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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
3.7
The Committee recommends that formal procedures to manage identified conflicts of interest are introduced and applied across Government.
Recommendation 2
3.11
The Committee recommends that the ACT Government should investigate methods to introduce standard risk management practices across all Directorates in relation to funding for community services.
Recommendation 3
3.14
The Committee recommends that the ACT Government should consider and review the use of standard reporting templates with a view to introducing a more consistent approach across Directorates in relation to performance monitoring and acquittal processes in relation to funding for community services.
Recommendation 4
3.16
The Committee recommends that the ACT that the CMTEDD Audit Committee should conduct an internal audit on community services funding management within the next 12 months and create a schedule for future internal audits.
Recommendation 5
3.25
The Committee recommends that the Government update the Assembly before the conclusion of the Eighth Assembly and provide a current status, and plan for future developments, on each Directorate’s progress towards managing grant processes online.


1.1 Introduction and conduct of inquiry

1.1 The Auditor-General’s Report No. 8 of 2013: Management of Funding for Community Services was presented to the Legislative Assembly on 20 December 2013.

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:

... presents the results of a performance audit that examined the management of funding for community services.

1.4 The Committee notes that the title of the Report, whilst accurate, may provide some confusion.  The phrase ‘community services’ is in this context being used to describe all activities that the ACT Government funds to help assist the ACT community. This is a very broad category of services and many Directorates are responsible for the administration of funds to various organisations for the purposes of providing community based services to the community.  It is not to be read as solely representing the work undertaken by the Community Services Directorate.

1.4 Terms of reference

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

1.5 Conduct of inquiry

1.6 On 18 February 2014 the Committee received a briefing from the Auditor-General in relation to the Audit report.

1.7 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.
 
1.8 In accordance with these procedures, the Committee resolved on 21 September 2015 to conclude its consideration of the Audit report with a summary report.

1.9 The Committee met on [DATE] to discuss the Chair’s draft report which was adopted on [DATE].

1.9 Structure of the report

1.10 The Committee’s report is divided into three sections:

· Chapter 1 – Introduction and conduct of inquiry

· Chapter 2 – Audit background and findings

· Chapter 3 – Committee comment

1.10 Acknowledgements
1.11 The Committee thanks all who contributed to its inquiry including the Auditor-General.
2.1 Audit background and findings

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

2.2 The Audit examined the management of funding for community services in three ACT Government Directorates —these were the Community Services, Economic Development
 and Health Directorates.
2.3 The objective of the Audit was to provide:
... an independent opinion to the Legislative Assembly on whether the selected Directorates have efficient controls and procedures for managing funding for community services.

2.4 According to the Audit report, this opinion is based on conclusions against the following criteria:

· whether appropriate governance arrangements are in place for the services and programs audited;

· whether there is integration of the required outcomes and deliverables of funding agreements with policy or legislative requirements; and

· whether funding administration arrangements are in place to support the achievement of value for money.

2.5 For the purposes of the Audit, ‘funding for community services’ was defined as follows:

To support achievement of its policies, the Government implements a range of services and programs. In some cases, funding is provided to non-government organisations or individuals to assist in the delivery of these services and programs. In this audit, this is referred to as funding for community services.
 
2.6 The Audit report focused on two types of funding for community services – these are Service Funding Agreements; and grants.
·  Service Funding Agreements refer to agreements ‘with a non-government organisation for delivery of services’. As a type of procurement, they must comply with the requirements of the Government Procurement Act 2001.

· A grant ‘is a sum of money given by the Government to a recipient as a gift for a specified purpose to enable the recipient to achieve goals and objectives that are consistent with Government policy.’
 

2.7 The Audit report explained that sponsorships were not included in the Audit ‘as they are small in number and value compared with grants and Service Funding Agreements.’
 

2.8 In examining the management of community services in the three selected Directorates, the Audit examined in detail ‘eighteen contracts and grants in seven programs, with a combined value of $22.092 million...’

2.8 Audit conclusions

2.9 The Audit conclusions concerned three main themes:

· governance arrangements;

· alignment with Government policy; and

· funding administration.

2.10 The Audit concluded that while governance arrangements in place for funding community services are appropriate, improvements could be made by:

· promoting the Funding Managers Network and including grants in its terms of reference;
· assessing the merits of having formal training for funding managers;
· using risk assessments to inform grant payment instalment arrangements;

· improving strategic planning for service delivery models; and

· specifying standardised reporting templates in all Service Funding Agreements.

2.11 The Audit also concluded that the Economic Development Directorate should ‘explicitly consider and manage’ the conflict of interest arising from the roles of its Director-General as both the key decision maker over Tourism and as a member of the board of management of the Canberra Convention Bureau.

2.12 In relation to alignment with Government policy, the Audit concluded that all three Directorates that were audited had ‘defined legislation, policies and plans to guide the delivery of community- based services.’ It also concluded that applications for Service Funding Agreements and grants ‘articulated how they would meet the guiding legislation, policies and plans.’ (p 3) However, it also concluded that improvements could be made in relation to the policy alignment of Service Funding Agreements for the Health Directorate’s Mental Health Service program and the Economic Development Directorate’s Australian Capital Tourism’s General Assistance Funding program.

2.13 Regarding funding administration, the Audit concluded that while ‘funding administration arrangements are in place to support the achievement of value for money’; the greater use of web-based systems could make grant management more efficient.
 
2.14 In relation to the three audited Directorates, the Audit concluded that improvements could be made in both the Health Directorate and the Economic Development Directorate, while arrangements in the Community Services Directorate provide ‘the foundation... to manage funding for community services efficiently and effectively.’ The Audit concluded that the ‘Community Services Directorate’s arrangements could serve as a model for other directorates.’

2.14 Audit findings

2.15 The Audit provided key findings to support its conclusions. The main elements of these findings—across the three audit themes—are outlined below:
2.15 Governance arrangements
2.16 The Audit found that the three Directorates that were audited had ‘assigned roles and responsibilities to branches, sections and staff members accountable for the oversight and management functions of each of the community services funding programs considered.’

2.17 A conflict of interest was identified - the Economic Development Directorate administers funding to the Canberra Convention Bureau while the Directorate’s Director-General was the Government’s representative on the Bureau’s Board of Management.

2.18 The Audit found that internal audit committees oversee the management of funding for community services in both the Community Services and Health Directorates. However, in the Economic Development Directorate, the audit committee has not undertaken any internal audits on community services funding management and there were no plans to do so.

2.19 The Audit also found that considerable consultation took place ‘between the audited Directorates and funded parties for programs delivered under Services Funding Agreements.’ However, consultation could be improved across Government ‘by expanding the membership of the Funding Managers Network.’

2.20 The Audit found that at a program level risk management was generally sound but this was limited at an individual provider level in both the Health and Economic Development Directorates.

2.21 It was found that services and programs in the audited Directorates have guiding legislation, policies and plans. In the Community Services Directorate frameworks have been developed outlining its programs’ service delivery model. Similar frameworks were not developed in the Health or Economic Development Directorates.

2.22 There is an inconsistent approach to performance monitoring across Government. Of the three audited Directorates, only the Community Services Directorate used standard reporting templates.

2.23 It was found that ‘Each Directorate had formal processes for the review and evaluation of the audited programs.’

2.23 Alignment with Government policy

2.24 The Audit found that the three audited Directorates ‘had developed, or were developing, detailed frameworks and internal procedure guides to support each of the audited grant programs. These guides outline the grant selection and decision making processes.’

2.25 It also found that in all the audited Directorates, Deeds of Grant had defined deliverables and performance indicators.

2.26 It found that sub-sector funding plans were used in the Community Services and Health Directorates to integrate broad policy directions and specific funding decisions.

2.27 It was found that overarching service delivery frameworks had been developed in the Community Services Directorate which ‘provides an integrated context for guiding how the programs will be delivered.’

2.28 The Audit found that ‘The Mental Health Service Plan 2009-2014 provides direction for the delivery of the Health Directorate’s Mental Health Services program. However the alignment between the Plan and individual Service Funding Agreements was not clearly articulated.’

2.29 The Audit also found that the Economic Development Directorate’s Australian Capital Tourism’s General Assistance 2010 Service Funding Agreement with the Canberra Convention Bureau did not align with the Australian Capital Tourism Strategic Framework – 5 year plan. The Agreement did not contain Government-approved outputs, outcome and key performance indicators. An updated Funding Agreement has since been developed which is more aligned with Tourism’s strategic plan.

2.29 Funding administration

2.30 The Audit found ‘no evidence of impropriety or unethical behaviour in Directorates management of funding for the audited Service Funding Agreements or Deeds of Grant.’ Various measures ‘are in place to promote probity and ethical behaviour.’

2.31  According to the Audit report ‘All of the audited Directorates’ grants processes operated under a competitive and merit-based selection process.’

2.32 The Audit found that the Economic Development’s guidelines for InnovationConnect do not specifically refer to probity and it is appropriate that they do so.

2.33 The Audit also found that the Director-General of the Economic Development Directorate had not formally approved ‘exemption from quotation and tender requirements’ for the procurement for Service Funding Agreements under Tourism’s General Assistance Funding program. This approval is required by the Government Procurement Regulation 2007.

2.34 The Audit found that ‘The Community Service Directorate’s Key Arts Organisation Funding program and the Health Directorate’s Community Funding Round’s grants management processes are supported by a web-based system.’ The Economic Development Directorate has recently begun supporting the electronic management of grant applications.

2.34 Audit recommendations

2.35 The Audit made ten recommendations to address the findings outlined above—these recommendations are reproduced in full at Appendix A.

2.36 Table 2.1—Summary of audit recommendations and broad coverage (on the following page) provides a summary of the recommendations across the applicable main audit themes and Government Response.

2.37 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).

2.38 That approach for responding to performance audit reports is reflected in the Audit report. The Audit report point out that a final draft of the Audit report was provided to the Directors-General of the Community Services, Economic Development and Health Directorates for consideration. All three Directors-General responded by advising that there were no factual errors to bring to the Auditor-General’s attention.

Following that correspondence, in July 2015 the Government issued interim guidelines for responding to Auditor-General reports.
 This policy change stipulated that the Government’s response to the final Auditor-General report should clearly articulate the government’s position in relation to each recommendation/finding.
 The Government Response was subsequently tabled on 6 August 2015. 
Table 2.1—Summary of Audit recommendations and broad coverage
	Audit theme
	Recommendation number and broad coverage
	Government Response

	Governance arrangements
	R1 –EDD should address the conflict of interest identified in the Director-General’s role as key decision maker over Tourism and member of the Canberra Convention Bureau’s board of management. 
	Noted

	
	R2 -The Funding Managers’ Network should be promoted across Government and its terms of reference expanded
	Agree

	
	R3 -Health Directorate should include in its grants procedures a requirement to undertake a risk assessment of grant recipients and reflect the level of risk in payment instalment arrangements. 
	Agree

	
	R4 – CSD should continue and complete a review of the ACT Out of Home Care Framework 2009-2012.
	Agree

	
	R5 –EDD should develop a Service Delivery Framework for the Australian Capital Tourism’s General Assistance Funding program. 
	Noted

	
	R6 -The Health Directorate should enhance its service delivery and design for its Mental Health Services through formalising its consideration of service design. 
	Agree in principle

	
	R7 -Service Funding Agreements should include a standard reporting template specifying the relationship between key performance indicators, outputs and outcomes. 
	Agree

	Funding administration
	R8 – EDD should include guidance on managing probity matters in its grant management processes.
	Agree

	
	R9 – EDD should comply with mandatory requirements of the Government Procurement Regulation 2007 by the Director-General formally approving all ‘exemption from quotation and tender requirements’ for Service Funding Agreements under the Australian Capital Tourism’s General Assistance Funding program.
	Agree

	
	R10 -The ACT Government should consider extending the use of a web-based grant program to manage all grant applications. 
	Noted


2.38 ACT Government Response

2.39 The Government Response to the Auditor-General’s report was tabled in the Legislative Assembly on 6 August 2015. A copy of the response can be downloaded from the Committee’s website.

2.40 The Government Response to each recommendation is included in Table 2.1 and discussed in Chapter 3. 
2.40 Compliance with 2013-14 Annual Report Directions

2.41 Annual Report Directions for 2013-14 required Directorates to respond to the recommendations made in relevant Auditor-General’s reports using the template provided. Compliance in reporting on the Audit report was assessed by examining relevant Directorate’s annual reports for 2013-14. Responses of relevant Directorates are summarised below:
2.42 Community Services Directorate stated there were no reports by the Auditor-General in 2013-14 relevant to the Directorate.

2.43 Economic Development Directorate noted that four recommendations of the Audit report related specifically to the Directorate – i.e. recommendations 1, 5, 8, and 9. It noted for each of these recommendations that ‘As at 30 June 2014 the Standing Committee on Public Accounts was considering the Report, and a Government Response/submission had not been finalised.’

2.44 Health Directorate noted that five recommendations applied to ACT Health – i.e. recommendations 2, 3, 6, 7 and 10. The Directorate’s response to these recommendations was ‘All agreed’ and in regards to implementation status/ outcome it noted ‘20% completed; 80% in progress.’

3.1 Committee comment

3.1 The Committee positively acknowledges that the Auditor-General found the Community Services Directorate being identified as a model for other Directorates to emulate. 

3.2 The Committee accepts the Audit findings in relation to the areas identified for improvement. The Health and Economic Development Directorate can strengthen processes surrounding risk assessments, strategic planning to ensure grant spending is aligned with government policy and the use of standard reporting tools. In addition the Economic Development Directorate needs to improve compliance in relation to procurement regulations and appropriately manage conflict of interest concerns.
3.3 
The Committee notes the significant amount of time that the Government has taken to produce the short response to the Auditor-General’s report. Whilst the Committee notes the changes in Government policy during this period, the Committee questions the relevance of the response when it addresses matters identified over two years ago by the Auditor-General. The Committee notes that the Response includes information on changes that have been made in the intervening time period.
3.3 Governance arrangements
3.4 The Committee agrees with the Audit findings for the Economic Development Directorate to better manage the potential conflict-of-interest in the management of the Canberra Convention Bureau. 
3.5 The Government Response acknowledges that a potential conflict of interest may arise, it states that the informal protocol whereby the Director-General, Economic Development can absent themselves from a vote where a material conflict-of-interest arises meets, any concerns.

3.6 The Committee does not accept the Government Response as adequate. A formal procedure designed to identify a conflict, and manage any such conflict is essential to ensure adequate financial management processes are followed.

The Committee recommends that formal procedures to manage identified conflicts of interest are introduced and applied across Government.

3.7 In response to the Audit’s comments on promoting the Funding Manager’s Network, the Committee is pleased to note that the Government has moved the management of the Funding Manager’s Network to the Community Services Directorate Contract and Grants Unit, and expanded the terms of reference to include grant programs. 
3.8 The Committee strongly supports the Auditor-General’s comments in relation to managing risk appropriately. The Committee is concerned that only one Directorate audited could show that risk was actively managed throughout the life of a funding agreement, and concerned that there was limited evidence that risks associated with complex funding arrangements were specifically considered when determining payment schedules.
 The Committee notes the Audit commentary in relation to the ability to ensure compliance with reporting requirements if the total grant amount has been provided upfront.
 

3.9 The Government Response expressed confidence in the existing risk management practices and noted that a review in 2013 resulted in changes to grant awards and subsequent changes to risk management.  The response states that risk will be assessed and reflected in payment installations and the deed of grant, where appropriate performance benchmarks will be set and demonstrated before further instalment payments are made.
The Committee recommends that the ACT Government should investigate methods to introduce standard risk management practices across all Directorates in relation to funding for community services.

3.10 The Committee agrees with the Audit findings in relation to the use of standard reporting templates. Greater mutual understanding and better outcomes in relation to the quality of reporting can be gained through the use of standard terminology and clear expectations in relation to reporting. This is reasonably expected to lead to cost savings for both the government and grant recipients. 
3.11 The Government Response to Auditor-General Recommendation seven states that it is finalising its consultations with the community sector on an amended Service Funding Agreement. The Agreement will include a standard reporting template. The Health Directorate is planning to incorporate national work in relation to standard performance indicators, measures and data sets in relation to mental health in relevant service agreements.  
The Committee recommends that the ACT Government should consider and review the use of standard reporting templates with a view to introducing a more consistent approach across Directorates in relation to performance monitoring and acquittal processes in relation to funding for community services.
3.12 The Committee agrees with the Audit findings that the Economic Development Directorate is lacking in relation to internal audit procedures and strongly supports the introduction of an internal audit practice to meet best practice models.

The Committee recommends that the ACT that the CMTEDD Audit Committee should conduct an internal audit on community services funding management within the next 12 months and create a schedule for future internal audits.

3.12 Alignment with Government policy
The Committee acknowledges the need for funding to reflect government policy and priority areas. As noted in the report; alignment of expenditure with relevant policy plans or strategy demonstrates that a Directorate has addressed policy objectives.
 The Committee is encouraged that all Directorates have, or are developing, detailed frameworks and internal procedures to guide grant programs.

The Committee notes the Government Response clarifies Australian Capital Tourism has been renamed and is now known as Visit Canberra. Further, the General Assistance Funding Program policy framework had been established, and will be informed through the Tourism 2020 Strategy. This will assist grant awards to best align with government policy. 
In relation to health funding and alignment with Government policy, the Government Response suggests that the development of the Government’s Mental Health and Wellbeing Framework 2015-25, which will inform the Mental Health Services Plan 2015-2020, will provide better alignment between health planning and implementation in relation to funding agreements.
3.13 The Committee is satisfied this address the need to better align spending with policy considerations. 
3.13 Funding Administration
The Committee is encouraged that the Audit found value for money approaches are supported by current funding administration processes.

3.14 The Committee notes the Audit findings in relation to a lack of specific training provided to specialised staff and would welcome additional resources provided for specific training provided for staff managing funding agreements and grant processes.
 

The Committee also notes that although the Government Response agreed with Recommendation eight, and stated that CMTEDD will include guidance on managing probity matters for grant processes, the response does not provide any detail regarding the contents of such guidance. 

The Committee encourages the Government to continue working towards streamlined and consistent processes in relation to grant processes and agrees that utilising online systems could provide significant community benefit and cost savings. Whilst the Government has introduced a central website that includes cross-Directorate information in relation to available grants, it was clear that Directorates are independently moving towards managing grant applications online and no detail in relation to which Directorates are successfully managing grants online was provided.

The Committee recommends that the Government update the Assembly before the conclusion of the Eighth Assembly and provide a current status, and plan for future developments, on each Directorate’s progress towards managing grant processes online.

4.1 Conclusion

4.1 The ACT Government provides funding to community service organisations to ensure the provision of essential services to the ACT community every day of every year. 
4.2 The successful management by ACT Government Directorates of funding these services is essential for the most vulnerable in our community. Therefore the Committee is of the view that the Audit has been important in assessing the efficiency of the Government’s management of funding for community services.

4.3 The Committee has made five recommendations to its inquiry into Auditor-General’s Report No. 8 of 2013: Management of Funding for Community Services.
Brendan Smyth MLA

Chair

     October 2015

4.3 Summary of Audit report recommendations

Recommendation 1

The Economic Development Directorate should explicitly consider and manage the conflict of interest arising from the Director-General’s role as the key decision maker over Tourism and his membership of the Canberra Convention Bureau’s board of management.

Recommendation 2

The Funding Managers’ Network should be promoted across Government and its terms of reference expanded to include grant programs.

Recommendation 3

The Health Directorate should include in its grants procedures a requirement to undertake a risk assessment of grant recipients and reflect the level of risk in payment instalment arrangements.

Recommendation 4

The Community Services Directorate should continue reviewing the ACT Out of Home Care Framework 2009-2012 and complete this by June 2014.

Recommendation 5

The Economic Development Directorate should develop a Service Delivery Framework for the Australian Capital Tourism’s General Assistance Funding program to identify:

a) relevant policies and plans;

b) key policy objectives;

c) communication protocols with key stakeholders;

d) outcomes for the program;

e) the funding model and procurement processes; and

 f) each individual service within the program (service design) and the service delivery model.

Recommendation 6

The Health Directorate should enhance its service delivery and design for its Mental Health Services through formalising its consideration of service design.

Recommendation 7

Service Funding Agreements should be amended to include a standard reporting template which, among other things, specifies the relationship between key performance indicators, outputs and outcomes.

Recommendation 8

The Economic Development Directorate should include guidance on managing probity matters in its grant management processes.

Recommendation 9

The Economic Development Directorate should comply with mandatory requirements under Section 10 of the Government Procurement Regulation 2007 by the Director-General formally approving all ‘exemption from quotation and tender requirements’ for Service Funding Agreements under the Australian Capital Tourism’s General Assistance Funding program.

Recommendation 10

The ACT Government should assess the appropriateness of extending the use of a web-based grant program to manage all grant applications across Government.
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