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Resolution of appointment

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

Specifically the resolution of 27 November 2012 establishing the Standing Committees of the 8th Assembly, as it relates to the Public Accounts Committee states:

(1) The following general purpose standing committees be established and each committee inquire into and report on matters referred to it by the Assembly or matters that are considered by the committee to be of concern to the community:

(a) a Standing Committee on Public Accounts 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;

Terms of reference

The Committee’s terms of reference were to examine the Audit report and report to the Legislative Assembly.
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Recommendations

Recommendation 1
3.18
The Committee recommends that the ACT Government take appropriate steps to ensure that its response to Auditor-General Report No. 2 of 2016: Maintenance of Public Housing is either tabled by the 8th Legislative Assembly’s  first sitting day in August 2016 or made available prior to the commencement of the 2016 Caretaker period.
Recommendation 2
3.19
The Committee recommends that the ACT Government report to the ACT Legislative Assembly by the last sitting day in August 2017, on the progress of its implementation of the recommendations made in Auditor-General’s Report No. 2 of 2016: Maintenance of Public Housing, that have been accepted either in-whole or in-part.  This should include: (i) a summary of action to date, either completed or in progress (including milestones completed); and (ii) the proposed action (including timetable), for implementing recommendations (or parts thereof), where action has not yet commenced.
Recommendation 3
3.27
The Committee recommends that the ACT Government detail in its response to Auditor-General’s Report No. 2 of 2016: Maintenance of Public Housing how it will ensure quality and timeliness of work orders.
Recommendation 4
3.28
The Committee recommends that the ACT Government clarify in its response to Auditor-General’s Report No. 2 of 2016: Maintenance of Public Housing which area within the Community Services Directorate has primary responsibility for overseeing that the Total Facilities Management (TFM) contractor’s (Spotless) quarterly performance evaluations (as required under the TFM contract) are routinely provided.
Recommendation 5
3.29
The Committee recommends that the ACT Government implement a regular and timely reporting system (for example, quarterly) in which the Total Facilities Management contractor (Spotless) must report to the Community Services Directorate’s designated entity about work orders and other relevant indicators, that it has completed in that reporting period.  This should include: (i) more information on how results are measured—in particular, explanations of differences between actual results and planned targets; and (ii) clear and informative explanations for material variances from the planned targets.
Recommendation 6
3.31
The Committee recommends that the ACT Government review the policies and procedures for the Total Facilities Management (TFM) contractor’s (Spotless) use of keys for Housing ACT properties, including the procedures surrounding the TFM contractor giving keys to individuals/organisations to access Housing ACT properties.
Recommendation 7
3.35
The Committee recommends that the ACT Government clarify in its response to Auditor-General’s Report No. 2 of 2016: Maintenance of Public Housing which area within the Community Services Directorate has primary responsibility for overseeing the reviews undertaken by Spotless’ Works Supervisors for checking that work orders have been completed.
Recommendation 8
3.42
The Committee recommends that the ACT Government ensure that any variations to contracts it enters into on behalf of the Territory are effectively managed and adequately and contemporaneously documented.
Recommendation 9
3.46
The Committee recommends that the ACT Government report to the ACT Legislative Assembly,  by the last sitting day in September 2017, on the five-year outcomes of the 2012–2017 Total Facilities Management contract as they relate to contract management and performance (outputs and outcomes).
Recommendation 10
3.47
The Committee recommends that, in advance of the expiry of the current contract, the ACT Government should undertake a comprehensive evaluation of the Total Facilities Management contract for the delivery of maintenance for public housing in the Territory.  The Evaluation should include: (i) overall performance of the Contract (operation and outcomes); (ii) the acquiring entity’s management of the Contract; and (iii) report to the ACT Legislative Assembly on the findings.
Recommendation 11
3.49
The Committee recommends that the ACT Government provide clearer demarcation of the roles of the Housing and Community Services Division and the Community Services Directorate in managing the Total Facilities Management contract.
Recommendation 12
3.50
The Committee recommends that the ACT Government review the policies and procedures for the Total Facilities Management contractor’s (Spotless) allocation of work to subcontractors or to itself, including the criteria for allocation of work and how this meets its contractual obligations to the Government.
Recommendation 13
3.56
The Committee recommends that the oversight role of the Joint Consultative Committee in relation to the management of the Total Facilities Management contract be extended to include consideration of all final reports of targeted audits as opposed to those designated ‘high risk’ only.
Recommendation 14
3.61
The Committee recommends that the ACT Government table in the ACT Legislative Assembly, by the first sitting day in August 2016, the follow-up review of the Spotless Call Centre expected to be finalised in early 2010 together with detail on progress with regard to implementation of identified recommendations.
Recommendation 15
3.66
The Committee recommends that, where possible, the ACT Ombudsman give consideration to detailing in future annual reports a breakdown of complaints concerning public housing issues as received by the Office for the applicable reporting period.
Recommendation 16
3.74
The Committee recommends that the ACT Government prioritise the development and implementation of a centralised comprehensive asset register of ACT public housing assets.


1 Introduction and conduct of inquiry
1.1 Auditor-General’s Report No. 2 of 2016: Maintenance of Public Housing (the Audit report) was presented to the Legislative Assembly on 14 April 2016.

1.2 In accordance with the resolution of appointment of the Standing Committee on Public Accounts (the Committee), the Audit report was referred to the Committee for examination.

1.3 The Audit report presented the results of a performance audit that examined Housing and Community Services’ management of the Total Facilities Management contract since 2012 for the maintenance of public housing in the ACT.

Terms of reference

1.4 The Committee’s terms of reference were to examine the Audit report and report to the Legislative Assembly.

Conduct of inquiry

1.5 On 17 May 2016 the Committee received a briefing from the Auditor-General in relation to the Audit report.

1.6 As noted earlier, under its resolution of appointment, the Committee examines all reports of the Auditor-General which have been presented to the Legislative Assembly. Specifically, its resolution of appointment requires the Committee to ‘inquire into and report’ on all reports of the Auditor-General which have been presented to the Assembly. The Committee has established procedures for its examination of these reports pursuant to the Assembly resolution.

1.7 In accordance with these procedures, the Committee resolved to conclude its consideration of the Audit report with a summary report.

1.8 The Committee met on 24 and 31 May 2016 to discuss the Chair’s draft report which was adopted on 31 May 2016.

Structure of the report

1.9 The Committee’s report is divided into four sections:

· Chapter 1—Introduction and conduct of inquiry

· Chapter 2—Audit background and findings

· Chapter 3—Committee comment

· Chapter 4—Conclusion

Acknowledgements

1.10 The Committee thanks those who contributed to its inquiry, including the Auditor-General, responsible Minister(s), and directorate and agency officials.

2 Audit background and findings

2.11 This chapter presents an overview of the background to, and key findings of, the Audit.

Audit background and objectives

2.12 The objective of the Audit was to provide:

...an independent opinion to the Legislative Assembly on the effectiveness of Housing and Community Services’ management of the Total Facilities Management contract for the delivery of maintenance for public housing.

Audit conclusions

2.13 The Audit report contained the following audit conclusions drawn against the Audit objectives.

2.14 The overall conclusion was:

Managing the Total Facilities Management contract poses many challenges. While Housing and Community Services has positioned itself positively to meet these, particularly through establishing a sound governance framework for the contract, its management of the contract is not fully effective. Importantly, there is scope for Housing and Community Services to improve its contract management through fully implementing the governance framework as provided for in the Total Facilities Management contract, improving its identification and management of risk, strengthening its oversight of Spotless’ quality control systems and better managing and documenting contract variations.

2.15 The Audit made conclusions in relation to each of the three Audit themes—governance; time, quality and cost; and planned maintenance.  These conclusions are summarised below.

Governance

2.16 With regard to governance, the Audit concluded that ‘Housing and Community Services has established a generally sound governance structure to support the Total Facilities Management contract...’.  However, the Audit also concluded that this governance structure ‘has not been fully implemented and Housing and Community Services’ oversight of Spotless has been inadequate’.  The Audit found that the contract did not have a risk management plan and that ‘Housing and Community Services does not have visibility over the delivery of works managed by Spotless’.

2.17 The Audit found that ‘work order audits undertaken by Spotless have been problematic and Housing and Community Services has not enforced the necessary and required standard for these audits.’  Housing and Community Services ‘has not provided effective oversight of, and has not followed-up in relation to, targeted quality audits’ undertaken by its Quality Assurance team.

2.18 According to the Audit, there were ‘contractual provisions designed to drive quality and innovation, and provide employment of target groups’ that had not been enforced. It was concluded that although initiatives had been introduced to address some of these matters, ‘more remains to be done.’
 The Audit also concluded that ‘[c]ontract variations have not been effectively managed as changes to the contract have not been documented or, if they have, the documentation is inadequate.’

Time, quality and cost

2.19 In relation to time, quality and cost, the Audit report concluded that while Spotless had ‘met timeliness targets for the delivery of the more urgent maintenance services’ it did not do so for routine tasks.  In addition, the reliability of timeliness data was found to be uncertain.

2.20 The Audit concluded that Housing and Community Services ‘does not have sufficient oversight’ of Spotless’ quality control activities, its work order audits, and the allocation and quality of maintenance work undertaken by Spotless’ in-house maintenance provider.

2.21 It was concluded that although the results of customer satisfaction surveys were used to determine Spotless’ incentives and abatements the survey response rates were ‘very low’. The Audit report also concluded that ‘Spotless has not delivered the continuous improvement plans or Service Delivery reviews required by the contract’.

2.22 It was also concluded that Housing and Community Services and Spotless ‘have established cost and price control arrangements and implemented processes for effectively managing payments to subcontractors.’

Planned maintenance

2.23 With regard to planned maintenance, the Audit concluded that multiple information systems were used by Housing and Community Services for planning maintenance activities.  The Audit concluded that ‘a centralised comprehensive asset register of ACT housing assets’ is required.

2.24 The Audit report also concluded that as Spotless had increased the proportion of properties that have had a recent condition assessment audit, consideration should be given to changing the relevant key performance indicator. The Audit concluded that more priority should be given to condition assessments in determining the planned maintenance program.

2.25 The Audit report also found that some maintenance tasks were incorrectly classified as planned maintenance. It concluded that the amount spent on planned maintenance should be calculated accurately as this was an important element of the Asset Management Strategy and contributed to Spotless’ incentives or abatements.

Audit findings

2.26 The Audit provided key findings to support its conclusions. The main elements of these findings—across the three audit themes—are reproduced below.

Governance

2.27 Key findings across the audit theme—governance—were:

· Governance could be strengthened by improving oversight by the Joint Consultative Committee of audits, risk, quality and contract management.

· The Housing and Community Services’ Contract Management Plan does not address risks.

· ‘Spotless’ Quality Management Plan does not adequately specify quality assurance activities in relation to key risk areas’ nor does it specify ‘what Spotless will do to ensure its sub-contractors deliver work of the required quality’.

· The Spotless Quality Management Plan is not well aligned with the Housing and Community Services Quality Framework.

· The Quality Assurance team in Housing and Community Services has been ‘below its planned strength for most of the Total Facilities Management contract term’.

· The Performance Management System could be improved by increasing its focus on ‘measuring impact and outcomes, rather than activities and process’.

· The Joint Consultative Committee ‘provides active oversight of the application of the Performance Management System and has proven to be an effective forum...’.

· Although Housing and Community Services’ Quality Assurance team had identified significant issues in relation to work order audits, these ‘were not formally reported to the Joint Consultative Committee’.

· ‘Housing and Community Services has not enforced the necessary and required standard for work order audits as set out in the Total Facilities Management contract...’.

· It would be ‘prudent for Housing and Community Services to arrange for a comprehensive independent audit of Spotless’ conduct of work order audits and the effectiveness of related controls’.

· Final reports and findings ‘of targeted audits undertaken by Housing and Community Services Quality Assurance team have not been formally referred to [the] Joint Consultative Committee...’.

· ‘Housing and Community Services’ monitoring of the implementation of recommendations from targeted audits undertaken by the Quality Assurance team... has been inadequate.’

· ‘Recent policy changes which increase the involvement of the Community Services Directorate’s internal audit group in the conduct of designated ‘high risk’ targeted audits, and require the reports of these audits to be tabled with both the Joint Consultative Committee and the Community Services Directorate Audit and Risk Management Committee, have strengthened assurance in relation to the administration of the Total Facilities Management contract.’

· ‘Extending the Joint Consultative Committee’s oversight to include all targeted audits would provide a more comprehensive overview of risk...’.

· Improving the interconnectivity of Spotless and Housing and Community Services IT systems ‘would improve the planning of maintenance activities...’.

· ‘Housing and Community Services has no visibility over the reviews undertaken by Spotless’ Works Supervisors for checking that work orders have been completed.’

· ‘Spotless’ quarterly performance evaluations have not been routinely provided and, as Housing and Community Services have not insisted on their provision, it has not adequately enforced the Total Facilities Management contractual requirements.’

· Although Spotless is required by the contract to provide ethical suppliers’ declarations every six months, this did not occur until August 2015 following a request from Housing and Community Services.

· Formal complaints to Spotless by Housing and Community Services ‘have generally been adequately addressed’.

· Spotless has not met targets for the employment of target groups set in the Total Facilities Management contract.

· At the time of the Audit, ‘Housing and Community Services has not established a risk management plan specifically for the Total Facilities Management contract’.

· ‘Housing and Community Services’ management of contract variations has not been adequate over the life of the contract.’

Time, quality and Cost

2.28 Key findings across the audit theme—time, quality and cost—were:

· ‘Timeliness of repair tasks managed by Spotless has been satisfactory for the more urgent maintenance categories but the target was not achieved for routine (within 20 day) tasks...’

· ‘Housing and Community Services needs to assess whether Spotless has addressed the problems in the reporting of timeliness that were identified by Spotless in its 2015 audit....[I]t would be prudent for Housing and Community Services to initiate action to assure itself that the problems identified in that audit are not experienced more generally, and that Spotless staff and sub-contractors are undertaking the correct processes for the completion of work orders and for data entry into relevant systems.’

· Current reporting ‘does not provide Housing and Community Services with adequate visibility over Spotless’ Work Supervisors inspections of works undertaken by Spotless or its sub-contractors’.

· Housing and Community Services should address ‘the significant and persistent gap’ between the failure rates it found and those reported by Spotless.

· Since ‘Housing and Community Services does not have visibility over the work orders selected by Spotless for its audits...it does not have any assurance that the audit results are representative and reliable’.

· Audits of work orders by Spotless ‘are not conforming to requirements under the contract and not providing adequate assurance on the quality of work performed...’.

· Independent quality assurance should be undertaken of work done by Asset Services, Spotless’ in-house maintenance provider.

· Surveys undertaken to measure tenant satisfaction with maintenance services managed by Spotless have very low response rates.

· Although the contract requires Spotless to produce a continuous improvement plan and conduct Service Delivery Reviews this has not occurred.

· Housing and Community Services has ‘established a generally sound framework for the control of costs allocated to individual tasks’. 

Planned maintenance

2.29 Key findings across the audit theme—planned maintenance—were:
· Although the Public Housing Asset Management Strategy 2012–2017 requires a report to the Minister on specified performance indicators, this has not been produced.

· Housing and Community Services lacks ‘a centralised asset register that contains comprehensive information on public housing properties’.

· It would be ‘prudent to develop a long-term plan for progressively centralising information on public housing assets...’.

· ‘Spotless’ condition assessment audits have not met the target in any quarter from contract commencement in 2012 through to October 2015, and Spotless did not provide required Energy Efficiency Rating reports in the first two years of the current Total Facilities Management contract.’

· While changes have resulted in the target being met each month since October 2015, ‘Housing and Community Services needs to monitor the revised arrangements to ensure targets continue to be met’.

· Given Spotless’ progression of the completion of condition assessments of properties, the relevant key performance indicator should be changed to ‘having all properties with a condition assessment no more than five years old...’.

· There was a need to improve business rules for classifying ‘maintenance expenditure as either planned or responsive...’.

· Low priority is being given to works identified through condition assessment audits and that this ‘increases the risk that they will not be completed in the year initially planned’.

Audit recommendations

2.30 The Audit made 18 recommendations which are reproduced in full at Appendix A. Table 2.1 provides a summary of the recommendations across the three audit themes.

Table 2.1—Summary of Audit recommendations and broad coverage

	Audit theme
	Recommendation number and broad coverage


	1. Governance
	R1—Quality Management Plan

	
	R2—Performance Management System

	
	R3—Work order audits

	
	R4—Quality assurance

	
	R5—Connectivity of IT systems

	
	R6—Contractual obligations

	
	R7—Risk management

	
	R8—Managing contract variations

	2. Time, quality and cost
	R9—Timeliness of maintenance tasks

	
	R10—Inspection of works

	
	R11—In-house maintenance provision

	
	R12—Tenant satisfaction surveys

	
	R13—Continuous improvement plan and Service Delivery Reviews

	3. Planned maintenance
	R14—Performance against the Public Housing Asset Management Strategy

	
	R15—Asset register 

	
	R16—Condition assessments

	
	R17—Definition of planned maintenance 

	
	R18—Condition assessments in planned maintenance


2.31 In 2013–14, the Government adopted a new approach for responding to performance audit reports. Changes under the new approach included: (i) confining management responses in audit reports to advising of factual errors only; and (ii) the discontinuation of the provision of a Government submission
 to the Committee in response to each audit report (three months after presentation).

2.32 The new approach for responding to performance audit reports is reflected in the Audit report. The Audit report notes that the Community Services Directorate was provided with draft proposed reports for comment and a final proposed report for further comment. The Audit report also advises that the Community Services Directorate was asked to provide comments for inclusion in the final report in the Summary chapter but it did not do so.  However, the Audit report points out that ‘no matters regarding the factual accuracy of material in...[the] report were brought to the attention of the Auditor-General’.

2.33 As a consequence Table 2.1, until such time as the Government response to the Audit report is available, does not detail any information regarding the Government position on recommendations—in particular, whether recommendations have been accepted, either in whole or in-part and any action to date, either completed or in progress.
3 Committee comment

3.34 The Audit report presented the results of a performance audit that examined the management of the Total Facilities Management contract since 2012 for the maintenance of public housing in the ACT. 
3.35 The Committee is of the view that the management of maintenance, repairs and upgrades of public housing assets needs to be efficient and effective.  The Committee emphasises that well directed maintenance of public housing assets is about ensuring safety for tenants, amenity and preservation of assets.  Further, the Committee acknowledges the important contribution that the quality and state of repair of public housing makes to the well-being of tenants.   
3.36 The Audit findings need to be considered in the context of background relating to: (i) the Total Facilities Management (TFM) contract; and (ii) public housing characteristics specific to the Territory.  

The Total Facilities Management contract

3.37 Since 2001–02, the management and delivery of maintenance, repairs and upgrades of public housing assets in the Territory has been through a Total Facilities Management (TFM) contract with a private sector provider.

3.38 Under the TFM contract, the private sector provider has responsibility for the planning and management of maintenance and service upgrades on behalf of the Government.  Housing and Community Services (HCS), a division within the Community Services Directorate (CSD) is responsible for the provision of social and community services in the ACT.  A key responsibility of the HCS division is the management of the public housing assets (dwellings) for the Territory—the focus of the Audit.   Entities within CSD responsible for public housing assets is summarised in table 3.1.

Table 3.1—Entities within CSD responsible for public housing assets



3.39 HCS is the only public housing provider in Australia to use a TFM contract to manage its public housing assets.
   As to the appropriateness of using a TFM model for the maintenance of public housing, the former Chief Executive of the Department of Disability, Housing and Community Services commented:

The ACT is the only jurisdiction in Australia to use a Total Facilities Management model for the maintenance of a public housing portfolio. This model involves the facilities manager taking responsibility for a comprehensive range of services, from running the maintenance call centre to planning and managing the annual budget for all stock maintenance and related activities. The potential benefits of such a model, which include the management efficiencies of a national maintenance specialist, cost efficiencies of a private sector subcontractor base and the synergies of a single provider of the service delivery stream.
    
3.40 Since 2005, Spotless Facility Services Pty Ltd (Spotless) has been awarded the TFM contract.  Principally, this has encompassed the initial awarding of a three year contract in 2005, with two two-year extensions as provided for in the original contract, followed by a second contract, for a five year term, which commenced from 9 May 2012.

3.41 A timeline for the TFM contract with Spotless for the planning and management of maintenance of ACT public rental dwellings is set out in Table 3.2. 
Table 3.2—Timeline for the TFM contract with Spotless for the planning and management of maintenance of ACT public rental dwellings

	Date
	Event

	27 June 2005
	The Total Facilities Management (TFM) Contract with Spotless Facility Services Pty Ltd was executed on 27 June 2005.
 The Contract commenced on 1 July 2005 for an initial period of 3 years
—i.e., it expired on 30 June 2008. The Contract provided for up to two two-year extensions.



	Late 2007
	In late 2007, Housing ACT recommended to the Commissioner for Housing that the TFM contract be extended for two years. However, this recommendation was not formally accepted until early May 2008, leaving a short period for contract negotiation.



	7 August 2008
	The ACT Auditor-General’s Report No. 4 of 2008: Maintenance of Public Housing recommended (Recommendation 12) that—‘For any future extension of the contract, DHCS should better plan and negotiate the extension, well before the period set out in the contract.’



	17 March 2009
	On 17 March 2009, the parties entered into a Deed of Variation which extended the original contract
—i.e., almost 9 months after expiry of the initial contract. The Deed of Variation was effective from 5 December 2008. As a result the original TFM contract was extended for a further 2-year period —i.e., until 30 June 2010. In considering whether to extend the contract, the following matters were considered: current performance; ideal target performance; competition in the market; and cost benefit analysis.
 


	December 2009
	DHCS commenced negotiations with Spotless on the possible extension of the TFM contract.



	Early March 2010
	A Deed of Variation further extending the original contract was executed in early March 2010.
 As a result the original contract was extended for an additional 2-year period—i.e. 1 July 2010 to 30 June 2012.



	2012
	Following a procurement process, a second contract was entered into for a 5 year period from 9 May 2012 to May 2017.



3.42 The current TFM contract with Spotless requires that:
Spotless, as the Total Facilities Manager, plan and deliver the contracted services within an agreed public housing maintenance budget. Spotless receives a management fee, which is adjusted annually to reflect changes in input costs and which may be further adjusted through incentives and abatements to reflect performance.

3.43 In terms of total value, taking into account payments over the life of the Contract, which are expected to reach $242 million, the current TFM contract can be categorised as one of the Territory’s largest ongoing contracts.
  

Public housing in the Territory

3.44 The significance of the TFM contract also needs to be considered in the context of the quantum of public housing (dwellings) assets, specific demographics relating to housing stock, tenancies as a proportion of the ACT population, and maintenance demand—costs and management.  A summary of key aspects as they relate to these elements include:   

· In 2014–15, 10 611 tenancies were managed which provided accommodation for 22 096 people (approximately six per cent of the ACT population as at 30 June 2015).

· In terms of per capita provision of public housing—the ACT has 29 dwellings per 1000 persons (more than double the national average) of 14 per 1000 persons.
   

· In terms of assets on the balance sheet, the ACT public housing stock (land and buildings) was valued in 2015 at $4.5 billion—representing approximately 16 per cent of the Territory’s total assets.
 

· In terms of maintenance demand—responsive maintenance requests/demand has averaged 85 000 calls per annum over the last four years (2011–12 to 2014–15).

· Approximately 70 000 work orders that detail the work to be completed were raised per annum for both responsive and planned maintenance over the last four years (2011–12 to 2014-15).

· The quantum of the public housing maintenance budget in 2014–15 was $41.25 million together with a management fee payable to Spotless of $6.92 million.
  
3.45 In considering the Audit report and its findings, the Committee is of the view that five areas warrant further comment—(i) progress on implementation of recommendations; (ii) previous performance audit on maintenance of public housing; (iii) governance matters; (iv) time, quality and cost matters; and (v) planned maintenance matters.  Comment against each of these is set out below.
Progress on implementation of recommendations

3.46 The Committee emphasises that it is the action taken by applicable agencies to implement audit recommendations that is all important in helping achieve better efficiency and improving accountability of the Government, not the recommendations per se.
3.47 The Audit made 18 recommendations aimed at improving HCS’ management of the public housing maintenance contract, including through: (i) fully implementing the governance framework as provided for in the TFM contract; (ii) improving its identification and management of risk; (iii) strengthening its oversight of Spotless’ quality control systems; and (iv) better management and documentation of contract variations.    

3.48 At the time of tabling its report, the timeframe for provision of the Government response had not yet lapsed.  The Committee has therefore not been in a position to assess whether the Government has responded appropriately to the Auditor-General’s findings.  The Committee endorses all 18 recommendations of the Auditor-General and looks forward to a favourable response from the Government.  

3.49 The Audit report was presented on 14 April 2016—pursuant to the new approach for responding to reports of the Auditor-General, a government response is due four months after presentation.
   
3.50 The Committee notes that the four month timeframe for the provision of the Government response will fall outside the final sitting week of the 8th Assembly.  The Committee is of the view that, where possible, the Government should take appropriate steps to ensure that its response is either tabled during the August sitting or made available prior to the commencement of the Caretaker period.
The Committee recommends that the ACT Government take appropriate steps to ensure that its response to Auditor-General Report No. 2 of 2016: Maintenance of Public Housing is either tabled by the 8th Legislative Assembly’s  first sitting day in August 2016 or made available prior to the commencement of the 2016 Caretaker period.
The Committee recommends that the ACT Government report to the ACT Legislative Assembly by the last sitting day in August 2017, on the progress of its implementation of the recommendations made in Auditor-General’s Report No. 2 of 2016: Maintenance of Public Housing, that have been accepted either in-whole or in-part.  This should include: (i) a summary of action to date, either completed or in progress (including milestones completed); and (ii) the proposed action (including timetable), for implementing recommendations (or parts thereof), where action has not yet commenced. 
Previous audit on maintenance of public housing

3.51 The Committee notes that the Auditor-General conducted a performance audit in 2008
 which examined ‘the efficiency and effectiveness of the management of maintenance of ACT public housing stock, as well as maintenance of vacated properties.’  That audit made 12 recommendations. The Government initially agreed to 11 recommendations and agreed in part to one, but during a subsequent public hearing a representative of the former Department of Disability, Housing and Community Services confirmed that all 12 recommendations had been implemented.
 

3.52 Notwithstanding the above, the findings and recommendations of the 2016 Audit suggest a number of issues identified in 2008 remain unaddressed.  These include for example, deficiencies in the implementation of the governance framework for the TFM contract, the absence of a risk management plan specifically for the Contract, a need to improve oversight of Spotless’ activities, and the need to improve quality assurance.

3.53 A summary of the recurring findings (and where applicable recommendations) as identified across each audit is set out in Table 3.3.
Table 3.3—Summary of recurring findings across performance audit No. 4 of 2008 and No. 2 of 2016
	Audit area
	Audit report No. 4 of 2008: Maintenance of Public Housing 
	Audit report No. 2 of 2016 Maintenance of Public Housing

	1. Governance
(committees)
	- Noted there was a sound governance framework in place but ‘there were instances where action items were not recorded as complete, or were not completed in a timely fashion’ (p. 4).
Recommendation 2 —Housing ACT should adopt a consistent method for tracking the actions of each of its housing maintenance governance committees, with a view to facilitating the efficient handling of committee business’ (p. 7). The Government agreed with the recommendation.
	- Housing and Community Services (HCS) has established a generally sound governance structure but this has not been fully implemented and HCS oversight of Spotless has been inadequate (p. 1).

	2. Governance
(risk management)
	- Housing ACT ‘has not established a specific risk management plan for the management of the TFM contract’ (p. 4). 
Recommendation 3—Housing ACT should prepare and implement a risk management plan specifically relating to the risks for the management of the TFM contract. (p. 8) The Government agreed with the recommendation. 
	- There is no risk management plan specifically for the contract (p. 1).

	3. Performance management


	- Indicated that there were opportunities to improve monitoring of the quality and timeliness of work carried out by sub-contractors (p. 4).
- Quality assurance (QA) reviews could be made more rigorous. QA processes were not sufficient in some areas to assure quality (p. 5).
- Insufficient information on regular reviews of work orders reviewed only by Spotless staff (p. 5).
- Client satisfaction was below national average and did not achieve contractual target of an improvement of 5% each year (p. 5).
Recommendation 5—Housing ACT should improve guidelines for conduct of reviews of work done by Spotless and its sub-contractors; sufficiently resource its quality assurance program; endeavour to conduct all reviews in accordance with revised guidelines; and require Spotless to report regularly and comprehensively on the outcome of its reviews of work orders (p. 8). The Government agreed with the recommendation.
	- HCS does not have visibility over the delivery of works managed by Spotless (p. 1).
- Work order audits undertaken by Spotless have been problematic and HCS has not enforced the necessary and required standard for these audits (pp. 1-2).

- HCS has not provided effective oversight of targeted quality audits by HCS Quality Assurance team (p. 2).
- HCS does not have sufficient oversight of Spotless’ quality control activities, in particular over Spotless’ work order audits and the allocation and quality of maintenance work undertaken by Spotless’ in-house maintenance provider (p. 2).
- Customer satisfaction surveys have a very low response rate (p. 2).

	4. Contract administration


	- Housing ACT did not have sufficient ongoing assurance that the Spotless call centre operations, such as assessing maintenance requests and allocating them to appropriate sub-contractors, were functioning as required (p. 5).
- The selection process used by Spotless for sub-contractors lacked transparency (p. 5).
Recommendation 7—Housing ACT should take measures such as regular reviews to ensure the Spotless call centre, which receives maintenance calls from tenants and Housing Managers and allocates work to maintenance sub-contractors, is operating as required by the contract (p. 9). The Government agreed with the recommendation.
Recommendation 9—Housing ACT should clearly define the criterion used to determine its involvement with Spotless’ selection of sub-contractors; and agree with Spotless on the selection process, strategy and evaluation criteria before the tender of sub-contracts, consistent with Government Procurement Policy and Guidelines (p. 10). The Government agreed with the recommendation.
	- Contract variations have not been effectively managed as changes to the contract have not been documented or the documentation is inadequate (p. 2).


Governance matters

Work orders and quality assurance
3.54 Work orders are the principal aspect of the TFM contract as it relates to service provision in the context of planning and management of public housing maintenance and service upgrades.   The work order process is a key tool for ensuring that the contracting entity meets its contractual obligations, managing oversight of contractors and is linked to abatements and incentive payments as specified in the TFM contract.  A summary of the current work order process for the maintenance of public rental housing in the ACT is set out in Table 3.4.  
Table 3.4—Current work order process for managing maintenance of public rental housing in the ACT



3.55 Whilst management of the work order process at an operational level is critical to meeting deliverables under the TFM contract, equally important are assurances about the quality, timeliness and cost of the work undertaken.  Assurance of the work undertaken via work orders is a twofold process and involves: (i) work order audits by Spotless (Total Facilities Manager); and (ii) quality assurance review of Spotless’ work order audits by HCS.  The Committee notes that the Audit identified a number of concerns with regard to each of the aforementioned assurance processes. 

3.56 As to the management of the work order process at an operational level and the effectiveness of the quality assurance process to ensure that work is undertaken in a timely manner and is of an appropriate standard, the Audit found that:

· HCS did not have visibility over the delivery of works managed by Spotless.

· Work order audits undertaken by Spotless had been problematic and HCS had not enforced the necessary and required standard for these audits.

· HCS has not provided effective oversight of targeted quality audits by HCS Quality Assurance team.

· HCS does not have sufficient oversight of Spotless’ quality control activities, in particular over Spotless’ work order audits and the allocation and quality of maintenance work undertaken by Spotless’ in-house maintenance provider.

3.57 The Committee acknowledges that the Audit made a recommendation (with multiple parts) to address audit findings as they relate to work order audits.
 Further to that recommendation, the Committee makes the following recommendations to strengthen accountability with regard to oversight of work orders. 

The Committee recommends that the ACT Government detail in its response to Auditor-General’s Report No. 2 of 2016: Maintenance of Public Housing how it will ensure quality and timeliness of work orders.
The Committee recommends that the ACT Government clarify in its response to Auditor-General’s Report No. 2 of 2016: Maintenance of Public Housing which area within the Community Services Directorate has primary responsibility for overseeing that the Total Facilities Management (TFM) contractor’s (Spotless) quarterly performance evaluations (as required under the TFM contract) are routinely provided.
The Committee recommends that the ACT Government implement a regular and timely reporting system (for example, quarterly) in which the Total Facilities Management contractor (Spotless) must report to the Community Services Directorate’s designated entity about work orders and other relevant indicators, that it has completed in that reporting period.  This should include: (i) more information on how results are measured—in particular, explanations of differences between actual results and planned targets; and (ii) clear and informative explanations for material variances from the planned targets.
3.58 The Committee further notes that management of the work order process at an operational level involves Spotless allocating the work order to a sub-contractor (or, in the case of certain agreed planned maintenance tasks, to Spotless’ in-house maintenance provider—Asset Services).  It is unclear to the Committee how access to public housing premises is managed and coordinated. Accordingly, the Committee makes the following recommendation:
The Committee recommends that the ACT Government review the policies and procedures for the Total Facilities Management (TFM) contractor’s (Spotless) use of keys for Housing ACT properties, including the procedures surrounding the TFM contractor giving keys to individuals/organisations to access Housing ACT properties. 
Oversight of quality 
3.59 The Audit found that oversight of quality with regard to the deliverables under the TFM contract had been inadequate.  This extended to both parties to the TFM contract. This included:
· Spotless’ Quality Management Plan not adequately specifying quality assurance activities in relation to key risk areas, such as sub‐contractor performance.  Further the Plan does not specify what measures Spotless will undertake to ensure its sub‐contractors deliver work of the required quality.

· The Spotless Quality Management Plan is not well aligned with the Housing and Community Services Quality Framework, as it has too broad a focus. The Housing and Community Services Quality framework deals extensively with the accountabilities and strategies for delivering the quality assurance measures required by the contract.

· The Quality Assurance team in Housing and Community Services has been below its planned strength for most of the Total Facilities Management contract term. While the Community Services Directorate has recently addressed this, it is a concern that adequate resourcing was not provided earlier, given the importance of this team’s role.

3.60 The Committee notes that the 2008 Audit found that there were opportunities for further improvement, in particular with regard to monitoring the quality and timeliness of work carried out by sub‐contractors.
 

3.61 The Committee also notes that the Audit made a recommendation (with multiple parts) to address audit findings as they related to quality assurance matters.
 Further to the Audit recommendation, the Committee notes that, as required under the TFM contract, Spotless’ quarterly performance evaluations have not been routinely provided and, the HCS Division has not insisted on their provision where non compliance has occurred.
  Accordingly, the Committee makes the following recommendation:

The Committee recommends that the ACT Government clarify in its response to Auditor-General’s Report No. 2 of 2016: Maintenance of Public Housing which area within the Community Services Directorate has primary responsibility for overseeing the reviews undertaken by Spotless’ Works Supervisors for checking that work orders have been completed.

Data on work orders per tenancy

3.62 The Audit noted that responsive maintenance work was of a high volume.
  Data presented in the Audit report indicated that for each year from 2011–12 to 2014–15, the number of work orders raised ranged between approximately 62 300 and 81 000, with an average 70 000 work orders raised annually over the last four years.
   Drawing on this data an analysis of work orders per tenancy is set out in table 3.5. 

Table 3.5—Analysis of work orders per tenancy for the period 2011–12 to 2014–15

	Period
	Work orders
	Tenancies
	 Work orders per tenancy

	2011–12
	62 300
	11 823
	5.27

	2012–13
	62 000
	11 577
	5.36

	2013–14
	80 000
	10 724
	7.46

	2014–15
	81 000
	10 611
	7.63


3.63 The Committee notes that approximately 81 000 work orders were raised in 2014–15.  It also notes that there were 10 611 public rental tenancies in the ACT in that year. Together, these data suggest that on average about eight work orders were raised per tenancy in that year. 

3.64 Further, the Committee notes that the average number of work orders raised per tenancy each year since 2011–12 has increased—ranging from approximately five work orders per tenancy in 2011–12 to approximately eight per tenancy in 2014–15.   The Committee is of the view that this trend warrants investigation. 
Contract variations

3.65 The Audit found that contract variations had not been effectively managed, in that changes to the Contract had not been documented or the documentation was found to be inadequate.
 
3.66 The Committee acknowledges that the Audit made a recommendation (with multiple parts) concerning improving management and documentation of variations to the TFM contract.
 
3.67 Notwithstanding the Audit recommendation, the Committee is of the view that the Audit finding is applicable to all government contracts and warrants a reminder to managers of these contracts to ensure that: (i) any variations are appropriately specified and recorded in a register of contract variations; and (ii) adequate documentary evidence is available to demonstrate agreement between contract parties concerning these variations.

The Committee recommends that the ACT Government ensure that any variations to contracts it enters into on behalf of the Territory are effectively managed and adequately and contemporaneously documented.  

Contract evaluation 

3.68 The Committee acknowledges that it is accepted practice to evaluate contract performance at the end of all contracts.  Given the value of the TFM contract as one of the Territory’s largest ongoing contracts and that it has been awarded to the same provider for over a decade, the Committee believes that these attributes warrant (at the end of the current contract) a comprehensive evaluation of the overall performance of the Contract (operation and outcomes) and the acquiring entity’s management of the Contract.

3.69 Such an evaluation should be planned in advance of the expiry of the current contract (May 2017) and be undertaken before the Contract ends so that any issues identified with the current arrangements can be factored into continuing and future contractual arrangements.  Further, a key outcome of such an evaluation should be the preparation of a status report on the performance of the Contract for tabling in the Assembly. 

3.70 The Committee considers that the findings of the Audit (which focused only on HCS management of the TFM contract) together with progress that takes place with regard to implementation of agreed recommendations, will be key material to be considered as part of such an evaluation.
The Committee recommends that the ACT Government report to the ACT Legislative Assembly,  by the last sitting day in September 2017, on the five-year outcomes of the 2012–2017 Total Facilities Management contract as they relate to contract management and performance (outputs and outcomes).   
The Committee recommends that, in advance of the expiry of the current contract, the ACT Government should undertake a comprehensive evaluation of the Total Facilities Management contract for the delivery of maintenance for public housing in the Territory.  The Evaluation should include: (i) overall performance of the Contract (operation and outcomes); (ii) the acquiring entity’s management of the Contract; and (iii) report to the ACT Legislative Assembly on the findings.

3.71 The Committee notes that the findings of the Audit should be considered as part of the development and management of ongoing and future contracts.  In particular, the Committee notes the Audit findings as they relate to: (i) clearer roles of contract stakeholders; (ii) contract management oversight and policies; and (iii) procedures for how the contracted entity allocates work to subcontractors and importantly how this meets its contractual obligations to the ACT Government.  In relation to these findings, the Committee makes the following recommendations:
The Committee recommends that the ACT Government provide clearer demarcation of the roles of the Housing and Community Services Division and the Community Services Directorate in managing the Total Facilities Management contract.

The Committee recommends that the ACT Government review the policies and procedures for the Total Facilities Management contractor’s (Spotless) allocation of work to subcontractors or to itself, including the criteria for allocation of work and how this meets its contractual obligations to the Government. 

Joint Consultative Committee oversight
3.72 The Audit found that the committee structure provided for in the TFM contract had been implemented and that all committees had been generally operating as planned.  Notwithstanding, the Audit was of the view that governance could be strengthened if the most senior committee, the Joint Consultative Committee (JCC), improved its oversight of audits, risk, quality and contract management.
3.73 A specific example Audit identified in support of this finding concerned matters raised by the HCS Quality Assurance team around the conduct of work order audits, including a specific recommendation to cease incentive payments, which was not formally brought to the attention of the JCC.
 

3.74 The extent to which the oversight role of the JCC could be improved is illustrated by the following audit findings:  
A review of Joint Consultative Committee minutes shows that final reports and findings of targeted audits undertaken by Housing and Community Services Quality Assurance team have not been formally referred to Joint Consultative Committee at any time since the current contract commenced in May 2012.

Housing and Community Services’ monitoring of the implementation of recommendations from targeted audits undertaken by the Quality Assurance team, including through its participation in the Joint Consultative Committee, has been inadequate.

3.75 The Committee notes that CSD has indicated that it will provide greater support for the conduct of quality assurance audits and to strengthen oversight, including as it relates to the JCC.  This includes: (i) final audit reports from designated ‘high risk’ targeted audits being presented at JCC and at the CSD Audit and Risk Management Committee; and (ii) recent policy changes to increase the involvement of the CSD internal audit group in the conduct of designated ‘high risk’ targeted audits together with a requirement that the reports of these audits are to be presented to both the JCC and the CSD Audit and Risk Management Committee.

3.76 Whilst the Committee acknowledges the changes CSD has undertaken to strengthen assurance, the Committee is of the view that given the value of the TFM contract, extending the JCC’s oversight to include all targeted audits (as opposed to those designated ‘high risk’ only) would provide a more comprehensive overview of risk and further strengthen assurance in relation to the management of the TFM contract.
The Committee recommends that the oversight role of the Joint Consultative Committee in relation to the management of the Total Facilities Management contract be extended to include consideration of all final reports of targeted audits as opposed to those designated ‘high risk’ only.
Time, quality and cost matters

Tenant satisfaction

3.77 The Audit found that customer satisfaction surveys had a very low response rate.
  The Committee understands that Spotless’ payment incentives or abatements are dependent on the results of customer satisfaction surveys.  As to the results of these surveys, the Audit reported there had been:

...a very low response rate and problems with them have been identified in quality audits. While Housing and Community Services has initiated action to improve the response rate, it remains low. If this persists then an alternative means for determining Spotless’ incentives and abatements will need to be pursued.

3.78 Equally important, the levels of reported satisfaction in such surveys can shed valuable information about the quality and timeliness of maintenance of public housing properties.  The Committee notes in a research context, understanding the reasons for non responses to surveys can sometimes be more useful than information sourced only from completed responses.

3.79 In the context that the Spotless Call Centre receives maintenance calls, and is thus the first point of contact with tenants, the Committee notes that in response to a recommendation of the 2008 Audit on maintenance of public housing, the Government advised that it would conduct a major review of the call centre operations through an external consultant.
  In its response to the 7th Assembly Public Accounts Committee report, the Government stated:

The review of the Call Centre, undertaken by Maximus Solutions, made 11 recommendations. These recommendations are progressively being implemented. As a result of the recommendations implemented to date, the call abandonment rate has been driven to all-time contract lows with November and December 2009 at rates of fewer than 1 %. A follow up review of the Call Centre is currently underway and is expected to be finalised in early 2010.

3.80 As the Call Centre has a high volume of calls and is the first point of contact with tenants in the context of reporting maintenance problems, to the extent that this work is not already taking place, its functionality may extend to improving customer satisfaction survey response rates. The recommendations of the review of the Call Centre undertaken by Maximus Solutions and the follow up review of the Call Centre expected to be finalised in early 2010 may provide useful information in this regard.  Accordingly, the Committee makes the following recommendation:

The Committee recommends that the ACT Government table in the ACT Legislative Assembly, by the first sitting day in August 2016, the follow-up review of the Spotless Call Centre expected to be finalised in early 2010 together with detail on progress with regard to implementation of identified recommendations.   

Continuous improvement

3.81 As public housing matters make up a substantial proportion of complaints received and investigated by the ACT Ombudsman, the reporting of approaches and complaints to the Office may be a useful source of external information with regard to how complaints are managed, levels of customer satisfaction and continuous improvement.  A summary of approaches and complaints received by the ACT Ombudsman regarding Housing ACT across the reporting periods applicable to the current TFM contract is set out in Table 3.6.
Table 3.6—Approaches and complaints received by ACT Ombudsman regarding Housing ACT

	Year
	Received
	Finalised

	
	Total
	Not investigated
	Investigated
	Total

	2011–12

	151
	96
	41
	137

	2012–13

	120
	94
	40
	134

	2013–14

	81
	74
	11
	85

	2014–15

	100
	75
	25
	100


3.82 The Committee acknowledges that the reported numbers are an aggregate of a range of issues concerning social housing that includes maintenance matters.  The Committee notes that the Ombudsman reported in 2011–12 that a frequent topic of complaint about Housing ACT was delay in maintenance services and provided the following case study as an example:

Case Study 9

Public housing repairs and maintenance problems solved

Housing ACT apologised to one of its tenants and undertook to work with her to make necessary repairs and review maintenance charges following a complaint investigation by the Ombudsman.

Ms H complained about ongoing problems with her Housing ACT property. These included blockages with plumbing and insecure external windows. Ms H said that the windows were insecure because the house had subsided over time. She also said that, as a consequence of the insecure windows, she had been the victim of burglary. Ms H complained to the Ombudsman’s office after having repeatedly reported the matter to the maintenance contractor without the problems being rectified.

The Ombudsman investigated the complaint and raised concerns with Housing ACT that both issues (with the property) pre-dated Ms H’s tenancy.

Housing ACT issued the maintenance contractor with a non-compliance notice.

3.83 During discussion with the Ombudsman, as part of its inquiry into referred 2014–15 annual reports, the Committee was interested in a breakdown of complaints relating to housing.  Discussion ensued as follows:
MS LAWDER: Appendix 1 breaks down the complaints received by portfolio and then further into areas within the directorate. It would seem that generally Housing ACT has one of the higher rates or numbers of complaints and those investigated is also one of the higher numbers. Are they complaints from people in public housing, people waiting or wanting to get into public housing? Are they from neighbours? Can you break that down any further? Are you able to provide more detail?
Mr Glenn: I do not have numbers on that but generally across the board it is people who are in public housing. Perhaps less frequently it is somebody waiting to get into public housing and other times it is neighbours who are complaining about responses to issues with public housing.

3.84 The Committee considers that, where possible, a breakdown of complaints to the Ombudsman concerning housing matters that includes complaints relating to maintenance services would be a useful source of external information with regard to complaint management and levels of customer satisfaction relating to housing maintenance.  The Committee notes that the 2011–12 annual report of the Ombudsman provided a useful disaggregation of complaints concerning housing.

The Committee recommends that, where possible, the ACT Ombudsman give consideration to detailing in future annual reports a breakdown of complaints concerning public housing issues as received by the Office for the applicable reporting period.
Call centre data 

3.85 The Audit noted that responsive maintenance work was of a high volume.
  Data presented in the Audit report indicated that for each year from 2011–12 to 2014–15, the number of call centre calls ranged between approximately 74 000 and 100 000, with an average 85 000 calls made annually over the last four years.
   Drawing on this data an analysis of call centre calls per tenancy is set out in table 3.7.
Table 3.7—Analysis of call centre calls per tenancy for the period 2011–12 to 2014–15

	Period
	Calls
	Tenancies
	Calls per tenancy 

	2011–12
	92 600
	11 823
	7.83

	2012–13
	75 000
	11 577
	6.48

	2013–14
	100 000
	10 724
	9.32

	2014–15
	74 000
	10 611
	6.97


3.86 The Committee notes that approximately 74 000 calls were made to the Call Centre in 2014–15.  It also notes that there were 10 611 public rental tenancies in the ACT in that year. Together, these data suggest that on average about seven calls were made per tenancy to the Call Centre in that year. The Committee is of the view that this warrants investigation. While the number of calls made in 2014–15 was less than in any other year since 2011–12, the average number of calls per tenancy appears high, suggesting significant maintenance issues or perhaps repeated calls being made for maintenance issues to be addressed.

Planned maintenance matters
Centralised asset register

3.87 The Audit found that a centralised comprehensive asset register of ACT housing assets, which is considered important for effective planning, had not been developed.  Currently, HCS plans maintenance using multiple information systems.  The Committee emphasises that an asset register is the foundation of an asset management strategy and in addition to core asset management can provide the basis for predictive modelling, risk management, optimising decision-making to encourage life cycle treatment options for assets and assist with aligning objectives and performance measures.  Further, in this context such a register minimises the risk that scheduled maintenance decisions may be based on incorrect or incomplete information.

3.88 The Committee acknowledges that HCS is aware that information on public housing assets is not centralised, but is of the view that ‘the core requirements of a comprehensive asset register are met within its business systems’.
 
3.89 As to the importance of a centralised asset register, the Auditor-General stated:

The asset register is a cornerstone of an asset management strategy. It should provide accurate and comprehensive data on key characteristics of assets, including location, value and condition, to sufficient detail to assist decision‐making on the maintenance, upgrade or disposal of the assets. However, a single comprehensive register of ACT public housing assets and matters associated with them does not exist. The Audit Office found key strategic information is held in several places: HomeNet (basic property information), SPM (condition of asset), WMS (warranty details, but not all, missing is warranty expiry date or period for parts and labour) and Community Services Directorate Oracle database for financial information such as property values and depreciation. There is a monthly reconciliation between Oracle and HomeNet to confirm that the register of properties is updated to cover sales, disposals and purchases, and HomeNet updates WMS with this data three times a week.

3.90 The Committee acknowledges that the Audit made a recommendation concerning the development and progressive implementation of a centralised comprehensive asset register of ACT public housing assets.
 

3.91 The Committee is of the view that as public housing stock comprises approximately 16 per cent of the Territory’s total assets
, the development and implementation of a centralised register should be prioritised as a mechanism for ensuring that the value of these assets is appropriately managed.

The Committee recommends that the ACT Government prioritise the development and implementation of a centralised comprehensive asset register of ACT public housing assets.
4 Conclusion

4.92 The Committee is of the view that the management and delivery of maintenance, repairs and upgrades of public housing assets needs to be efficient and effective.  The Committee emphasises that well directed maintenance of public housing assets is about ensuring safety for tenants, amenity and preservation of assets.  Further, the Committee acknowledges the important contribution that the quality and state of repair of public housing makes to the  well-being of tenants.

4.93 The Committee notes the overarching conclusion of the Audit:

Managing the Total Facilities Management contract poses many challenges. While Housing and Community Services has positioned itself positively to meet these, particularly through establishing a sound governance framework for the contract, its management of the contract is not fully effective.

4.94 The Committee acknowledges that maintaining an appropriate focus on maintenance of public housing in the context of finite government resources, ageing housing infrastructure, increased demand due to reduced housing affordability, and demographic changes of tenants as the population ages, is challenging.  These challenges emphasise the importance of effective management of public housing assets to not only ensure that the value of these assets is appropriately managed but also to provide access to safe and secure housing for those in our community in need.
4.95 The Committee therefore considers the Audit to have been important—firstly, in assessing the Government’s management of one of the Territory’s largest ongoing contracts; and secondly, emphasising that well directed maintenance of public housing assets is about ensuring security and safety for tenants, amenity and preservation of assets.
4.96 The Committee has made 16 recommendations in relation to its inquiry into Auditor-General’s report No. 2 of 2016: Maintenance of Public Housing.

Brendan Smyth MLA

Chair

31 May 2016
Appendix A Summary of Audit report recommendations

The Audit report recommendations are reproduced in full following.

Recommendation 1—Quality Management Plan
Housing and Community Services should initiate action so Spotless revises its Quality Management Plan to cover key quality assurance risks and directly align this plan with the Housing and Community Services Quality Framework.

Recommendation 2—Performance Management System
Housing and Community Services should initiate action to review the Performance Management System to increase its focus on impact and outcomes.

Recommendation 3—Work order audits
Housing and Community Services should initiate action to improve work order audits undertaken by Spotless by:

a) identifying, in consultation with Spotless, the best way to provide for assurance of work order quality (and define the role of audits by visit or telephone, when to target complex works and the place of joint audits). This should be documented and presented to the Joint Consultative Committee for endorsement;

b) fully documenting any agreement with Spotless to vary the requirements for work order audits as set out in the May 2012 Total Facilities Management contact;

c) monitoring the quality of work order audits by Spotless, including conducting targeted Quality Assurance audits;

d) bringing the work order audits function in house if the quality of the audits remains inconsistent; and

e) arranging for a comprehensive independent audit of Spotless’ conduct of work order audits and the effectiveness of related controls.

Recommendation 4—Quality assurance
Housing and Community Services should improve its quality assurance by:

a) improving internal monitoring of the outcomes of targeted audits, including by documenting actions agreed with Spotless to comprehensively address all audit recommendations;

b) directing the Quality Assurance team to progress the development of a joint program of targeted audits that are based on a risk analysis; and

c) requiring the Joint Consultative Committee to consider all findings of targeted audits, and to monitor the implementation of agreed recommendations.

Recommendation 5—Connectivity of IT systems
Housing and Community Services should initiate action to resolve outstanding issues on connectivity of IT systems and establish realistic target dates for implementing needed actions.

Recommendation 6—Contractual obligations
Housing and Community Services should enforce all the requirements of the Total Facilities Management contract including requiring Spotless to provide quarterly performance evaluations and ethical suppliers declarations.

Recommendation 7—Risk management
Housing and Community Services should improve its risk management by:

a) developing a comprehensive risk management plan for the administration of the Total Facilities Manager contract; and

b) including in the overall Housing and Community Services risk register key risks that relate to this contract.

Recommendation 8—Managing contract variations
Housing and Community Services should improve its management of variations to the Total Facilities Management contract by:

a) developing and sharing with Spotless an accurate up‐to‐date register of contract amendments which identifies the provisions of the 2012 Total Facilities Management contract that have been varied, the nature of the revised provision, and the date from which the revision should be applied;

b) centrally maintaining documentary evidence that clearly demonstrates agreement between the contract parties as to each of the amendments, and where agreement to prior amendments is not available, liaise with Spotless to develop appropriate documentation; and

c) implementing a system whereby all future amendments are clearly specified and adequately documented. Matters considered in agreeing to an amendment should form part of the documentation (including but not limited to measures to protect risk and value for money).

Recommendation 9—Timeliness of maintenance tasks
Housing and Community Services should strengthen assurance in regard to the reported timeliness of maintenance activities by:

a) assessing the extent to which the issues indentified in the Spotless 2015 audit in relation to sub‐contractor practice have been rectified and whether it is satisfied with the reliability of timeless data; and

b) conducting Quality Assurance audits or joint audits on this matter.

Recommendation 10—Inspection of works
Housing and Community Services should improve quality control of works undertaken by Spotless and sub‐contractors through measures such as targeted audits of Spotless’ Work Supervisor processes for undertaking inspections.

Recommendation 11—House maintenance provision
Housing and Community Services should initiate action to provide for independent quality assurance in regard to the maintenance work undertaken by Spotless’ in‐house maintenance provider.

Recommendation 12—Tenant satisfaction surveys

Housing and Community Services should assess the appropriateness of using the tenant satisfaction surveys as a basis for Spotless incentive payments given the very low response rate. If this survey is considered appropriate, a mechanism should be developed to secure reliable data and a satisfactory response rate (formally addressing the critical findings of Housing and Community Services’ 2012 audit into this issue may assist).

Recommendation 13—Continuous improvement plan and service delivery reviews

Housing and Community Services should initiate action so Spotless produces a continuous improvement plan and conducts Service Delivery reviews each six months with the intent of identifying improvements, or remove these requirements from the Total Facilities  Management contract.

Recommendation 14—Performance against the Public Housing Asset Management Strategy

Housing and Community Services should report annually to the Minister on its performance against the Public Housing Asset Management Strategy 2012‐2017 using the indicators specified in that Strategy or seek the support of the Minister to remove this requirement.

Recommendation 15—Asset register

Housing and Community Services should develop and progressively implement a long‐term plan for consolidating existing data sources to create a centralised comprehensive asset register of ACT public housing assets.

Recommendation 16—Condition assessments
Housing and Community Services should initiate action to improve condition assessments by:

a) continuing to monitor the revised condition assessment arrangements implemented by Spotless to ensure the targets for condition assessments are consistently met and that Energy Efficiency Reports provide adequate support to maintenance planning; and

b) assessing whether Key Performance Indicator 3.1 should be changed to reflect the objective of ‘all properties having a condition assessment no more than five years old’.

Recommendation 17—Definition of planned maintenance
Housing and Community Services should initiate action to improve current business rules governing the classification of maintenance expenditure as either planned or responsive, so that the ratio of planned to responsive maintenance is correctly reported.

Recommendation 18—Condition assessments in planned maintenance
Housing and Community Services should review how it develops the annual program of planned maintenance to ensure that condition assessment audits remain an important priority for identifying planned maintenance work.
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