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30 January 2004

Dr Geoffrey Vaughan

Chair, CRC Committee

Cooperative Research Centres Programme 
c/o Dept of Education, Science and Training

GPO Box 9880, CANBERRA ACT 2601



Attention Ms Tanya Lynch



Email:  tanya.lynch@dest.gov.au
Dear Dr Vaughan

CRC LEME SECOND YEAR REVIEW - STAGE 2 REPORT

I refer to the CRC LEME Second Year Review Stage 2 Report sent to us on 24 November 2003, and provide our Board’s response.

General

The Board is pleased to receive the strong endorsement of the Review Panel in regard to the quality, relevance and delivery of its research. The Board is especially pleased that the Panel has recognised the achievements made by LEME in its management and research, especially in the aftermath of the difficulties associated with the departure of Bureau of Rural Sciences (BRS) and the University of Canberra. We believe that these substantial problems are now largely behind us, although we recognise there will be a lingering legacy of tightness in cash and in-kind resources over the remaining life of LEME – specifically relating to the departure of the Australian Government agency BRS. 

Strategies are being set in place to redress the cash shortfalls and the Board is confident that we will not be prejudiced in effectively and successfully addressing our stated objectives. We are indeed well placed to move forward in all aspects of the programs. 

We welcome the comment that the Education and Training Program is of exceptionally high quality. 

Below we address the five specific recommendations. 

Recommendation 1

The Panel recommends that the Board develop a framework and process that will enable it to obtain a credible estimate of the Centre’s actual and potential contribution to Australia’s sustainable economic and social development.
The Board will set up a sub-committee to develop this recommendation. Some preliminary work has been done on a scope of work with procedural guidelines to develop the process of reliably capturing and interpreting the necessary data. We see this as a structured plan which will be implemented with the participation of independent specialist consultants as an on-going part of LEME work. Some preliminary work has been done on identifying appropriate consulting/contracting groups and on establishing possible frameworks for the assessment of the Centre’s actual and potential contribution to Australia’s sustainable economic and social development.
Recommendation 2

The Panel recommends that the Centre revise and strengthen its policies and procedures for Intellectual Property (IP) protection and commercialisation.
We will implement this recommendation. The commercialisation policy (as publicised on the LEME intranet), has been enhanced to draw attention to the necessity of safeguarding commercial-edge information. We are in the process of fine-tuning the structured implementation of control mechanisms. For instance, as part of the control procedures of our publication release policy, Program Leaders and peer reviewers will be required to prudently check and comment on commercial-edge information in confidence.

The four potentially commercial geophysical projects mentioned to the Panel, will again be reviewed in light of the Centre’s control procedures. In regard to the fifth project, a developmental workshop has been arranged for the automatic spectral logging project. 
Recommendation 3

The Panel recommends that the Centre explore ways in which improvements can be made to the acceptance and application of regolith and related groundwater research in salinity mapping and remediation programs including the possibility of joint programs with other CRCs.
Now that the salinity programs of Program 4 have successfully commenced and are delivering, the Board recognises there is a new pressing challenge – that of transferring knowledge to, and engaging with, research-users in the Natural Resource Management (NRM) sector. This challenge principally arises from a lack of overarching coordination, at the national level, of the multitude of agencies involved in NRM research. 

We are currently developing a strategy for growing our research in natural resource management especially into site studies in Western Australia, and into new generic research areas of a strategic nature. Clearly this requires closer cooperation with similarly oriented CRCs (for example Catchment Hydrology (CH), Plant Based Management of Dryland Salinity (PBMDS), and Fresh Water Ecology). We also see the need for specific communication and transfer projects to bridge the gap between our researchers, and the NRM managers who deal in engineering and farm-systems mitigation projects.

Measures already in place include:

· Incorporation of a Salinity Communication project with the 2003/04 Budget. 

· Salinity Forum in Adelaide (Nov 2003) to engage CSIRO Land & Water, and South Australian National Action Plan (NAP) agencies

· Submission by LEME to the House of Representatives enquiry in the Science Base for Salinity Management, and participation in subsequent interviews.  

· Meetings with CRC CH executives to explore closer alignment of projects, and collaboration at the program level.

· Planning a salinity workshop in Perth in March 2004 with CRC PBMDS and CRC CH, also involving WA Agriculture Dept and other WA agencies.    

It may well be that this added level of engagement will require new joint programs with other CRCs. In the context of these potential new programs, and the legacy of the BRS departure, the Board is also developing a strategy for a possible bid for Supplementary Funding as part of Round 9. This would be done in liaison with other related CRCs. Also we note that the dynamics of the 2004 Selection Round for CRC Funding may affect the mid- to long-term strategy of LEME.    

Recommendation 4

Pending clarification of CSIRO’s contribution to the Centre over the full life of the Centre, and a subsequent assessment of the adequacy of the resources available to the Centre, the Panel recommends that Commonwealth funding for the Centre continue at the level agreed in the original Commonwealth Agreement.
There are three issues, namely in-kind resources, cash deficiencies, and adequacy of funds – all largely relating to the departure of BRS, and to a lesser extent, University of Canberra.  LEME needs to vigilantly and effectively reconstruct its life-of-term in-kind resources, and have this formally approved by the CRC Secretariat, by way of a Deed of Variation, which serves to reflect changes in cash and in-kind contributions.

In-kind resources
The specific reference to CSIRO in recommendation 4 relates to documentation presented to the panel which identified a legitimate level of current and future potential shortfalls for in-kind contributed resources. Current shortfalls in CSIRO validly relate to the in-kind overhead component associated with some committed industry-funded positions provided for in the Commonwealth Agreement. These were intended to be filled by Salt Mapping and Management Support Program (SMMSP) funds, however, these appointments can no longer be established as a result of the departure of BRS. LEME strives to have several of its participants (including CSIRO Land & Water) make up the shortfalls collectively. These efforts were incomplete at the time of the review, and remain so now. 

The Board notes in passing that it is likely to become a recurring management problem to keep up the in-kind commitments to the levels provided in the original Commonwealth Agreement, in view of the substantial restructuring and funding reduction at the corporate level for our core participants. We had hoped to have this issue finalised by December 2003, but it will take another month or two. We remain hopeful that the growing involvement of CSIRO Land &Water in LEME will assist in bridging the in-kind problem. However it is unlikely that we can satisfactorily meet the levels of in-kind commitments as stated in the original Commonwealth Agreement. Consequently the proposed Deed of Variation, which is in the process of finalisation, will probably record reduced levels of in-kind resources over the remaining life of LEME. 

Deficiency of Cash Resources
ANU has successfully taken up the threatened cash deficiency, consequent on the departure of Canberra University.

Our overall cash deficiency is solely driven by the BRS exit, which led to a loss of $2.984m for the term of the CRC.  Although we were formally advised by the CRC Secretariat that core participants of LEME would not be liable to make up the BRS cash and in-kind shortfalls to LEME, the cash deficiency issue for the CRC remains.  To meet the cash deficiency for the viability of the CRC, we have rebuilt Program 4 capabilities by using LEME funds as seeding for new projects, and by having a new Strategic Plan established. Successful projects in South Australia and Queensland will lead to opportunities for new projects, with some level of future cash returns.  

Theoretically BRS cash shortfalls are picked up by accessing NAP funds through state and local catchment management agencies. But we know there are serious delays and complexities in accessing those funds, and commensurate funds will not flow on an annual basis. Delays in obtaining funds amount to cash losses and cash flow shortcomings.
Adequacy of funds
The Board notes that Recommendation 4 requires LEME to assess the adequacy of its potentially-reduced resources to meet its originally stated objectives. While the schedules associated with the Deed of Variation are being finalised, we make the interim observations.

· Year 2002-03 was an effective year for research, and 03-04 is promising to be so. The Second Year review found that our research was productive and effective. According to our cash flow model, we can maintain effective research programs at least out to Year 5, subject to the successful realisation of projected external income. 

· Immediate impact will be on regolith and minerals projects that require significant operating expenditures to validate (by drilling or AEM for example) 3-D regolith models. This may result in trimming the scope of some projects, but will not jeopardise the overall integrity of those programs. 

· We do expect greater incomes from the mineral exploration sector in 2004-05 and beyond.

· The loss of funds will only marginally impact on Program 4 research, providing LEME  continues to seed fund the contractual  projects,  and providing other agencies (like Murray-Darling Basin Commission) contribute financially to strategic research.

· LEME will be curtailed in its knowledge transfer and bridging research with end users in NRM.

These issues will be effectively addressed further in the presentation of the Deed of Variation, and the accompanying schedules.  Notwithstanding the imminent finalisation of the Deed of Variation, we are confident that the research objectives stated in the Commonwealth Agreement can be successfully met.

Recommendation 5

The Panel recommends that the Board consider establishing a small Scientific Advisory Committee comprising a group of leading independent Australian and overseas scientists in relevant fields to regularly review the quality and strategic direction of the research program.

The Board sees some merit in this suggestion. However we note that:

· the quality of our science programs is not in question. 

· although some of our research is generic, much remains of a site-specific nature, which is relevant to the unique Australian regolith. 

· the two advisory councils have an impartial and professional role in quality assurance and total quality management for the quality and strategic direction of our research program. 

Independently of the Second Year Review, the Board has recognised that its advisory councils were overly weighted toward research users. Consequently the role and membership of the councils are under review, and we plan that the science-advisory role should be strengthened by the inclusion of independent and prominent scientists of national and international stature. This can be done on either a formal or ad-hoc basis. 

The Board believes it can achieve the objectives of the panel’s suggestion by strengthening the two advisory councils. 

Conclusion
Trusting the above satisfactorily meets your requirements, I take this opportunity to express our sincere thanks to you, the Review Panel and the CRC Secretariat for the efficient and effective facilitation of the Second Year Review for CRC LEME.

Yours sincerely
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R Dennis Gee

Chief Executive Officer
On behalf of the CRC LEME Board
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