
put those doubts behind you with 12 000 on the open day. With biotech, | recently visited Israel and whilethere |
announced a$US6 million — by theway, that isthe first Austrdia-Israel fund in biotechnology or R & D, anditis
Victoriathat has provided the leadership and the funds.

There are anumber of other outcomesin innovation, such asfilm. When | was herelast year, if | recall correctly, |
was asked some questions about the new film studios. | am pleased to say that this year more than $170 million of
film production has gone through the studios. Anyone who has been around Mebourne in the last couple of months
will know of Ghost Rider and Charlotte’ s Web pluslocal productions. It has been a stunning success, and we have
come from close to the bottom of the film league ladder to virtualy the top.

There are other initiatives, such asthose in environmental technologiesand ICT. | will make some points about
regiona development. Obvioudy with natural gas we have announced 29 towns which will have natura gas, a
hugerollout, literally the biggest in Victoria since the 1970s. Tens of thousands of households have been
connected. There are huge savings, and it will have ahuge economic impact. | am sure| will be asked about that
later.

The other programsinclude the Make it Happen in Provincia Victoria campaign; the Next Generation food
strategy; the Regiona Investment initiative; and the Regiona Business Investment Ready program, which isagreat
initiative that | recently launched in partnership with the Nationa Australiabank on its business network; the ST
grants program, which shifted more of that effort into country Victoria. One of the programs we promised at the
2002 dection — that is, CRISP which is the community regional industry skills program — has been very
successful in lifting skill levels for existing enterprisesin country Victoria

That shows the stunning success which isoccurring in provincia Victoria Certainly not all of that isdueto
government policies, but | think government policies have created a positive framework for growth. On thisdide
you can see the rates of population growth. In the last year we were at 1.2 per cent. In fact during anumber of years
inthe 1990s, asyou can see, it was negative. We see al the outcomes being very positivein the future, provided of
courseit rainsin the next couple of weeks.

This dide shows funding from the Regional Infrastructure Development Fund. Every local government areaiin
Victoria has received funding from RIDF-.

MsTHORN — Queensliff.
Mr BRUMBY — Bar one, which is Queenscliff. It has been a great program.

This next dide shows regiond investment facilitated by the department. It goes back over the years. It shows any
department investments when the department works with industry and hel psfacilitate investments. Again this year
we have achieved our target well ahead of schedule.

Looking ahead, the priorities are to continue to drive population and jobs growth. Regional Development Victoria
also does agreat job managing some of the economic impacts. We were probably the key agency after the
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bushfires of 18 months ago in getting out there with a program to get confidence, investment and tourists back into
country areas affected by bushfires. We have done that with drought aswell, and with investment attraction,
tourism and economic growth. | think that’ sit.

The CHAIR — Y ou take the prize for punctuality. Well done!
Mr BRUMBY — Seven minutes!

The CHAIR — My question goes to budget paper 3, pages 810 9, where we look at the Victorian
government’ sfirst home buyers grant. For a start, could you outline what new initiatives come through in this?
Sorry. | am excited about the first home buyers grant.

Mr CLARK — Asweall ought to be. That is dead right.
Mr FORWOOD — Did you read the wrong question?
The CHAIR — No. Heiskeen to get into Treasury.

Mr BRUMBY — | will defend the Chair here. It isamajor regiond initiative because around athird of all
the grants have gone to non-metropolitan Victoria. That isthe way we have structured it, because you end up with
more money in your pocket if you buy ahousethat is below the median value. Typically house pricesin alot of the
smaller country towns and provincial centresand, | am sure, many places in the north-east are below the average
median price for the sate. Y ou actually end up with cash in your pocket. Fully one-third of dl of the grants have
gone to non-metropolitan Victoria. So it has been agrest fillip to economic growth in provincia Victoriaand |
think it is an appropriate first question.

Mr FORWOOD — Minister, my question to you isin your capacity as minister responsible for state
development and | ask: when did you first become aware that the developer of the Hilton on the Park development
was threatening to pull out of Victoria, and how did you become aware of that? Did you discuss the project with
senior figuresin the Australian Labor Party, and did you receive representations on behalf of the developer?

The CHAIR — Inrelation to questions on the ALP, that is not relevant to Public Accounts and Estimates
Committee. We are talking about state and regiond development.

Mr BRUMBY — Let me go through this because | know that the Premier was asked about these matters
yesterday. There are no secrets about this. Here is an article from the Age of 17 December 2004. It is headed
‘Tilting at the Hilton in Melbourne' s eastern bloc'. It talks about delaysin the project and says:

Peeved at this procrastination, property group Thakral secured the ear of state and regional development minister, John Brumby, whoin
turn whispered to Ms Delahunty and the deal was done.

That is the newspaper story, but you would not believe everything you read in the newspaper. There have been no
secrets about this. The company wrote to me last year on 13 October. That |etter in part has been rel eased under
freedom of information, as you are aware, Mr Forwood, and the only elements of that which have been deleted are
commercia-in-confidence matters which have protected the company concerned. In turn, on the advice of my
department | wrote on 14 December 2004 to the Minister for Planning. | am happy to table this | etter today, and |
said:

| write to seek your agreement to amend the Melbourne Planning Scheme under the powers pursuant to section 20(4) of the Planning

and Environment Act 1987, to facilitate the redevel opment of the Hilton on the Park Hotel ...

Et cetera. Theredlity with this development isthat it is not uncommon with devel opment issues across the Sate,
which involve complex planning decisions, for devel opers to sometimes approach my department whosejob it isto
facilitate investment. | am sure, Mr Forwooaod, as you know, many of the staff who work in that department are
longstanding. lan Munro, for example, who heads up this unit has been awarded with Australia Day honoursin the
past for his effortsin terms of industry development in this state. Developers often do that. They approach the
department because sometimes these things, asthey do under all governments, get caught up in red tape.

In this case the devel opers wrote to me. | referred to my department. lan Munro and the chief of staff in my office,
Pam Anders, met with the developers. | did not meet with them. | wrote to the minister urging her to facilitate the
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project. | am surewith al of these projects there will be people who support them and people who do not. The fact
isitisagood project. That hotel isin a prime position and to be honest it isrun down. Itisin alocation — —

Mr FORWOOD — The Hilton you are talking about?
Mr BRUMBY — The Hilton. That iswhat we are talking about, isn't it?
Mr FORWOOD — And the MCG next door and the high rise next to that.

Mr BRUMBY — When you say high rise, | am not the Minister for Planning but | understand the height
which has been gpproved is less than the height of the Epworth Hospital. It isthat correct? | would not describeit as
ahighrise. Itisin aprime position. Cities haveto invest in urban renewal. If they do not, people do not visit them
and stay at hotels.

| think it was around Melbourne Cup day. | was watching television. | think it was around the time of the Spring
Racing Carniva. One of the races | think was either sponsored, or the cup was presented, by someone representing
the Hilton Hotel. | remember it because it stuck in my mind from television. They said they were upgrading their
hotelsin Sydney, Addaide and Perth. And | went away thinking, ‘What is happening in Melbourne? . Theredlity is
this project had become delayed. It is not unusua for me or my department to make representations to urge projects
to be facilitated. It has always been thus under governments of dl political persuasions. That isall that occurred in
this case. There is nothing new or secret about it. In fact the Age reported on the matter in December last year.

Asto other elements, it isimportant to note theissue of the caling-in is now under appeal in the Supreme Court. In
a sense some of those matters are sub judice. | have given you avery full, open and frank answer today as you
would expect me to do with public accounts, but | probably cannot go into any more detail than that given, that the
issue of the actud calling-in which is amatter under peopl€e’'slegd rightsis being tested in the Supreme Court.

Mr FORWOOD — Nicetry.
Mr MERLINO — Isthat the best you have got, Bill?
Mr FORWOOD — Oh no, lots moreto go, lots more.

MsROMANES— Treasurer, | have aquestion relating to the energy, technology and innovation
drategy. When the government announced this strategy you indicated that the government expected additiona
funding and support from industry and the federal government by the low-emission technology fund and the
development of large pre-commercialisation demonstration plants trialling new brown coal technology. What
proportion of capital and operating costs does the government anticipate receiving from industry and the federa
government? If thisis not forthcoming, will the overall cost of the strategy increase? Could you give us some key
milestones and time lines for thisinitiative?

Mr BRUMBY — Victoriais actudly thefirst state to have put aside money for this program. Y ou will be
aware that in the last federal election the commonwealth government promised $500 million towards a nationa
drategy if it was re-elected. | should say that in the budget last night we were abit disappointed because | am
advised that there was $177.5 million over four years for the low-emission technology fund. Thereisno
commentary or state breakdown. We welcome $177 million but | note the el ection commitment was for
$500 million. It isfor afive-year program so presumably that means there will be $322.5 million in thefifth year.
Wewould prefer to seethat, | haveto say, brought forward alittle.

Having said that, we have put aside $103 million over five years so we have put aside dmost as much asthe
commonwealth has put asidein four years. We arethefirst sate to set that aside. We anticipate receiving project
proposals later thisyear. Invest Victoria has aready sought proposals internationally because thiswill be avery
hotly contested proposition. In terms of greenhouse it offers extraordinary benefitsfor the state. Thereis

$83.5 million to explore the development of large pre-commercia demonstration plants which will trial new, clean,
brown coal technology. Brown codl is actually afantastic resource. Thereis more energy resource in the Latrobe
Valley than thereisin the North West Shelf. People often think about the North West Shelf and all that gas and
they see the big ships go off to China. Thereis actually more energy resource in the Latrobe Valey. When you
burn it, though, it iswet and it emits greenhouse emissions. If you can get the water out of codl, it isavery good
low-cost fuel. What we are trying to do is put substantial resources into alarge-scale demonstration plant.
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Matching that, | should say, we have $16 million for research and development into alternative energies. We are
aso funding the Centre for Energy and Greenhouse Technologies. We have been funding that at $5 million ayear
and itisagreat program. We aso included in the budget $4 million to trial geosequestration in the Otway Basin. If
you can produce energy from coal and put carbon dioxide underground, then you have zero emissions. Providing it
can be done environmentally, that is avery nice outcome as well. We are actually going to put the money aside and
trid that in the Otway Basin. It isavery exciting proposal, particularly in the sense that Victoria can have its cake
and eat it too and continue to generate, using low-cost brown coa resources, giving our economy a competitive
advantage, but significantly reducing those greenhouse emissions over time.

Mr FORWOOD — Minister, despite your attempts to shut me down through using sub judice, let me ask
you this question.

Mr MERLINO — Why do you hot ask a question on the budget, Bill?

Mr FORWOOD — | am asking aquestion of Mr Brumby in his capacity as Minister for State and
Regiona Devel opment.

Mr MERLINO — You clearly cannot.

Mr FORWOOD — Y our letter to the Minister for Planning was dated 14 December 2004. Are you aware
that the date of the minister’ s calling in isthe very same date, 14 December. Everybody knows that Mary
Delahunty’ s desk was known as the black hole and whatever went in never came out — —

The CHAIR — We are not talking about the Minister for Planning.

Mr FORWOOD — Could you explain to the committee how you were able to get a same-day turnaround
on this particular call-in?

The CHAIR — Before you answer that question, Minister, | am not familiar with what goes on the
Supreme Court in detail, but in looking at the reportsin today’ s paper, it states that the case in the Supreme Court is
challenging the validity of the claim that the project is of state significance and urgency because of the games.
Obvioudy | have not been sitting in the Supreme Court listening to, | think, Mr Southwell, QC’ s presentation, but |
do caution both members of PAEC and other witnesses that they must be mindful of casesthat are before the
Supreme Court and any issuesin relation to sub judice. | do not know the exact application or what hisfull
presentation is, but | do make that point in relation to what is reported in this morning’ s newspaper.

Mr BRUMBY — Redly, Mr Forwood, | think | gave you avery long and detailed answer before and
probably | am not obliged to, if one wantsto note that this matter is before the Supreme Court, but you have asked
the question and | will answer it. As| said before, the company wrote to me. Thereis nothing unusual about
companies writing to me; they do it al the time. Often they write to say what agrest job we aredoing in Victoria,
and | thank them for that. Sometimes they write and say — —

Mr FORWOOD — ‘Y ou are not doing such agood job'!

Mr BRUMBY — ‘A project isdelayed, can you help uswith it? . That isthe job of our department; that is
what we pride ourselves on. Mr Murphy is here today as the head of regional development, Victoria and the thing
he prides himself on is getting investment projects up and delivered in provincia Victoria. If you spoketo lan
Munro — you probably know him because he worked under the former government as well — you would know
that he prides himself on making sure projects are able to be facilitated. He had the meeting with the company. He
believed the project was of merit and he had discussions with the Department of Sustainability and Environment.
Again, thisis quite common across government; departments do talk to each other. So in respect of your question
about how isit that this decision was taken on the day | wrote, it isnot asurprise at al because the department
would have been saying to DSE, ‘We see this as a project that should be facilitated and that is our view; and the
minister will be writing to you with that view’. And that iswhat | did. There are no surprisesin this. You aretrying
to makeit asurprise. Asl said, it isaready a matter which has been aired in the media. It is a matter that was dedlt
with by my department; it is no different to any other planning or regulatory process where sometimes you get
ddaysanditismy job as Minigter for State and Regional Development — that iswhat my titleis, ‘ State
development’ — and the job of the department to, where appropriate, facilitate investment, and that iswhat we do.
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Mr SOMYUREK — Minister, in budget paper 3 at page 137, DIIRD has a performance measures for
‘Towns with works commenced to enable connection under the natural gas extension program’. My question has
three parts. Firstly, how many towns are to be connected under this scheme; secondly, what is the price consumers
will pay for gas, once connected; and thirdly, how doesthis compare to costs for gasin other communities?

Mr BRUMBY — Thank you for that. Asyou saw from the dide before, we have now connected — well,
we have gpproved the connection of — 29 towns under the natural gas extension program. | should say that we
have not finished yet; there are more announcements to come. This has been an extraordinary program initsreach
across the state from some of the outer metropolitan fringe council areas right through to some of the more remote
parts of Victoria. Port Fairy being connected to gasin turn triggered a substantial investment by Glaxo Smith Kline
in Port Fairy at its fine chemicals plant.

On the question of tariffs— and | am pleased you asked that because there has been quite a bit of misinformation
about this— thetariff for aresidential user under the natural gas extension program will average around $14 a
giggjoule. Some people have claimed, erroneoudly, that thisis— and | quote — ‘more than other Victorians pay’.
Let mejust give you some examples. Thetariff for an average Victorian residentia user, including fixed charges,
varies from approximately $10 to $18. That istherange, $10 to $18. The natural gas extension program averages
$14. If you wereto fill an 88T, 45-kilogram tank with L PG today it would cost you $80. The natural gas equivalent
to fill that will be $35. It isadramatic saving; it is under half the price, so the savings per household will be $600 to
$1200 ayear.

Y ou asked about the price. When we look at other states, and the strength of thisin terms of driving the
compstitiveness of Victoriafor our small business and households, Mt Gambier in South Austraiawas recently
connected. The average tariff thereis between $19 and $21 agiggjoule. In Riverland, again in South Austrdia, the
average is$18 to $20 agigajoule; and in New South Wales, Parkes and Forbes were recently connected and their
priceis between $15 and $17 agiggoule. The other thing isthat in Victoria under this program some towns were
connected in the 1980s and 1990s dong the Murray River. People connected under our program are paying no
more than places like Cobram, Y arrawonga and Rutherglen, and paying less than Mildura. | am pleased you asked
methis question. It isagreat program.

| was out in the Y arra Ranges the other day and | think there are 6000 households out there— that is a conservative
estimate of the number of households. They will save, on average, $1000 ayear. The saving in that area going into
that economy in after-tax disposable income is $6 million ayear; it ishuge. Plus, of course, you have tens of
millions of dollars of investment which is going in from the gas company concerned; so you are going to seejob
opportunities created, small businesses becoming much more competitive; and probably, from a state perspective,
the biggest single increase in disposable income that a state government could ever give afamily. These are huge
increases for most families— much bigger than Mr Costdll0’ stax cutslast night.

Mr FORWOOD — Miniger, everybody knows that you were the member for Bendigo in the Hawke
government, and everybody knows, of course, that Mr Kolomanski was an associate of Mr Hawkeinthe VITAB
fiasco. Everybody knows that Bob Hawke isthe door opener for the Labor Party. Right? So come on, Minister.
How many times did Mr Hawke speak to you on behdf of Mr Kolomanski in relation to this devel opment?

Mr BRUMBY — | have got to say | read recently you were retiring from politicsand | thought that next
year's public accounts would be the last hurrah, but we are seeing it today.

Mr FORWOOD — | will be back next year. So will you. Right?

Mr BRUMBY — We are seeing it today.

Mr FORWOOD — So you are saying you have never spoken to Bob Hawke on thisissue.
The CHAIR — Heis speaking.

Mr BRUMBY — That is correct.

Mr FORWOOD — That isgood for the record.
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MsGREEN — In budget paper 3 on page 133 there is a performance measure for business accessing
STl-funded infrastructure. Could you outline for the committee any examples of Victorian businesses successfully
tendering for construction contracts to actualy build thisinfrastructure?

Mr BRUMBY — | can, and thank you for the question. | mentioned the open day recently which attracted
12 000 people. Thisisagreat project. We now have something like 3000 scientists who are signed on to useit. We
have, asyou know, $25 million of commitments towards the first tranche of beam linesfrom CSIRO, from
Anstow, from Melbourne University, from Monash and from New Zedland. Thisisa stunning success, and | am
pleased to say today one of the examplesis a contract of $5.5 million which hasjust been awarded to a Cheltenham
company, Metaltec Precision International, to supply the key Austradian Synchrotron components.

So you are seeing thisinvestment of $207 million, a huge number of jobs being provided in that and somewhere |
have got alist of al of the contracts that have been let to local companies. But let me say about Metaltec, it will
supply the specia ultra stable pedestals and the girdersthat will carry the magnets and the associated equipment
that areredlly at the heart of the machine. | forget the number but there are a couple of hundred magnets; something
like 200 magnets in the synchrotron. M etaltec was chosen because it had state-of-the-art equipment and a highly
skilled work force, and manufactures herein Victoria

This has been a brilliant project, brilliant for the state, and al of the internationa visitors who come here know
about the synchrotron. It has been great for Australia and great for Melbourne and Monash University.

Mr BAXTER — Minister, sport is obvioudy one of the key factorsin attracting people to country
Victoriaand you referred to growth. Country footbal has been struggling a bit over recent years. The Rura and
Regiona Services and Devel opment Committee of the Parliament made a recommendation with regard to assisting
country football clubs. Does this budget include any alocation to meet the recommendations of that committee?

Mr BRUMBY — The government last year allocated, | think it was $2 million, roughly, for a country
football groundsimprovement program. If my memory is correct, haf of that was provided through my department
and | think half through Minister Thwaites s Department for Victorian Communities, and my understanding is that
those funds have been largely expended. They were announced, asyou will recal, following the drought and
before the conclusion of the committee’ swork to address some of the issues with country grounds, particularly
because of the drought, lack of water, the hardness of the surface, the injuries and so on. | remember announcing
some of those grants mysdlf. | visited the Golden Square football ground in Bendigo and the Kilmore football
ground, which has produced many grest footballers over the years, including some great Collingwood footballers
but not of recent times. And in relation to the budget and the extra funding, there was extrafunding — —

Mr BAXTER — What you have outlined | acknowledge, but as you have acknowledged that predated the
committee’ s recommendation. | am trying to ascertain whether the actual committee recommendations have been
taken up and funds have been alocated?

Mr BRUMBY — Can | take that on notice? | should say there is nothing to prohibit or restrict any small
town wanting to apply for money for sporting improvements under our Small Towns program, and indeed | have
got to say | would like to see some more small towns do that. As you know, we do al sorts of projects under
that — that is $5 million ayear; an increasing number of what | would call urban improvement, civic
landscape-streetscape in the smaler country towns, and community halls. We have done some in the water area,
water recycling for things like golf courses and so on, but | think it would be an eminently appropriate use for the
Small Towns funds for improving those facilities. | agree with the nub of your question, Mr Baxter, that sporting
facilities and the quality of them are important in terms of quality of life and we do need to keep afocuson that. |
will come back to you on the specifics.

Mr MERLINO — Minigter, in budget paper 3 at page 136, in those performance measures for new
investment facilitated and announced in regiona Victoria, do any sectors stand out as marked contributorsto job
growth inregiona Victoria?

Mr BRUMBY — Our target for new investment facilitated in regional Victoria, atarget whichis set by
RDV and endorsed by me asthe miniter, is $600 million per annum. | am delighted to say that this year, to the end
of March, investment levels have in fact exceeded $900 million, so after nine months, and we have seen the
creation of something like 1320 new jobs. Y ou will recall there wasagraph | think | put up earlier which had
investment facilitated — that is, the regional investment — if you look at that and haveit in front of you, you see at
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the dark line at the end, that is for nine months up to May. Thereisabit more to go so we will get very closeto the
record 2003-04 level and well in excess, asyou see, of the $600 million which has been achieved four of the last
fiveyears.

If you look at sectors, there has been arange of sectors. The food industry continuesto be avery strong industry for
us. But the other one that really stands out is the resources sector, and it isinteresting to look at the statistics on this.
If you go to Bendigo and Bendigo Mining's new Carshalton goldmining project where dl of the planning
approvals have been provided and work is about to start, that is something like about $138 million into the local
economy with potentially up to 500 jobsin that, and | might say it isaso agood example, going back to an earlier
guestion Mr Forwood asked, of aproject that has been around for awhile. It isabig project which involves
complex regulatory approvas. My department has been vigilant the whole way through in making sure that project
gets up, gets approved, gets developed, because we think it isagood project and it generatesjobs and investment.
So if you want to ask me about that one, there are plenty of |etters | have written on that one aswell to see that
project devel oped.

Perseverance Corporation, the Fosterville goldmine, would be another one, and in fact we worked with that
company and assisted them with agrant for water recycling so that it is not using potable water for the goldmine
and isusing some of the recycled water, and in turn there iswater availablefor local farmers and agricultural use.
Perseverance s project is something like 150 jobs. Stawell Gold Mines exploration program, if successful, could be
upto 100 jobs.

Of course the other oneis* lluka Resources mineral sands. Again, it isan areawhere | am delighted to say that
Regiona Development Victoria has been very active with that proposal. If you look at the mineral sands industry,
20yearsago alot of it wasin Queendand on Fraser Idand, then it moved to New South Wales. It isaways
environmentally senditive because usudly it is sand and it is beaches. Mogt of the industry at the moment isover in
WA but it isbeing mined out, it isin sensitive areas, and there is no doubt in my mind that we have the possibility
of seeing thisindustry moved to the Murray Basin in Victoria over the next decade if we are good enough to attract
the investment and if theright infrastructureisin place.

[luka made a $270 million investment; it is doing processing at Hamilton which again we assisted in facilitating. It
needs water and alot of water can come out of the rivers or the Wimmera system or it can come out of recycled
water. Under our Regiona Infrastructure Development Fund we provided $1 million for recycling of Hamilton's
water supply. Itisamagjor recycling project. It provides class A water which isthen able to be used by the
processing plant. It isawin-win for everyone. Resources sector has been a huge driver of growth and | think going
forward with Ilukathere are more possihilities ahead.

Ontop of dl of that you have had record exploration obvioudy in gas, and | saw some figures on thisthe other day.
Petroleum exploration in Victoriain 2004 was $104.6 million while private industry mineral exploration
expenditure reached $52.4 million. So we are seeing record exploration, record investment and great prospects
going forward. It has been avery strong driver of jobs growth.

Mr FORWOOD — Minister, you would be aware that Bendigo Mining Ltd put together a video when it
went on its capital-raising roadshow. The video featured myself as the shadow minister, the mayor and awhole lot
of people from Bendigo. Could you explain to the committee why no-one from the government was prepared to

participate?

Mr BRUMBY — If my recollection is correct, we put alot of work into this project over recent years and
know the principa of the company, Mr Doug Buerger, very well. As| recall, the issue was whether it is appropriate
for agovernment minister to appear in avideo which isused by acompany for equity fundraising. The advice | got
from my department wasthat it was not appropriate. So on occasions when the principd of the company brought to
Melbourne some potentia investors— and indeed | remember having a meeting with some of those investors with
the company, | think it was at the Windsor Hotel — | was happy to say that the government supports the project,
what we have done to facilitate it and what agood investment Victoria had, but we draw the line at appearing in
promotional material which is used to solicit private equity. That wasthe advice | got, and | think it is sound
advice. Y ou can imagine that for someone like me, if | crossed that line | would be spending virtually half of my
working week — 40 hours— just doing videos for people promoting investment opportunities.

Mr FORWOOD — Mr Theophanous?
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Mr BRUMBY — | think the answer isthe same for ministers of the Crown, and | would be surprised if it
was not the same under the former government in the 1990s.

The CHAIR — Inrelation to budget paper 3, page 132, the Department of Innovation, Industry and
Regiona Development has a performance measure to provide 270 companies with assistance for technology
uptake — —

Mr FORWOOD — Excuse me, minewas afollow up — —
The CHAIR — Okay. It wasafollow-up. | will moveto Mr Clark.

Mr CLARK — Thank you, Chair. My question relates to the synchrotron and to the user groups and to
the funding for the ongoing operation of the synchrotron. Last year you told the committee that you had probably
well in excess of nine potentia user groups, and Ms Niall told the committee that we had more than nine user
groups working at the moment. Y our target thisyear isfor an expected outcome of nine user groups. Can you tell
the committee what the current state is with the number of user groups that are up and running, and do you remain
confident that you will be able to secure dl of the ongoing operationa costs of the synchrotron from sources other
than the Victorian government?

Mr BRUMBY — | might ask either the secretary or Ms Niall to add to my answer, but we gtill anticipate
those nine groups. We are ahead of schedule. Those nine groups are essentially the nine beam lines which will be
put in place with the opening. | ill expect it to be oversubscribed. That is the pattern around the world and dl the
indications that we are getting from the committees that advise us on this, particularly Professor Frank Larkins, are
that that will still be the expectation going forward. As| said in my introductory remarks, we aready have
$25 million committed from Melbourne, Monash, New Zedand, the Australian National Nuclear Research and
Development Organisation and CSIRO and there are some more to come in the next couple of months. So we are
on track.

In terms of longer-term ongoing operational funding it is certainly our view that thisis aresponshbility for the
national government and for user groups; that has always been the case. Y ou might recall that thiswas originally a
project which was proposed by the nationa government — —

Mr CLARK — And you pre-empted it, if | recdl correctly.
Mr BRUMBY — Wedid not pre-empt — —
Mr CLARK — Y ou jumped the gun on the national bidding.

Mr BRUMBY — That is not correct. On the capital side we committed to a higher level of funding, so it
was aways a project that the commonwealth said was under a national infrastructure program, and in every country
around the world national governments support ingtitutions of thistype. So we are not engaging in a public debate
about this. We are working through the appropriate channels, through the federal government, through the national
advisory bodies, through the science minister, the higher education minister, the industry minister, the chief
scientist and others. We have put that view and we understand that that view isbeing carefully considered. Soitisa
nationa facility. Asthe vice-chancellor of Monash University has said, it would be unthinkable —
extraordinary — if there was no federal contribution to a project of thistype in the future. So we are working
through the channels; we are doing it quite congtructively and we are making progress. For our part, our
commitment wasto build it and to get the nine additional beam linesin place. It is on track to do that.

Just on the operating costs, my understanding is that the annua operating costs are around $15 million ayear. Last
year | saw some claims, which | understand were opposition claims, that the operating costs would be around

$55 million ayear. That isjust not right; it isalazy assessment. Thisisamodern facility which is quite different to
the older European facilities such as ESRF, Soleil and Daresbury. As| said, the operating costs are amatter which
isbeing pursued. Thetota national research spend by the federal government is about $3 billion. Thisisthe most
important piece of new national scientific infrastructure in the last two decades. So it hasagrest fit and it is
supported. We now have more than 3000 scientists signed on. It enjoysahigh level of support amongst other sate
governments, the science community and the business community.
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At virtualy every national scientific gathering that | go to, scientists from right around Australia get up and praise
the Victorian government’ s leadership on the synchrotron. At the recent Clunies Ross awards Dr Fiona Wood, who
you might recall treated many of the burns victims after Bali, recelved an award. She is absolutely fanatical about
the synchrotron. SheisaWestern Austrdian; sheis not a Victorian. She got up in front of 400 peopleto say that
thiswas the most important thing that has happened in Austrdiafor 25 years. At the recent GlaxoSmithKline
national science awards the winner got up and also prai sed the synchrotron and the leadership of the Victorian
government. It isagreat thing and we are working through this with the commonwealth. We are not having a
public debate, we are having asensible discussion and we think we will achieve a positive outcome.

The CHAIR — Minigter, if we could go to the Department of Innovation, Industry and Regional
Devel opment’ s performance measure to provide 270 companies with assistance for technology uptake. The
department claims to be on target to achieve that measure. Could you outline your assessment of its ability to
achieve that target, and say how Victoria compares with other states?

Mr BRUMBY — | think we compare pretty well, and | will just find some background information on
this.

The CHAIR — Inrelation to budget paper 3, page 132.

Mr BRUMBY — Which performance measure?

The CHAIR — We are looking at the 270 companies with assistance for technology uptake.
MsROMANES — Page 133.

Mr BRUMBY — Sorry, | thought you said page 132. Thiswould be under our VicStart program. We
have anumber of programs which operate under VicStart. We have $25 million over four yearsand it is essentialy
through that program that we intend to help those companies. Thereis oneinteresting facet to that — that is,
Victoriahistorically has dways struggled with venture capital. If 10 or 15 years ago you asked where venture
capital was based in Austrdia, people would say, ‘ Go to Sydney’. According to the ABS, in the last two caendar
years, 2003 and 2004, in calendar year 2003 Victoria actualy had a bigger share of venture capital than did New
South Wales, and in calendar year 2004 we were equa. Both states were on about 33 per cent. So this has been
quite a stunning transformation.

What isdriving it isanumber of things: more buyer tech starts, the limited liability for limited partnerships
legidation which went through both houses of Parliament — Victoriawas thefirst to put it through in 2004. It was
Mr Lenders responsibility. We have seen Starfish Ventures start up, for example, a$123 million fund, and asa
consequence we have seen alot more venture capital actually back projectsin Victoria That isagood thing
because we dl want to try and turn good ideas into good bus nesses.

Mr RICH-PHILLIPS— | would like to go back to your answer to Mr Forwood on the Hilton. Can you
tell the committee how many times as Minister for State and Regiona Development you have written to the
Minister for Planning seeking changesto the planning laws for specific projects either in Melbourne or country
Victoria?

Mr BRUMBY — I think there would be anumber of times. | will take advice on thisbut | think the
correspondence that | have with the Minister for Planning is probably a matter between me and the Minister for
Panning. | answered the questions that were asked of me today because they relate to a specific project and itisa
public project and newsworthy, so | have answered those.

But there would be quite afew occasions during the year. It is dways on the basis of departmental advice. | think
people need to understand the process of government. With someone in my position, people are running to me at
functions dl over the place. | work long hours, | go to lots of functions and they write lettersto me al thetime, and
the department itself is proactive so at any one time there are dozens and dozens of projects across the state where
project proponents — whether it is lluka, Bendigo mining or Perseverance — it istheir ingtinct. In al of those cases
those companies came to usto try and facilitate investment. Whether we proposed changes to the planning laws, |
do not now. | know in the case — —

Mr FORWOOD — Redly?He said never!
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Mr BRUMBY — Wefrequently write to expedite projects as you would expect someonein my position
to do but it isaways on the basis of departmental advice.

Mr RICH-PHILLIPS— Would you be willing to come back to the committee on notice with the
number of occasions and a breakdown between metropolitan projects and rural projects?

Mr BRUMBY — | will take advice on that, but | think the answer is probably no.
Mr FORWOOD — What are you hiding?
Mr BRUMBY — Y ou have had a pretty good run, Bill.

Mr FORWOOD — Not nearly good enough. Y ou keep hiding what you want to hide. Everyone will see
you are hiding it.

Mr BRUMBY — Just so we are on this, | might say that the secretary of the department has previoudy
worked in the Department of Premier and Cabinet and for some time has been under-secretary in the Department of
Sustainability and Environment. It might be useful for the secretary to explain for the benefit of opposition
members how the process works at the DSE end.

MsTHORN — It was not uncommon for the Department of Innovation, Industry and Regional
Development operating in support of its economic development initiatives to approach DSE to assist companiesto
most frequently get through planning but other regulatory difficulties such as arrangements around native
vegetation, for example, which isavery complicated area. They would come to DSE to seek to expedite
cons deration particularly where companies are sitting on alarge amount of capital waiting for development, and it
may leave the state and go somewhere else.

DSE, asyou would know, has avery wide mandate of thingsto do and it deals with things asthey cometoit. It was
very conscious that it has arolein assisting with state devel opment and when asked to facilitate projects | would
regularly as under-secretary be approached to seeif we could get through DSE’ s own processes earlier
consideration of very important projects where large amounts of capital are being tied up.

Asl said, it was not uncommon and the department was very happy to look at these things and see how they could
be put through the processes. There were not any changes to the process; it was just making sure they got
considered in atimely fashion. Asyou would understand, DSE manages avast amount of applications around
planning, around other regulatory issuesit isresponsible for. By and large with the best will in the world it deals
with them seriatim — one after the other. Often | saw my role as making sure the state did not lose economic
devel opment because people did not necessarily distinguish one application from another.

Mr BRUMBY — | will just add to this since you are al barking up the wrong tree, but | will give acouple
of other examples. Tenix would be avery topical recent example. | am surprised you did not ask me about Tenix
because it is such abig potential project for the state. We are directly intervening there to change planning laws.

We are changing planning laws to facilitate what we hope will be a $6 billion investment.

Mr FORWOOD — That istwo. How many more have you got?

Mr RICH-PHILLIPS— | have no objection to that but why won't you place on the public record — —
The CHAIR — The minigter is responding.

Mr BRUMBY — The GE development a Burnley, where again avery large complex development — —
Mr FORWOOD — That isthree. Keep going. How many more have you got?

The CHAIR — One person a atime. Minister, have you concluded your answer? Good.

Mr FORWOOD — Content-free answer!

The CHAIR — Thank you very much. We will move to the other portfolio.

Witnesseswithdrew.
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