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Industrial chemicals are regulated in Australia in accordance with the provisions of the Industrial Chemicals (Notification and Assessment) Act 1989 (the Act) through the National Industrial Chemicals Notification and Assessment Scheme (NICNAS).  NICNAS is administered as part of the Office of Chemical Safety, a business unit of the TGA Group of Regulators in the Department of Health and Ageing (the Department).  

NICNAS is the national authority for the scientific assessment and management of risks to people and the environment associated with the use of industrial chemicals. Its aim is to encourage the safe and sustainable use of industrial chemicals. The principal activities of the national notification and assessment scheme include:

· Assessments of chemical risks associated with the introduction (manufacture or import) of new chemicals into Australia;

· Reviews of chemical risks associated with chemicals introduced prior to the commencement of NICNAS;

· Making assessments widely available to assist public health and environmental agencies in regulating the use, release and disposal of industrial chemicals and providing risk and safety information to industry, workers and the public; 

· Ensuring compliance for inclusion in the Register of Industrial Chemicals Introducers; and

· Giving effect to international treaties.

The cost of administering NICNAS has been largely funded from industry through fees relating to new chemical assessments and from NICNAS registration fees and charges, as set out in the Act and associated Regulations.   Certain activities undertaken for Government have been funded from departmental allocations or through specific service agreements. NICNAS Fees and charges account for 0.03% of the industry’s $22b turnover – these costs must be factored into commercial pricing decisions for end-user products, despite price sensitivity associated with intense industry competition from Asian imports. 

	
	2003-04

Actual
	2004-05

Estimate
	2005-06

Estimate

	Services
	4.871
	5.969
	6.236

	Government  
	0.582
	0.627
	0.494

	Price of Outputs
	5.453
	6.596
	6.730


In accordance with the Australian Government’s cost recovery policy, cost recovery arrangements for NICNAS were reviewed to ensure they complied with Guidelines issued by the Department of Finance and Administration (DoFA).  Independent consultants were engaged to review current cost recovery arrangements, consult with industry and government stakeholders and undertake an assessment of the basis for setting fees and charges.  

(i)

The review found that existing cost recovery arrangements were consistent with the Guidelines and were well accepted by industry stakeholders. The level of recovery from fees and charges for new chemical assessments was in line with costs, with the variation observed attributable to fluctuations in activity levels.  NICNAS registration fees and charges were sufficient to recover the cost of all other scheme activities, although some costs related to the regulation of chemicals had not been included in current cost recovery arrangements.  

· The compliance program was subsidised by government funding of $120,000 to inform and monitor small to medium enterprise compliance with the scheme. Given the extension of registration requirements in 2004 to include smaller introducers, registration fees from these companies are appropriate for funding these activities; and  

· In accordance with the Guidelines, the cost of services to government that relate to the regulation of industrial chemicals and totalling around $325,000 should be included in cost recovery arrangements.  This is a change to the current cost recovery policy established in 1997 that had previously excluded these costs.

The costs of these activities are able to be met from within existing cost recovery revenues and will have no impact on existing registration fees and charges for    2005-06.  NICNAS activities will therefore be funded from either industry cost recovery or specific contractual arrangements.

Stakeholder consultations were conducted with all of the major industrial chemicals industry associations, government agencies concerned with health and environmental risk assessments, and the DoFA.  Whilst endorsing the principles of cost recovery, industry did not agree with the assessment that costs relating to compliance and related services to government should be included in cost recovery arrangements, nor should activities for which the primary beneficiary is the public or Government. Industry were opposed to any further fee increases and highlighted that any changes to fees needed to be planned and communicated early in full consultation with industry.

Through the Industry-Government Consultative Committee (IGCC), arrangements exist to monitor over and under-recovery.  NICNAS has established an operating reserve to ensure the viability of the scheme, with any excess recoveries available for additional reform activities agreed with industry or returned to the budget to offset fees and charges (as appropriate).  Cost recovery arrangements for NICNAS will be reviewed again in five years.

(ii)
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