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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
3.3
The Committee recommends that the ACT Government provide the Legislative Assembly with an update on the implementation of all recommendations made by the Auditor-General no later than the last sitting day in May 2016.



1 Introduction and conduct of inquiry

1.1 Auditor-General’s Report No. 5 of 2014: Capital Works Reporting (the Audit report) was presented to the ACT Legislative Assembly on 27 June 2014.

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 report “presents the results of a performance audit of reporting on the capital works program.”

Terms of reference

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

Conduct of Inquiry

1.5 On 2 September 2014 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. The Committee has established procedures for its examination of these reports.
 

1.7 In accordance with these procedures, the Committee resolved on 10 November 2015 to conclude its consideration of the Audit report with a summary report.

1.8 The Committee considered the Chair’s draft report out of session on 16 November, and was adopted on 17 November 2015.

Structure of report

1.9 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

Acknowledgements

1.10 The Committee thanks all those who contributed to its inquiry including the Auditor-General. 
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 scale of the ACT Government’s capital works program has grown significantly during the last decade. In the 2009-10 Budget, changes to reporting on capital works were announced to improve the information made available to decision makers.

2.13 Given the marked increase in capital works expenditure and the reporting reforms mentioned above, the Audit Office initiated an audit of reporting on capital works to the Chief Minister and Treasury Directorate, the Budget Committee of Cabinet and the public.

2.14 The objective of the Audit was to:

... provide an independent opinion to the Legislative Assembly on the effectiveness of reporting to the Chief Minister and Treasury Directorate, the Budget Committee of Cabinet and the public on the capital works program.

2.15 The directorates audited were:

· Chief Minister and Treasury (CMTD)
· Commerce and Works (CWD)
· Economic Development (EDD)
· Education and Training (ETD)
· Health

· Territory and Municipal Services (TAMSD)
Audit conclusions

2.16 The conclusions of the Audit are set out below:
The capital works reporting initiatives introduced as part of the 2009-10 Budget have been effective in providing capital works information to the Chief Minister and Treasury Directorate and the Budget Committee of Cabinet, on a monthly and bi-monthly basis, respectively. Along with quarterly reports which are available to the public, these reports have increased the transparency of capital works projects and program’s progress and can be used to hold directorates accountable.

Reports submitted to the Budget Committee of Cabinet have information that is dated. Although having contemporaneous information may not be possible given the current system used to generate it, the value of the Budget Committee of Cabinet being presented with weeks and even months-old information is questionable. Some information was incomplete and inaccurate; this, however, is likely to be addressed by all Directorates having quality control processes.

The majority (seven of eight) of projects considered by the Audit Office, which had an initial combined budgeted value of $276.8 million and revised budget of $302.6 million, were not physically completed on time as originally planned. However, almost all (seven of the eight projects) were completed within revised approved timeframes. Similarly, of the projects considered by the Audit Office, half (four of eight projects) were, or are on track to be, delivered within their original budget, with all to be delivered within revised approved budgets. More broadly, of approximately 700 projects physically and financially completed since 2009-10, 77 per cent were delivered within their original budget and 91 per cent delivered within revised budgets. The announcement of a project’s initially estimated completion time and cost is a vexed issue as it may not actually reflect the real delivery time and cost of a project.

Roles in capital works reporting (Chapter 3)

The roles of the Budget Committee of Cabinet and the Chief Minister and Treasury Directorate in reporting capital works are documented and generally understood by directorates. However, this is not the case between the Commerce and Works Directorate’s Shared Services Procurement team and other directorates, whose roles are critical in managing, and reporting on, delivery of the ACT’s 529 capital works projects. Coordination of capital works reporting between directorates and Shared Services Procurement can be improved by clarifying their respective roles.

The recently revised across-Government Capital Works Coordinators Group provides an opportunity for enhancing consistency with respect to capital works activities, including reporting, through across-Directorate knowledge sharing at an officer level.
However, the Group’s role was only defined in agreed terms of reference on 24 June 2014. It would be appropriate for its effectiveness to be monitored.

Quality of capital works reporting (Chapter 4)

Across each of the Territory and Municipal Services Directorate, Economic Development Directorate, Health Directorate and Education and Training Directorate projects reviewed, there was a high rate of compliance with identified reporting requirements demonstrating consistency with the concept of complete disclosure.

However, information reported to the Budget Committee of Cabinet was sometimes weeks, and even months, old and contained inaccuracies. While the Commerce and Works Directorate’s Shared Services Procurement team has effective quality control practices, this is not the case for some other directorates who need to improve their quality control as well as their reporting of key project risks and associated mitigation measures.

The Commerce and Works Directorate has commenced procurement of a project management software system that is aimed at facilitating improvements in capital works management. The potential for this system to improve capital works reporting needs to be examined, especially if it can be used to integrate the different management systems used by directorates and reduce the dependence on manual processes.

Audit findings

2.17 The Audit provided key findings to support its conclusions. The main elements of these findings – drawn across two audit themes – are reproduced below:

Roles in capital works reporting
2.18 The provision of information on capital works to the Budget Committee of Cabinet has improved as a result of reporting reforms introduced in the 2009-10 Budget.

2.19 The Budget Committee of Cabinet receives bi-monthly reports on “Directorate’s progress towards implementing their capital works funding decisions.”

2.20 Directors-General are accountable for the delivery of capital works within their Directorate and for reporting on this to their Minister, the Chief Minister and Treasury Directorate and to the Budget Committee of Cabinet.

2.21 “The Budget Committee of Cabinet has noted each of the bi-monthly capital works progress reports presented to them since introduction of the reporting reforms....Bi-monthly reports are presented to the Budget Committee of Cabinet for information only and no formal action is sought.”

2.22 Implementation of capital works is reported to the public through quarterly reports of the Treasurer, annual budget papers, and in Directorates’ annual reports.

2.23 Varying report formats are used to present data.

2.24 The “Chief Minister and Treasury Directorate coordinates, develops and monitors the annual Budget and whole-of-Government capital works program.”
2.25 “Close cooperation between the Commerce and Works Directorate’s Shared Services Procurement team and directorates is critical to managing projects and mitigating risks to project budgets and timelines ....However, the allocation of roles between internal directorate officials and Shared Services Procurement staff is not clearly articulated.”

2.26 The Government has a Capital Works Coordinators Group which shares information at officer level but the effectiveness of the Group should be monitored.

Quality of capital works reporting

2.27 The Audit Office examined eight capital works projects which had an initial combined budget of $276.8 million. Seven of the projects were not completed in the time initially planned, though seven were completed within revised timeframes. Four were or are expected to be delivered within their initial budget and all eight will be delivered within their revised approved budget.

2.28 The Audit found that reporting information on capital works “can be some weeks, or even months, old when it is reviewed by the Budget Committee of Cabinet.” As a result, the Budget Committee of Cabinet is not kept up-to-date on progress with capital works delivery. According to the Audit, “the usefulness of information that is months old is questionable.”

2.29 The Audit found that some data provided to the Chief Minister and Treasury Directorate and to the Budget Committee of Cabinet was inaccurate. The Audit report stated that “reporting inaccuracies identified indicate that quality control and assurances over capital works reporting could be improved.”

2.30 While the Audit found “a high rate of compliance with the identified reporting requirements” by the Territory and Municipal Service, Economic Development, Health, and Education and Training Directorates, there “was a significant gap in directorates’ reporting on program/project risks and their associated mitigation strategies.” This shortfall reduces the quality of reports.

Audit recommendations

2.31 The Audit made eight recommendations in response to the Audit findings.
2.32 The table below provides a summary of the recommendations made in the Audit report across the two audit themes.
Table 2.1: Summary of Audit recommendations and broad coverage

	Audit theme
	Recommendation No. and broad coverage
	Government Response

	Roles in capital works reporting
	R1 - CMTD should continue to review and streamline templates for Directorate reporting on capital works progress.
	Agreed

	
	R2 - CWD’s Shared Services Procurement and directorates should develop capital works service level agreements (or equivalent) by 31 Dec 2014, specifying reporting responsibilities.
	Agreed in principle

	
	R3 - CWD’s Shared Services Procurement should monitor the effectiveness of the Capital Works Coordinators Group.
	Agreed in principle


	Audit theme
	Recommendation No. and broad coverage
	Government Response

	Quality of capital works reporting
	R4 - CMTD should revise its Capital Works Program Bi-monthly Monitoring and Reporting to the Budget Committee of Cabinet Guidance Paper
	Agreed

	
	R5 - CMTD should consult with the Budget Committee of Cabinet regarding timeliness of information required in reports and take this into account in a revised Capital Works Program Bi-monthly Monitoring and Reporting to the Budget Committee of Cabinet Guidance Paper (refer to Recommendation 4). 
	Agreed

	
	R6 - All Directorates should have documented quality control procedures, and quality control information included in capital works reports to the CMTD and the Budget Committee of Cabinet
	Agreed

	
	R7 - CWD’s Shared Services should finalise procurement of its project management software system
	Agreed

	
	R8 - CMTD should consult with the Budget Committee of Cabinet about its information needs on project risks and associated mitigation strategies and take this into account in a revised Capital Works Program Bi-monthly Monitoring and Reporting to the Budget Committee of Cabinet Guidance Paper (refer to Recommendation 4).
	Agreed


Government Response

2.33 On 22 September 2015 the Government tabled their response to the Auditor-General’s report in the Legislative Assembly.

2.34 The Government notes that under the Administrative Arrangements which came into effect on 7 July 2014, the Commerce and Works Directorate is now the Procurement and Capital Works (PCW) function of the Chief Minister, Treasury and Economic Development Directorate (CMTEDD). The Chief Minister and Treasury Directorate and the Economic Development Directorate have also been incorporated into CMTEDD.

2.35 The Government agreed to six recommendations, and agreed in principle to recommendations 2 and 3. The Government agreed with the substance of recommendation 2, but acknowledged that it had missed the timeframe set in the recommendation.

2.36 The Government response includes commitments to revised reporting templates and timeframes (Recommendation 1, 5, 8), aimed to improve efficiency and effectiveness of capital work reporting; developing partnership agreements to clarify roles and responsibilities with directorates (Recommendation 2); and to pursue procuring new technology (Recommendation 7).
 

2.37 The Government response notes that the Government has already started the work required to implement the recommendations.
Compliance with 2013-14 Annual Report Directions

2.38 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:

· Chief Minister and Treasury Directorate did not use the template provided in the Annual Report Directions. It provided a descriptive response to the Audit report, noting details about its response to some recommendations.

· Commerce and Works Directorate noted that a Government response would be prepared during 2014-15.

· Economic Development Directorate noted that the Audit report had been released by the Audit Office but had not yet been tabled in the Legislative Assembly.

· Education and Training Directorate noted that two recommendations in the Audit report were relevant to it and that the response to this Audit had not yet been published.

· Health Directorate did not respond to the Audit report, but noted that two performance audits conducted by the ACT Auditor General’s Office were being considered by the Public Accounts Committee and responses are expected to be included in the Annual Report for 2014-15.

· Territory and Municipal Service Directorate responded to one recommendation (recommendation 6) in the Audit report, noting that it agreed and that implementation was in progress.
 
3 Committee comment

3.39 The Committee notes that the Government has agreed with the substance of all the recommendations made by the Auditor-General and that the Government has commenced work to implement the recommendations with much of the work already being undertaken.

3.40 In light of ongoing work being undertaken across Government, the Committee will conclude the matter with this summary report and be updated on the progress of implementation for all recommendations in 2016.
The Committee recommends that the ACT Government provide the Legislative Assembly with an update on the implementation of all recommendations made by the Auditor-General no later than the last sitting day in May 2016.
4 Conclusion
4.41 The Committee acknowledges the importance of achieving success in the planning and implementation of capital works projects. It can mean the difference between improving our city in a cost effective and well organised way and making residents suffer through unnecessary frustration and potential losses to local business.   
Brendan Smyth MLA

Chair

     November 2015
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