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Resolution of appointment

The Legislative Assembly for the ACT appointed the Standing Committee on Public Accounts on 27 November 2012 to:

(i) examine:

A. the accounts of the receipts and expenditure of the Australian Capital Territory and its authorities; and

B. all reports of the Auditor-General which have been presented to the Assembly;

(ii) report to the Assembly any items or matters in those accounts, statements and reports, or any circumstances connected with them, to which the Committee is of the opinion that the attention of the Assembly should be directed;

(iii) inquire into any question in connection with the public accounts which is referred to it by the Assembly and to report to the Assembly on that question; and 

(iv) examine matters relating to economic and business development, small business, tourism, market and regulatory reform, public sector management, taxation and revenue;
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Recommendations

Recommendation 1
3.32
The Committee recommends, to the extent that work is not already taking place, that the ACT Government table in the Legislative Assembly, by the last sitting day in June 2013, a Government response to the Post Implementation Review of the ACT Land Rent Scheme.
Recommendation 2
3.58
The Committee recommends that the Legislative Assembly pass Appropriation Bill 2012–13 (No. 2).
1 
Introduction and conduct of inquiry
Inquiry referral and terms of reference

1.1 Appropriation Bill 2012–2013 (No. 2) (the second Appropriation Bill) was presented to the ACT Legislative Assembly on 14 February 2013. After agreement in principle, the Bill was referred to the Standing Committee on Public Accounts (the Committee) for inquiry and report under standing order 174.

1.2 The inquiry’s terms of reference include the second Appropriation Bill, its explanatory statement and accompanying Supplementary Budget Papers. The Supplementary Budget Papers provide details of the measures outlined in the Bill and, pursuant to section 13 of the Financial Management Act 1996 (the FM Act), must be presented with each supplementary appropriation bill.
1.3 A copy of the second Appropriation Bill and its explanatory statement is at Appendix A.
Conduct of inquiry

1.4 The Committee held one public hearing on the proposed legislation on Tuesday 5 March 2013, at which it heard from the Treasurer and Minister for Economic Development—Mr Andrew Barr MLA, the Minister for Health—Ms Katy Gallagher MLA, and their accompanying directorate officials.
1.5 A full list of witnesses who appeared before the Committee is at Appendix B and the hearing transcript is available on the Committee’s web page.

1.6 The Committee met on 2 April 2013 to consider the Chair’s draft report and on 4 April 2013 to consider the Committee’s draft report, which was adopted on 4 April 2013.
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1.7 The Committee thanks the Treasurer, Minister for Economic Development, and the Minister for Health, as well officials from the Chief Minister and Treasury, Economic Development and Health directorates, who assisted the Committee in the course of its inquiry by appearing before it and/or providing additional information.
2 Appropriation bill context

2.8 The Treasurer presented both the second Appropriation Bill and the 2012–13 Budget Review to the Legislative Assembly on 14 February 2013.
 When presenting the Budget Review, which provided an update of the Government’s financial performance relative to its financial policy objectives and strategies as detailed in the 2012–13 Budget Papers, the Treasurer noted that it took into account the provisions of the second Appropriation Bill.

2012–13 Budget Review

2.9 The 2012–13 Budget Review states that the General Government Sector (GGS) net operating balance is projected to remain in deficit by $362.9 million in 2012–13. The Pre-election Budget Update (PEBU), issued in September 2012, had estimated this deficit to be $381.1 million, whilst the original 2012–13 budget had estimated it to be $318.3 million. The 2012–13 Budget, PEBU and Budget Review all projected a return to surplus for the GGS in 2015–16.

2.10 The Budget Review states that the improved projection for the GGS net operating balance is a result of a range of factors, including:

· increased dividend and income tax equivalents associated with goods and services tax (GST) refunds relating to prior years for the Land Development Agency (LDA) and the impact of the Australian Taxation Office policy regarding unbilled water consumption income on ACTEW Corporation (ACTEW); and

· an increase in GST revenue of $26.7 million as a result of higher national GST pool estimates and revised population estimates.

2.11 The Budget Review also states that these increases have been:

...partially offset by lower taxation revenue due to a softening property market and increased expenditure mainly associated with the impact of appropriation rollovers from 2011‐12 to 2012‐13.

2.12 The net operating balance of the GGS across the 2012–13 Budget outyears has declined when compared to the projections contained in the PEBU. In the main, this has been influenced by:

· reduced dividends and income tax equivalents revenue of $15 million in 2013–14 from ACTEW primarily as a result of declining interest revenues and the changed timing of income tax payments;

· a $78.3 million reduction over three years of dividends and income tax equivalents revenue from the LDA associated with a moderating property market reflected in decreased englobo, commercial and industrial revenues;

· reduced conveyance revenue of $36.8 million over three years reflecting property market conditions;

· a $33.1 million increase in net interest over three years mainly due to forecast additional borrowings; and

· higher depreciation expenses in the Education and Training Directorate reflecting a review of its asset portfolio’s useful lives and values.

2.13 Finally, the Budget Review states that these impacts are partially offset by increased GST revenue, a reduction in expenditure across Government and a reduction in the Treasurer’s Advance.

The Second Appropriation Bill 

2.14 The second Appropriation Bill provides for the appropriation of a total of $231.058 million in 2012–13. When presenting the Bill to the Assembly, the Treasurer explained that these funds provide for:
· $113.147 million in net cost of outputs (controlled) appropriation to the ACT Local Hospital Network to facilitate the on passing of National Healthcare Commonwealth grants funding;

· a $112.156 million capital injection in the territorial appropriation for the Land Rent Scheme so additional land rent blocks can be purchased from the Land Development Agency (LDA), reflecting the very strong demand for the Scheme; and

· a total of $5.755 million in net cost of outputs (controlled) appropriation for an unspent appropriation from the former Treasury Directorate in 2011–12.

2.15 The Supplementary Budget Papers that accompany the second Appropriation Bill contain details of these additional appropriations, and output classes, as well as amendments to agency financial statements relating to capital re-profiling and signed instruments under the FM Act.

2.16 When presenting the second Appropriation Bill, the Treasurer also stated:

Given the timing of the 2012–13 budget review, the revised financial statements presented today include signed instruments under the Financial Management Act 1996; the impact of capital works re-profiling; the flow-on effect of the audit of the 2011–12 financial statements; and revised estimated outcome forecasts. These revisions are in addition to the impact of the Appropriation Bill 2012–2013 (No 2).

3 Expenditure proposals
3.17 This chapter provides information on the three matters to which the Bill appropriates funds—(i) the ACT Local Hospital Network; (ii) the Land Rent Scheme; and (iii) an appropriation apportioned across two output classes for an unspent appropriation from the former Treasury Directorate in 2011–12.
ACT Local Hospital Network
3.18 The second Appropriation Bill seeks to appropriate $113.147 million, in net cost outputs (controlled), to the ACT Local Hospital Network to facilitate the on passing of National Healthcare Commonwealth grants funding.

3.19 The establishment of local hospital networks (LHNs) are an essential element of the 2011 National Health Reform Agreement (the Agreement) between the States and Territories and the Commonwealth. The Agreement supersedes the National Health and Hospital Network Agreement of April 2010 and is intended to:
...deliver major reforms to the organisation, funding and delivery of health and aged care. It sets out the shared intention of the Commonwealth, State and Territory governments to work in partnership to improve health outcomes for all Australians and ensure the sustainability of the Australian health system.

3.20 To meet milestones under the Agreement, and the former 2010 National Health and Hospital Network Agreement, to provide the legislative basis for the establishment of the ACT LHN, amendments to the Health Act 1993 were passed by the Legislative Assembly on 29 March 2011.
 The Agreement required that LHNs be established by 1 July 2012.
3.21 The establishment of LHNs are a critical governance mechanism supporting the management and performance of public hospital services and functions. The scope of LHNs, as detailed in the Agreement, include:
...Local Hospital Networks will decentralise public hospital management and increase local accountability to drive improvements in performance. Local Hospital Networks will be accountable for treatment outcomes and responsive to patients’ needs and will make active decisions about the management of their own budget. They will have the flexibility to shape local service delivery according to local needs. 

Local Hospital Networks will engage with the local community and local clinicians, incorporating their views into the day-to-day operational planning of hospitals, particularly in the areas of safety and quality of patient care. 

Local Hospital Networks will directly manage public hospital services and functions and may at the discretion of States also have responsibility for delivery of other health services. Local Hospital Networks will work with Medicare Locals to integrate services and improve the health of local communities.

3.22 The Committee was interested to know the service agreement arrangements that would underpin the transfer of Commonwealth funding to the ACT LHN. The Committee was told that the ACT LHN consists of a networked system that holds service contracts with the ACT Health Directorate. The Director-General of the Health Directorate elaborated:

The local hospital network comprises the Canberra Hospital, Calvary Hospital, Clare Holland House and QEII. We do indeed have a service agreement with the entities within the local hospital network. We do not have it with the network per se because of the make-up of the network and the different operators.

3.23 The Committee understands that the Agreement has a specific provision for the Territories, in that, it permits parallel arrangements with the Commonwealth, designed to replicate the LHN general model so far as is practical.
 In applied terms, the Commonwealth has agreed to a networked service arrangement in the ACT whereby the ACT Government does not have a single service agreement with the ACT LHN but has four separate service agreements with each entity comprising the ACT LHN—in effect the ACT has one LHN.
 The Health Minister commented:
...we had to structure an arrangement that worked for the ACT. In New South Wales, where they have a number of local hospital networks, that money goes straight to those local hospital networks rather than through the New South Wales government. Here, because we only have one network, it made sense to establish the arrangements the way we have, but it is different in, say, New South Wales.

Local Hospital Network Council—funding and staffing

3.24 The Agreement requires the establishment of LHN Governing Councils that comprise a mix of skills and expertise to oversee and provide guidance to large and complex organisations.
 The ACT LHN Council was appointed on 27 July 2011 and is:

...tasked with making recommendations to the Director General of the ACT Health Directorate in regard to: 

· clinical and corporate governance frameworks; 

· methods to support, encourage, and facilitate community and clinician involvement in the planning of ACT LHN services; 

· the ACT LHN’s policies, plans and initiatives for the provision of health services; 

· integration and collaboration of service delivery with the ACT Medicare Local, when established; and 

· the ACT LHN’s financial and operational performance.

3.25 The Committee was told that the LHN Council is currently meeting six times a year.
  As to the total fulltime equivalent employee (FTE) staff required to administer the Council, the Director-General stated:

We have one officer employed who covers both the council and the ACT Clinical Senate. So it is a part-time position that supports the work of the council. There is of course a small amount of time from other officers in units such as the policy and government relations unit, and the deputy directors-general. In essence the main work supporting the council is done by that single officer in part of their role.

3.26 The Committee sought information on the total cost for the financial year for running the LHN Council, including payments to council members. The Committee was told that remuneration for council members is set by the Remuneration Tribunal.
 The Minister for Health provided information with respect to 2011–12 costs, the 2012–13 year to date, and the 2012–13 projected costs for the LHN Council—refer table 3.1.
Table 3.1—Local Hospital Network Council costs

	2011–12

Full (initial) year 
	2012–13

Year to Date
	2012–13

Projected

	$93,350
	$74,280
	$198,500


3.27 With respect to the information contained within table 3.1—the Minister added:
The projected budgeted cost for the 2012–13 full year for the Local Hospital Network Council is $198,500 comprising secretariat staffing and administrative costs, Chair and council member remuneration and expenses, council meeting and subcommittee expenses, printing, advertising and the Local Hospital Network Council’s community consultation as required under Part 3A of the Health Act.

The January 2013 Year to Date expenditure is $74,280.

3.28 The Committee sought clarification as to whether the Commonwealth funds for the ACT LHN would be paid to Treasury and was told that LHNs have separate bank accounts and are able to receive funding from the National Health Funding Pool independent of state or territory treasuries and or health departments.
 The Committee also understands that the LHNs are audited as separate entities.
 The Minister for Health stated: 

This was in the legislation that passed establishing essentially the state-based funding pool. This agreement came from COAG. The commonwealth decided that, instead of providing money to the state health systems, they wanted essentially an in-between, to make sure that their money went straight to hospitals. That is essentially what we have created now, so that the funds that come from the commonwealth, and indeed from the ACT government, now go into this funding pool, and that is to service the local hospital network, which is essentially all inpatient activity that happens in the territory.

...
...the money does not go to Treasury; it comes through the Reserve Bank account from the commonwealth and really cannot be used for any other purpose other than local hospital services, which is the area the commonwealth was trying to get more control over. Again, that was probably not an issue here, but it was an issue in other jurisdictions where the commonwealth felt, rightly or wrongly, that they provided grants under the health SPP, they went to treasuries and then state governments made decisions about whether or not that money flowed through to the health system.

National efficient price—loadings and special cost-weights as they relate to the ACT

3.29 The Committee also discussed with the Minister for Health and Health Directorate officials, Commonwealth funding arrangements under the transition from the National Healthcare Special Purpose Payment (SPP), and the revised Commonwealth funding arrangements between 2014–15 and 2019–20, as detailed in the Agreement, for efficient growth of activity based services over the forward estimates.
 This also included the relationship between the national efficient price and specific loadings and special cost-weights as they relate to the Territory.

Cross-border funding agreements

3.30 The Committee also discussed with the Minister for Health and Health Directorate officials, cross-border arrangements—including funding flows, activity levels, pricing and status of payments. The Committee was told that the current agreement with NSW was finalised through an arbitrated outcome, with the Territory accepting the arbitrator’s outcome.

Committee comment

3.31 The Committee is satisfied with the explanations provided by the Minister for Health and Health Directorate officials with respect to the proposed appropriation of $113.147 million, in net cost outputs (controlled), to the LHN to facilitate the on passing of National Healthcare Commonwealth grants funding.

3.32 The Committee acknowledges that public hospitals across Australia operate in a climate of increasing demand for health care with bounded constraints on its supply. The Committee welcomes initiatives targeting improvements in access to public hospital services, improvements in health outcomes for the Australian community, and the development of more sustainable funding arrangements for public hospital services, as identified in the 2012 National Health Reform Agreement.
3.33 The Committee looks forward to monitoring the effectiveness of the Agreement in meeting its objectives for the ACT community—in particular, during the transition phase from the National Healthcare Special Purpose Payment (SPP), and the revised Commonwealth funding arrangements between 2014–15 and 2019–20 for efficient growth of activity based services over the forward estimates.

Land rent scheme

3.34 The second Appropriation Bill seeks to appropriate $112.156 million, as a capital injection in the territorial appropriation for the Land Rent Scheme for the purchase of additional land rent blocks from the LDA.

3.35 The Land Rent Scheme, which is part of the ACT Government’s Affordable Housing Action Plan, commenced on 1 July 2008. The Scheme allows lessees to rent rather than purchase land on which to build a home with the intention of reducing the upfront costs of buying a house.

3.36 There are two rates for calculating the amount of land rent charged under the scheme—a standard rate of four per cent of the unimproved value of the leased land and a concessional rate of two per cent of the unimproved value of the leased land. The standard rate is not subject to either an income or asset test; however, access to the concessional rate is currently subject to the following conditions:
· the total annual income of all lessees must not exceed $89,100, increasing by $3,330 per child up to a maximum of $105,750 for five or more children (refer Determination 2012–175);

· lessees cannot own any other real property; and

· at least one of the lessees must reside in the property once a Certificate of Occupancy has been issued.

3.37 As noted earlier, the second Appropriation Bill provides for a $112.156 million capital injection so that additional land rent blocks can be purchased under the Land Rent Scheme. When presenting the Bill to the Legislative Assembly, the Treasurer explained that this additional appropriation was being made due to strong demand for the Scheme.

3.38 The Treasurer made the following comments on the performance of the Land Rent Scheme at the Committee’s public hearing:
In the first instance both the two per cent discount rate and the four per cent standard rate have achieved fairly strong interest from those eligible for the discounted rate as well as the broader marketplace on the standard rate. From experience of recent LDA land releases, up to 80 to 85 per cent of blocks have been purchased utilising the land rent scheme. That shows a strong take-up of the scheme. It has been particularly interesting to observe the trends between the discounted two per cent rate and the standard four per cent rate. So we did make some changes that came into effect last month in relation to security deposits, particularly around the four per cent scheme. That is a reflection of some issues that have been raised both in the evaluation of the scheme and by various industry groups. The MBA in particular made representations in relation to that.

Overall the community response and industry and stakeholder response to the scheme have been positive, while recognising that, as it evolves and as market circumstances change, there is a need for some tweaking. We have undertaken some of that work. We have made some announcements and obviously we will have more to say on the scheme in coming budgets.

3.39 Officials from the Chief Minister and Treasury Directorate also explained that the unforeseen popularity of the Land Rent Scheme in the 2011–12 financial year had led to the budget for the 2012–13 financial year being drawn on to cover those transactions:
There were a couple of things happening here last year. I think we mentioned this in the annual report hearings a couple of weeks ago. In 2011-12 there was originally an amount appropriated of about $85 million to fund land rent block purchases and there was about $70 million for this year. What ended up happening was that the actual number of blocks settled under land rent in 2011-12 was significantly larger than anticipated. It came in at 617 blocks. That was actually up from 136 blocks from the year before that. So there was almost a fourfold increase.

That $72 million that was sitting in the appropriation for 2012-13 was used effectively to apply to those purchases. So we will be able to manage those across the two financial years.

3.40 The Committee sought information on how many land rent blocks the additional appropriation would purchase and was informed that:

The $112 million of additional appropriation provided will permit the purchase of 382 land rent blocks, based on the weighted average price of anticipated land rent eligible settlements in Bonner, Wright, Jacka and Harrison which is $293,000.

The methodology used to calculate the appropriation amount was based on a forecast of land rent block settlements which would be financially completed in 2012–13 year.

3.41 The Committee noted that the Government had recently modified the Land Rent Scheme in order to both discourage land speculation and ensure that lessees are fully committed to building on their blocks.
 This modification involved the introduction of an upfront security payment which must be paid to enter the Scheme. The security payment is $10,000 per land rent block. For those eligible for the concessional rate of land rent, the security payment is $2,000 per land rent block.

3.42 The Committee asked the Treasurer whether the introduction of the security payment was expected to reduce demand for land rent blocks and was informed:
At the four per cent rate, yes. That is the expectation, and from industry themselves. A particular view has been put by the MBA that that would be necessary to ensure that there was not speculation that they perceived was occurring.

3.43 The Committee also inquired about the availability of the review
 of the Land Rent Scheme undertaken in April 2012 and was told it had been ‘put online shortly after its publication’.

Committee comment

3.44 The Committee is satisfied with the explanations provided with respect to the proposed appropriation of $112.156 million, as a capital injection in the territorial appropriation for the Land Rent Scheme for the purchase of additional land rent blocks from the LDA.

3.45 The Committee notes, however, that whilst modifications have been made to the Scheme in order to both discourage land speculation and ensure that lessees are fully committed to building on their blocks, the post implementation review of the Scheme also identified a number of interconnected strategies for maintaining and improving the effectiveness of the Scheme. These strategies were grouped into six key recommended directions: (i) overcoming barriers to participation by the 2 per cent Land Rent Scheme (LRS) target group; (ii) widening availability of LRS blocks; (iii) enhancing communications, information and training for the LRS; (iv) monitoring of the demand, cost and market impacts and longer term outcomes of the LRS; and (v) reducing dropout rates.

3.46 The Committee further notes that the post implementation review of the Scheme commented that:

Based on the findings of the various reviews, a number of legislative, policy and administrative changes are desirable to ensure the scheme continues to perform effectively and meets its objectives optimally. Ongoing scrutiny of the scheme is also recommended especially given the volatility of the housing market and the expected level of continuing demand for land rent blocks.

Exit rates should also be monitored. As the scheme expands, a strong monitoring regime will help to ensure that longer term outcomes and market impacts are known and that any emerging risk to government can be identified at an early stage. A specific strategy that could be investigated further is establishment of an affordable housing fund using net proceeds of land sales under the scheme, which are likely to increase over time through capital growth and transfers out of the scheme. This will help to mitigate any unforeseen financial risks and create a fund that could be used to expand affordable housing in the longer term.

3.47 The Committee acknowledges that the Treasurer indicated that as the Scheme evolves, and as market circumstances change, there will be a need for some adjustments.
 The Committee is interested in the Government’s position in relation to the interconnected strategies for maintaining and improving the effectiveness of the Scheme as recommended by the post implementation review. The Committee believes that preparation of a formal Government response to the post implementation review report would be of interest to the ACT community and would also give interested stakeholders an indication of the future direction of the Scheme.
The Committee recommends, to the extent that work is not already taking place, that the ACT Government table in the Legislative Assembly, by the last sitting day in June 2013, a Government response to the Post Implementation Review of the ACT Land Rent Scheme.
Unspent appropriation—in 2011–12
3.48 The second Appropriation Bill seeks to appropriate a total of $5.755 million, in net cost outputs (controlled), apportioned across two output classes—(i) $4.755 million to the Chief Minister and Treasury Directorate—Financial and Economic Management output class and (ii) $1 million to the Commerce and Works Directorate—Revenue and Government Business Management output class. The total amount of $5.755 million is an unspent appropriation from the former Treasury Directorate in 2011–12.
3.49 Effectively, the total amount of $5.755 million is a technical adjustment to recognise that the Treasury Directorate, as an entity no longer exists
 and thus there is no capacity for a preservation of funds via a ‘rollover’ practice. A Chief Minister and Treasury Directorate official explained:
All of the items that were listed under the Chief Minister and Treasury Directorate. Those are the amounts that add up to $4.755 million and the amount of $1 million that was for the Commerce and Works Directorate. They are all amounts that would have been rolled by Treasury had it existed.

3.50 The Committee queried why the unspent amount of $5.755 million in the 2011–12 financial year was not preserved via a rollover of funds and then transferred when the Treasury Directorate’s functions were moved into the Chief Minister and Treasury Directorate and the newly created Commerce and Works Directorate. A Chief Minister and Treasury Directorate official explained:  

The usual practice for the rollover of funds is what we call a section 16B instrument. Agencies will review their funding left over from a prior financial year. They will then write to the Treasurer and seek agreement to roll those funds over. That usually is done in the first half of the next financial year, but it is not uncommon for it to happen in the second half of the financial year. 

Given that we went into caretaker mode in September, I think it was just one of those things that did not happen because of the timing available to do a large range of things by Treasury at that point in time. You might recall that we were doing an audit process in a compressed time frame. We had to do the pre-election budget update, which effectively is a minibudget process. We then did the election costings process through September and October. I guess it is also fair to say that if we had known this was going to happen we might have done it sooner, but we did not. So it was just one of those things that happened. The process to preserve the funding was done through the supplementary appropriation.

Restructure Fund
3.51 The Committee sought further detail on the $2.098 million to be appropriated under the Restructure Fund (Chief Minister and Treasury Directorate—Financial and Economic Management output class) and was told that this amount related to a provision to accommodate voluntary redundancies as required under the reprioritisation of resources in the 2011–12 and 2012–13 Budgets. The Treasurer told the Committee:

That fund has been transferred with Treasury into CMTD. That fund was part of a previous appropriation. I understand that just over $10 million is available in the 2012-13 fund. There is a rollover of $4.5 million from 2011-12 to 2012-13. This relates to a provision to accommodate any voluntary redundancies that are necessary as part of the reprioritisation of resources that were part of the 2011-12 and 2012-13 budgets.

3.52 The Committee was interested to know how many voluntary redundancies were anticipated as a consequence of the reprioritisation of resources in the 2011–12 and 2012–13 Budgets and was told:

It is not a huge number. Around three-quarters of all staff reductions across all of those budgets have been achieved through natural attrition. It will depend on what moment in time you are looking at, obviously. If you would like information by financial year, that is easily obtainable, but it would be a very small number.

3.53 The Committee sought an updated reconciliation on the anticipated numbers, by financial year, and was told:

Operational decisions on agency staffing levels are made at the discretion of agency Directors-General in accordance with their responsibilities. It is not the policy of Government to actively target redundancies if efficiencies are to be achieved through changes to work practices:

i. the realignment of work and its allocation will be through normal staff turnover, as far as possible;

ii. for any excess staff, opportunities for transfer within the agency as well as across to another directorate will be explored; and

iii. the option of voluntary redundancy will be considered at the end of all opportunities being exhausted.

3.54 The Committee also queried whether the Restructure Fund was solely for the purpose of voluntary redundancies or whether it also incorporated other elements. The Treasurer advised that the Fund: 

...relates to both restructure and economic efficiency outcomes. There is a list, which I think we discussed at estimates last year, that includes a component that is around the wind-down of Totalcare, the IR single spine classification review, the Rhodium wind-down costs, some costs associated with the implementation of the Hawke review, the restructure around the establishment of the Economic Development Directorate, and a voluntary redundancy payment component. Again, if the committee would like information on the detail of those elements, that can be provided. I think similar information was requested during estimates, both in 2011-12 and in 2012-13.

3.55 The Committee requested detail on elements covered by the Restructure Fund and was informed:

The Restructure Fund reimburses government agencies for the costs associated with actions outside of normal operations undertaken by directorates to deliver budget savings, and other costs for which a longer term budget or economic efficiency can be demonstrated; this principally involves the funding of voluntary redundancy packages, but also consultancy and transition costs where savings can be demonstrated.

...The Treasurer authorises access to the Restructure Fund for specific purposes consistent with the categories mentioned previously. Authorisations to meet redundancy related costs arising from 2011–12 and 2012–13 savings measures presently totally approximately $6 million. Authorisations to meet consultancy related expenditure presently total approximately $0.8 million.

Expenditure on implementation of Hawke review

3.56 The Committee inquired about the costs incurred for the implementation of the Hawke Review that examined the structure and capacity of the ACT Public Service (ACTPS)
 and was told this amounted to $352,000. 
3.57 The report of the Hawke Review—Governing the City State: One ACT Public Service—was released on 15 February 2011. The Report recommended the establishment of a directorate structure with a single department or agency, of nine directorates, oversighted by a new ACTPS Strategic Board, as the basis for the administrative structure of the ACTPS.

3.58 The Committee asked for a reconciliation of how the amount of $352,000 attributed to implementation costs had been allocated and was told:

The $352,000 provided for the following:

1. Temporary additional staffing and consultant support to implement aspects of the “one service” arrangement, particularly focusing on staff consultation on values and signature behaviours.

2. Specialist advice on the implementation of reforms and the operations of the Strategic Board.

3. Specialist advice on a preferred model for closer collaboration between the Canberra Institute of Technology and the University of Canberra.

This amount is in addition to funding allocated in the 2011–12 Budget, relating to the implementation of the Hawke review recommendations. (The 2011–12 funding breakdown for the move to One Government is listed in the table below.) 

Table 3.2—2011–12 Funding breakdown for the move to One Government 

	Initiative
	2011–12
$’000
	2012–13
$’000
	2013–14
$’000
	2014–15
$’000

	ACTGov 2.0
	125
	0
	0
	0

	Government Information Office
	297
	302
	306
	311

	Performance and Accountability and Evaluation Implementation
	355
	361
	368
	375

	Strategic Board Secretariat
	120
	123
	126
	130


Accelerated land development

3.59 The Committee noted the appropriation of $963,000 for accelerated land development within the Chief Minister and Treasury Directorate and sought an explanation of why this appropriation was required. An official from the Directorate explained that it was required to cover expenditure already incurred, largely in 2011–12, by other directorates:
That relates to decisions made by government previously around the provision of consultancies and other services that were funded by the Economic Development Directorate and ACTPLA/ESDD. The arrangements for that fund were that the directorates would incur the costs and undertake studies, consultations et cetera. The fund was created to effectively provide that funding to them at the completion of that task. Similar to what I just advised the committee around the abolition of Treasury, there are amounts that have been committed to by both EDD and ESDD in terms of work done, and this is to preserve the funding so that they can be recompensed for those costs that have been incurred to date.

3.60 The Committee sought a breakdown of what the $963,000 had been spent on and was told that the amount related to:

· planning studies for Molonglo Stage 2 ($113,000);

· planning studies for infill developments ($100,000);

· consultancies and projects associated with ACT Environmental Clearances in Molonglo ($620,000);

· consultancies and projects associated with Commonwealth and ACT Environmental Clearances in Gungahlin ($180,000); and

· an Environmental Protection and Biodiversity Conservation Act coordinator ($200,000) and internal land economics and legislation advisor ($50,000).
The total amount of these consultancies and internal project spending is $1.263 million and the $963,000 figure is a result of this total amount being offset by the $300,000 already re-profiled from 2011–12 to 2012–13 through the 2012–13 Budget.

3.61 Finally, the Committee asked whether, as a result of this expenditure, land release had in fact been accelerated, and was informed:
I think the answer to that question is yes, because the amount of land released over the last three years is significantly higher than in prior years. Just in terms of the amount of land released by LDA, it is in the order of—correct me if I am wrong—7,000 or 8,000 blocks that have been released in LDA estates. That also facilitated studies around englobo and commercial-industrial, obviously to a lower degree. I think it is fair to say, and I think it is reflected by the fact that we are doing this land rent appropriation, that the amount of take-up of LDA sites is considerably higher than it was some years ago.

Whole-of-government gateway project

3.62 The Committee noted that the Supplementary Budget Papers indicate that $240,000 of the $4.775 million appropriation for the Chief Minister and Treasury Directorate is devoted to the Whole-of-Government Gateway project (the Project).

3.63 The Committee sought information on the nature of this project and was informed by the Director-General of the Commerce and Works Directorate that it is a joint project between the Commerce and Works and the Chief Minister and Treasury directorates. The Project aims to:

…examine the up-front planning part of capital works and capital works delivery and the robustness of a business case and a business case that is fit for purpose for the size and the risk of a capital works program, using particular tiers.

It also aims, in particular, at looking at procurement methodology and delivery methodology around the possibility of PPPs and putting in place a framework for consideration when these things go through a cabinet or a funding process. So, in a sense, the project looks to put a framework around: is the investment worth while doing in the context of what the government is trying to achieve? Is the investment actually cost effective? If the answer is yes, then the second part of the process is really putting a framework around how you deliver the particular project in the most cost-effective way. It is aimed at that up-front part of the project.

3.64 The Committee was further informed that the intended result of the initiative was to establish a three-tier structure for approaching capital works projects. The intention is to develop specific guidance for projects under $10 million, projects over $10 million but under $50 million, and projects over $50 million, which is the threshold at which state, territory and federal governments have agreed to consider public-private partnerships under the National Public Private Partnership Policy.

3.65 The Committee was informed that the Project had drawn significantly on the Victorian Government’s trademarked Gateway package and asked why the ACT Government had not purchased that package rather than creating its own. The Director-General of the Commerce and Works Directorate responded that they may in fact purchase elements of that package that are appropriate to the ACT, but that many elements of the Victorian package would not be appropriate due to the different size of projects regularly undertaken in the two jurisdictions.

3.66 The final products of the Project will include:
…a set of guidance documents, practice notes, business case templates and cost-benefit analysis templates, along with a timetable, a framework, a communication strategy and a set of websites that agencies will be able to use and pick up to streamline their input into a budget process or an improved capital works process.

3.67 Finally, the Committee raised with the Treasurer the possibility that more rigorous procurement evaluation procedures might lead to greater upfront costs for government projects and asked whether the Government would be willing to accept that as a trade-off for potential savings in overall project costs. The Treasurer responded:
People want things fixed quickly; often there is a degree of impatience around delivery of infrastructure. Those pressures compete with an extremely rigorous process around the development of infrastructure projects. There is never an absolutely perfect answer to those tensions, but this project certainly seeks to ensure that the government processes, particularly in agencies that perhaps would not regularly deliver large capital works programs—that they have more guidance. I think it is an observation of this jurisdiction, as compared with others, that we generally do very well at projects that we usually deliver, but we have some challenges at times with projects that are not part of our routine business. And that is, I think, where the great value of this project will come in in the future.

3.68 The Committee also discussed various aspects of the impact of capital re-profiling as detailed in the Bill.  This included: the prioritisation of a number of projects to ensure completion in the 2012–13 financial year; that approximately $250 million worth of re-profiling has occurred in the 2012–13 Budget update; and work to ensure that accounts show the payment of work completed in the correct financial year. This is to address the common issue of works being completed physically within a particular financial year with invoices for said work being received in the next financial year. This is particularly relevant to work completed in June with invoices being received in July.

Committee comment

3.69 The Committee is satisfied with the explanations provided with respect to the proposed appropriation of $5.755 million, in net cost outputs (controlled), to be apportioned across two output classes—(i) $4.755 million to the Chief Minister and Treasury Directorate—Financial and Economic Management output class and (ii) $1 million to the Commerce and Works Directorate—Revenue and Government Business Management output class.  

3.70 The Committee acknowledges that the total amount of $5.755 million is an unspent appropriation from the former Treasury Directorate in 2011–12.

Summary—committee position on the bill
3.71 The Committee has carefully considered the expenditure proposals contained in the second Appropriation Bill—(i) the ACT Local Hospital Network; (ii) the Land Rent Scheme; and (iii) for an unspent appropriation from the former Treasury Directorate in 2011–12.

3.72 The Committee is satisfied with the explanations as provided for each of the expenditure proposals as contained within the Second Appropriation Bill. The Committee has set out its comments in relation to each of the expenditure proposals in chapter three of this report.
The Committee recommends that the Legislative Assembly pass Appropriation Bill 2012–13 (No. 2).
4 Conclusion
4.73 The Committee would like to thank the Treasurer, Minister for Economic Development, Minister for Health, and accompanying directorate and agency officials, for their time, expertise and cooperation during the course of this inquiry.
4.74 The Committee has made two recommendations in relation to its inquiry into Appropriation Bill 2012–13 (No. 2).

Zed Seselja MLA
Chair

4 April 2013
Appendix A Appropriation Bill 2012–2013 (No 2)
A copy of Appropriation Bill 2012–13 (No. 2), together with the explanatory statement, is attached.
[image: image1.png]2013

THE LEGISLATIVE ASSEMBLY FOR THE
AUSTRALIAN CAPITAL TERRITORY

APPROPRIATION BILL 2012-2013 (No. 2)

EXPLANATORY STATEMENT

Presented by
Mr Andrew Barr MLA
Treasurer

Authorised by the ACT Parliamentary Counsel—also accessible at www.legislation.act.gov.au



[image: image2.png]APPROPRIATION BILL 2012-2013 (No 2}

The Appropriation Act 2012-2013 (No. 2} is the mechanism for the appropriation of

additional monies for the 2012-13 financial year.

Under Section 58 of the Australian Capital Territory (Self-Government} Act 1988,
public money may not be issued or spent except as authorised by law. Under
Section 6 of the Financial Management Act 1996 (FMA), no payment of public money
may be made unless it is in accordance with an appropriation. Section 8 of the FMA
provides for separate appropriations to be made under an Appropriation Act in
respect of each directorate. The FMA also provides for appropriation units, being a
class of outputs, or a group of output classes, for which an appropriation is made by

an Appropriation Act. The Bill satisfies the provisions of each of these Acts.

The Bill provides for appropriations for:

(a) the provision of outputs by agencies; and
(b) any capital injection to be provided to agencies.

Appropriation Bill 2012-2013 (No. 2)

Clause 1 cites the short title of the Act as being the Appropriation Act 2012-2013

(No. 2} as it relates to the 2012-13 financial year.

Clause 2 provides that the Act commences on the day after its notification day.

Clause 3 outlines that a note included in this Act is explanatory and is not part of this

Act.

Clause 4 deals with the purposes of the Bill.

Clause 5 deals with definitions for the purposes of the Bill.

Clause 6 outlines that a term used in the Financial Management Act 1996 has the

same meaning in this Act.
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[image: image3.png]Clause 7 provides for the total additional (controlled) appropriation of $231,058,000,

in net cost of outputs and capital injection, in the 2012-13 financial year.

Clause 8 identifies, in accordance with the FMA, classes of outputs for the purposes

of the Bill.

Schedule 1 Part 1.1 provides for additional net cost of outputs appropriation of
$4,755,000 to the Chief Minister and Treasury Directorate within the output class

Financial and Economic Management for the 2012-13 financial year.

Schedule 1 Part 1.2 provides for additional net cost of outputs appropriation of

$113,147,000 to the ACT Local Hospital Network in the 2012-13 financial year.

Schedule 1 Part 1.3 provides for additional net cost of outputs appropriation of
$1,000,000 and additional capital injection appropriation of $112,156,000 to the
Commerce and Works Directorate within output class Revenue and Government

Business Management in the 2012-13 financial year.
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Section 1

Name of Act
This Act is the Appropriation Act 2012-2013 (No 2).

Commencement

This Act commences on the day after its notification day.

Note The naming and commencement provisions automatically commence on
the notification day (see Legislation Act, s 75 (1)).

Notes
A note included in this Act is explanatory and is not part of this Act.

Note See the Legislation Act, s 127 (1), (4) and (5) for the legal status of
notes.

Purposes of Act
This Act is made for the purposes of—
(a) the Self-Government Act, section 57 and section 58; and

(b) the Financial Management Act, section 6 and section 8.

Definitions for Act
In this Act:

agency means a directorate, territory authority or territory-owned
corporation.

Financial Management Act means the Financial Management
Act 1996.

financial pear means the year that began on 1 July 2012.

Terms used in Financial Management Act

A term used in the Financial Management Act has the same
meaning in this Act.

page 2
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Additional appropriations of $231 058 000
If an agency is mentioned in a part of schedule 1, column 1—

(a) the amount mentioned in that part, column 4 is appropriated to
the agency for the additional net cost of providing outputs in
the financial year for the appropriation unit mentioned in that
part, column 2 (the relevant appropriation unit), and

(b) the amount mentioned in that part, column 5 is appropriated to
the agency for capital injection in the financial year for the
relevant appropriation unit.

Appropriation units and output classes

A group of outputs mentioned in schedule 1, column 3 is identified
as a class of outputs for the Financial Management Act.

An appropriation unit mentioned in schedule 1, column 2 consists of
the classes of outputs, or the group of output classes, mentioned in
column 3 for the appropriation unit.

Appropriation Bill 2012-2013 (No 2) page 3

Authorised by the ACT Parliamentary Counsel—also accessible at www.legislation.act.gov.au



[image: image8.png]Schedule 1

Additional appropriations and output classes

Schedule 1

output classes

Additional appropriations and

(sees 7ands 8)
column 1 column 2 column 3 column 4 column 5 column 6
agency appropriation unit class of output netcost of  capital injection total
outputs
$ $ $

Part 1.1 i i
Chief Minister Chief Minister and Financial and 4755 000 4755 000
and Treasury Treasury Economic
Directorate Directorate Management
Part 1.2
ACT Local ACT Local ACT _Local 113 147 000 113 147 000
Hospital Network ~ Hospital Network Hospital Network
Part 1.3
Commerce and Commerce and Revenue and 1000 000 112156 000 113 156 000
Works Directorate ~ Works Directorate Govemnment

Business

Management

page 4

Authorised by the ACT Parliamentary Counsel—also accessible at www.legislation.act.gov.au

Appropriation Bill 2012-2013 (No 2)



[image: image9.png]Endnotes

1 Presentation speech
Presentation speech made in the Legislative Assembly on 14 February 2013.

2 Notification
Notified under the Legislation Act on 2013.
3 Republications of amended laws

For the latest republication of amended laws, see www.legislation.act.gov.au.
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Appendix B Committee public hearings
Witnesses who appeared before the Committee at public hearings:
Public hearing of Tuesday, 5 March 2013—1:15pm to 2:15pm:
· Mr Andrew Barr MLA, Treasurer and Minister for Economic Development
· Mr Neil Bulless, Executive Director, Finance and Budget Division, Chief Minister and Treasury Directorate

· Ms Megan Smithies, Director-General, Commerce and Works Directorate

· Mr Daniel Stewart, Acting Under Treasurer, Chief Minister and Treasury Directorate

· Mr Dermot Walsh, Director, Strategic Finance, Economic Development Directorate

Public hearing of Tuesday, 5 March 2013—3:30pm to 4:00pm:

· Ms Katy Gallagher MLA, Minister for Health

· Dr Peggy Brown, Director-General, Health Directorate

· Mr Ron Foster, Executive Director, Financial Management, Health Directorate

· Mr Phil Ghiradello, Executive Director, Performance and Innovation, Health Directorate
Appendix C Appropriations provided for by the Bill
	Agency
	Appropriation Unit
	Class of output
	Total amount appropriated—$

	Chief Minister and Treasury Directorate
	Chief Minister and Treasury Directorate
	Financial and Economic Management
	4 755 000

	ACT Local Hospital Network
	ACT Local Hospital Network
	ACT Local Hospital Network
	113 147 000

	Commerce and Works Directorate
	Commerce and Works Directorate
	Revenue and Government Business Management
	113 156 000

	Total
	231 058 000
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