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Cost Recovery Review comments

Dear Kate,

Some time ago I attended a very interesting and informative information session held in Melbourne by
NICNAS. The subject matter was largely a summary of the work NICNAS does, and the processes that might
be involved for organisations interested in introducing new chemicals. A small part of the discussion wass
about the fee structure, and that there was an intent to make this fee structure more equitable.

You have sent me two emails in the last two days asking for comments on the draft CRIS. In the second
email you state that one of the proposed changes is to make the fee scale more equitable. For many reasons
the proposed fee structure is in fact even less equitable, and I will go through those reasons below.

I will consider our case first. We are a company with a turnover of just of $10M, so we are twice the size of
the minimum level to be on the top scale. The current annual fee is a significant expense, particularly given
that we are commodity chemical manufacturers and traders operating with margins typical of the commodity
end of the industry — lower than more “high tech” mnaufacturers. The fee at the proposed 2012-2013 level is
about 0.14% of annual revenue. The Australian chemical industry, according to PACIA’s annual report has a
turnover of $33.6B. Your estimated total registration fees for the 2012-2013 year will be about $8.55M
which is about 0.024%. The fee you propose charging us is therefore nearly four times higher than the
average for the industry. For a company just over the $500k threshhold the fee is even more regressive.

For a company roughly in the middle of the middle bracket - $2.5M turnover for example — the fee of $1857
would represent 0.075%, again significantly higher than the industry average. Even for a very small company
turning over $99 000 per year the proposed fee is 0.13%, again much higher than the industry average.

If you look at the fee structure relative to number of employees then again it is also not very equitable. For
our 13 staff the proposed fee is $1100 per person. According to the PACIA annual report the chemical
industry directly employs 83 000 people, so the industry average is $103 person — we will be paying ten
times the industry average.

The fee you collect is a bit like a tax. We receive no benefit from the work that NICNAS does because we do
not introduce new chemicals, so it is hard to see that this is much different from a tax — payment to a
government body that is used for services not directly connected to the payee. You should note that a
fundamental premise of the Henry Tax Review was that taxes should not be regressive - your registration fee
structure is very regressive. The registration fee as it stands is heavily weighted towards the smaller end of
the industry, companies that are less likely to be introducers of new chemicals anyway.



I also note that in your proposed summary of revenue 73% of your revenue will be from the registration fee
and only 27% from fees for service. Why is it fair to obtain most of your revenue from registration when this
might not be relevant? It is no fairer to levy the registration fee on a company such as us, as it would be to
levy the fee on all businesses that use chemicals. By this I mean all businesses that use any chemical
substances such as a farmer that grows wheat, an office that buys paper or a machining shop that buys steel.

If you have a desire to make the revenue structure more equitable then I propose the following:
¢ Increase the fees for services so that it becomes close to a user pays system.
e Decrease the fees for registration in line with the increase in the fees for services,

o With the registration fee structure charge an amount that is directly proportional to revenue so that
companies like Orica are paying at a similar rate to us.

I hope you have the time to read this and assimilate the points. Iintend to attend one of the public
information sessions to get my points across.

Regards,

Greg Weston
Managing Director



PLASTICS AND CHEMICALS
INDUSTRIES ASSOCIATION

The Plastics and Chemicals Industries Association is the pre-eminent
national body representing Australia’s chemistry industry.

We promote our strategically important industry’s aclivities PACIA
and solutions to Federal and State Governments,
the media and the community both locally and
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