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

(1) To 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;
(2) 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;
(3) 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
(4) examine matters relating to economic and business development, small business, tourism, market and regulatory reform, public sector management, taxation and revenue. 

Terms of reference
Inquire into the 2012–13 annual and financial reports of government directorates and agencies as listed at paragraph 1.2 according to the schedule determined by the ACT Legislative Assembly.
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Recommendations

 
Recommendation 1
3.3
The Committee recommends that ACT Government agencies should ensure complete reporting with all compliance requirements as specified in the Annual Report Directions.
Recommendation 2
3.24
The Committee recommends that ACT Government directorates and agencies should ensure the provision of complete statements of performance and full disclosure as required by the Financial Management Act 1996.  In doing so, ensure the following: (i) implement processes for checking the accuracy of reported results; and (ii) provide clear and informative explanations  of material variances from planned results.
Recommendation 3
4.9
The Committee recommends that all Directors-General, and equivalents, ensure that all exemption requests for single select procurements include consideration of ‘best value for money’ as per the Government Procurement Policy Circular.
Recommendation 4
4.16
The Committee recommends that ACT Government directorates and agencies should ensure complete compliance in accordance with the reporting requirements as prescribed under Section C.3— Public Interest Disclosure reporting of the Annual Report Directions.
Recommendation 5
4.21
The Committee recommends that Designated Disclosure Officers appointed for the purposes of the Public Interest Disclosure Act 2012 should ensure that the appropriate steps, as outlined in the PID Factsheet, are taken to inform persons making disclosures about the outcomes of investigations and, where applicable, actions taken.
Recommendation 6
4.34
The Committee recommends that ACT Government directorates and agencies should assess, and where applicable, take appropriate action to ensure that the structures underpinning their respective internal audit functions support independence.  Where an agency considers a key requirement of best practice for supporting independence as not appropriate to its particular circumstances, it should document it as such by using an “if not, why not?” test to explain why not.
Recommendation 7
5.19
The Committee recommends that the Speaker inform the ACT Legislative Assembly on the outcomes of the Office of the Legislative Assembly’s review of the administration of Members’ entitlements.
Recommendation 8
5.24
The Committee recommends that the ACT Legislative Assembly’s Administration and Procedure Committee should give due consideration to uploading Members’ travel reports to the Legislative Assembly website at more progressive intervals than twice yearly.
Recommendation 9
5.34
The Committee recommends that the ACT Government review the take up of student accommodation by international students under the student accommodation guarantee.
Recommendation 10
5.45
The Committee recommends that, once established, the National Arboretum’s Scientific Research Committee should consider, in the first instance, prioritising the review and management of forest research programs on climate change, biodiversity and threatened species as it relates to native flora or species.
Recommendation 11
5.57
The Committee notes the broad support for a new convention centre from the Canberra business community, and recommends that the ACT Government continue to take measures to realise this project.
Recommendation 12
5.60
The Committee recommends that the ACT Government continue to diversify the ACT economy and grow the private sector in the ACT.
Recommendation 13
5.70
The Committee recommends that the report of the feasibility study into the co-administration and co-location of the three racing codes—Canberra Racing Club, Canberra Harness Racing Club and the Canberra Greyhound Racing Club—be tabled in the ACT Legislative Assembly.
Recommendation 14
5.71
The Committee recommends that should the availability of the feasibility study into the co-administration and co-location of the three racing codes—Canberra Racing Club, Canberra Harness Racing Club and the Canberra Greyhound Racing Club—be delayed beyond the last sitting day in June 2014, the Minister for Racing and Gaming should make a statement informing the ACT Legislative Assembly providing an explanation for the delay.
Recommendation 15
5.110
The Committee recommends that the ACT Government’s review of the Lease Variation Charge include: the effectiveness of the objectives of the Charge—in particular, its estimated and actual revenue returns, impact on development, housing affordability and funding upgrades to Canberra’s urban amenities as part of the Urban Improvement Fund.
Recommendation 16
5.129
The Committee recommends that the Treasurer inform the ACT Legislative Assembly on the outcomes of the review of the ACT Government’s Human Resources Information Management System (HRMIS)—Chris21 and, where applicable, any subsequent action taken in response to the recommendations of the Review.


1 Introduction
1.1 On 19 September 2013, the 2012–13 annual and financial reports of all government agencies were referred to the relevant standing committees of the Legislative Assembly for the ACT.

1.2 The annual and financial reports for 2012–13, or parts thereof, referred to the Standing Committee on Public Accounts (the Committee) were:

· ACT Auditor-General’s Office

· ACT Gambling and Racing Commission

· ACT Insurance Authority

· Office of the Nominal Defendant

· ACT Long Service Leave Authority

· Office of the Legislative Assembly
· ACT Ombudsman

· ACTEW Corporation Limited

· ACTTAB Limited

· Chief Minister and Treasury Directorate

· ACT Executive (annexed report)
· Commerce and Works Directorate

· ACT Government Procurement Board (annexed report)

· Director of Territory Records (annexed report)

· Commissioner for Public Administration (State of the Service Report)
· Economic Development Directorate
· Racing and gaming policy

· Business development

· Economic development

· Tourism policy and programs
· Exhibition Park Corporation

· Independent Competition and Regulatory Commission

· Territory and Municipal Services Directorate

· National Arboretum

· Treasury Directorate 1 July 2012 to 9 November 2012 (Treasury Directorate financial statements)
1.3 The Committee has no comment to make on the report of the ACT Long Service Leave Authority.
Conduct of inquiry

1.4 The Committee held public hearings on 4 November; and 2, 3, 13, 17 and 19 December 2013.  At these hearings the Committee heard from Ministers, accompanying directorate and agency officers, and members of governing boards.  Witnesses who appeared before the Committee are listed at Appendix A.

1.5 The Committee met on 20 February, 4 and 12 March 2014 to discuss the Chair’s draft report.  The report as amended was adopted by the Committee on 12 March 2014.
Questions taken on notice and supplementary questions

1.6 At the Committee’s public hearings, 47 questions (some with multiple parts) were taken on notice.  The Committee also forwarded ten supplementary questions following its public hearings.  The following two tables summarise these questions by portfolio.

Table 1.1—Summary of questions taken on notice by portfolio

	Portfolio
	Number of questions taken on notice

	Chief Minister 
	10

	Treasury 
	20

	Economic Development
	8

	ACT Auditor-General
	2

	Office of the Legislative Assembly
	3

	Regional Development
	1

	Tourism and Events (tourism matters)
	3


Table 1.2—Summary of supplementary questions by portfolio

	Portfolio
	Number of supplementary questions

	Treasury portfolio—Commerce and Works Directorate            
	10


1.7 The Committee thanks directorates and agencies for providing responses to questions taken on notice and supplementary questions following the public hearings.  This information assisted the Committee in its understanding of the many issues it considered during the inquiry.
Acknowledgements
1.8 The Committee thanks relevant ACT Government ministers and their accompanying directorate and agency officers, and members of governing boards, who assisted the Committee during the course of its inquiry by appearing before it to give evidence and/or providing additional information.

1.9 The Committee sought clarification on a number of issues at public hearings, some of which are expanded on in the following chapters.  Full transcripts of public hearings are available on the Legislative Assembly website at: http://www.hansard.act.gov.au/hansard/2013/comms/default.htm#public
2 Purpose and intent of annual reports
2.10 Accountability of the Executive to the Legislative Assembly and to the public is a key principle of responsible government.  For this to be achieved executive agencies must be fully committed both to accountability and to disclosure of information in a straightforward way that is meaningful and easily understandable without financial or accounting training.
2.11 The provision of meaningful operational and financial information by government to parliament and the public is a fundamental component of the accountability process.

2.12 Annual reports are the principal and most authoritative way in which directors-general and chairpersons account to the Legislative Assembly and other stakeholders, including the public, for the ways in which they have discharged their statutory and other responsibilities and utilised public funds over the preceding 12 months.

2.13 As key accountability documents, annual reports are:

· one of the main ways for agencies to account for their performance, through Ministers, to the Legislative Assembly and the wider community;

· a key part of the historical record of government and public administration decisions, actions and outcomes;

· a source of information and reference about the performance of agencies and service providers; and

· a key reference document for internal management.

2.14 Annual reports co-exist with other annual whole-of-government reporting processes to present an aggregated view of the performance of the ACT public sector as a whole.

Reporting framework

2.15 Annual and financial reports are prepared by all reporting entities in accordance with the:
· Annual Reports (Government Agencies) Act 2004

· Annual Report Directions 2012–13
· Financial Management Act 1996

· Territory-owned Corporations Act 1990, and

· where appropriate, reporting obligations specific to territory-owned corporations or public authorities as required by enabling or other applicable legislation.

annual reports (government agencies) act 2004
2.16 The Annual Reports (Government Agencies) Act 2004 (Annual Report Act) sets the framework for annual reporting across the ACT public sector.  This framework identifies which public bodies provide annual reports and outlines the time frame for provision of reports to the Legislative Assembly.

Annual report directions 2012–13
2.17 The Annual Report Directions (the Directions), which are issued under sections 9, 12 and 16 of the Annual Report Act:

…apply consistent public accountability and statutory reporting requirements across the public sector. The Directions apply to all administrative units and those government agencies identified as public authorities. The Directions must be read in conjunction with reporting obligations arising from an agency’s enabling legislation or other relevant legislation. Some TOCs and public authorities will have specific reporting requirements set out in their enabling legislation.

2.18 The Committee plays a consultative role in the process of issuing the Directions.  Under the Annual Report Act, the responsible Minister must consult the Committee before issuing an annual report direction. The Committee may make a recommendation to the Minister about any proposed direction.

Financial management act 1996
2.19 The Financial Management Act 1996 (FM Act) provides for the financial management of the Government and the scrutiny of that management by the Legislative Assembly, and specifies financial reporting requirements for the Government.

2.20 Directorates and public authorities with financial reporting obligations under the FM Act are required to include audited financial and performance statements in their annual reports.

Territory-owned corporations act 1990
2.21 The Territory-owned Corporations Act 1990 (ToC Act) provides for the establishment of government enterprises as territory-owned corporations.  The financial reporting obligations required of territory-owned corporations under the ToC Act are similar to those specified under the FM Act.

2.22 There are currently only two territory-owned corporations specified in Schedule 1 of the ToC Act—ACTEW Corporation Limited and ACTTAB Limited.

3 Compliance with annual report directions

3.23 The Directions state:

Compliance with the Annual Report Directions is compulsory for all reporting entities. However, not all requirements are relevant or applicable to all entities given the nature of their operations.

3.24 The Committee found that referred annual reports generally complied with the Directions.  However, the Committee is of the view that compliance could be improved, in particular, with the following Direction descriptors—
· Section B.2 – Internal and External Scrutiny—pursuant to the Annual Reports Act [Section 9 (Annual report direction)]—an agency must report on the most significant developments in scrutiny, both internal and external for the applicable reporting period—this should include: (i) details of the recommendations of the Inquiry/Report that have been accepted, either in whole or in part, by the Government; and (ii) a summary of action to date, either completed or in progress (including milestones completed), in implementing these recommendations.
  For example, in the case of Auditor-General’s report No. 6 of 2012: Emergency Department Performance Information, the ACT Health Directorate 2012–13 Annual report states that the Directorate agreed to all ten recommendations
, however, it provides no further detail as to progress with regard to implementation.

· Section C.3—Public Interest Disclosure—the basis of this reporting requirement is underpinned by the Public Interest Disclosure Act 1994 (the PID Act).  Section 11 of the PID Act requires agencies with reporting requirements to provide: (i) a description of procedures maintained by the agency to receive and handle disclosures during the reporting year; and (ii) statistics relating to reported disclosures received and handled during the reporting year.
  Compliance with this descriptor is discussed further under chapter four.
The Committee recommends that ACT Government agencies should ensure complete reporting with all compliance requirements as specified in the Annual Report Directions.   

Timeliness of access—electronic versions of annual reports

3.25 The Directions require agencies to place their annual reports on the relevant internet site on the same day that their annual reports are tabled in the Legislative Assembly.  The Auditor-General’s Office monitors compliance with this timing requirement.

3.26 The Committee notes the Auditor-General’s finding that in 2012–13:

…all except one agency placed their annual reports on the relevant website on time as required in the Annual Reports Directions. This agency placed their annual report on their website soon after the due date.

3.27 The Committee also notes that agency compliance with this requirement in 2012–13 declined (83 per cent) when compared with a 90 per cent rate of compliance in 2011–12.
  Compliance rates of preceding years for this requirement were: 78 per cent in 2010–11, 90 per cent in 2009–10,
 89 per cent in 2008–09, 77 per cent in 2007–08 and 76 per cent in 2006–07.

Inclusion of correct versions of audited documents

3.28 Reporting agencies are required to ensure consistency between the versions of their financial statements and statement of performance made available in their annual report with those on which the audit report and report of factual findings were issued and that the correct versions of these documents are included in the printed and electronic versions of their annual reports.

3.29 The Committee notes the Auditor-General’s finding that in 2012–13:

All agencies included the correct version of their financial statements and statement of performance in the printed and electronic version of their annual reports.

3.30 This result matches agency performance in 2011–12, 2010–11 and 2009–10, and continues the trend of improvement in the reliability of reporting.  The use of incorrect versions of financial statements and/or statements of performance in website and printed versions of annual reports fell from 69 per cent in 2005–06 to 36 per cent in 2006–07.  There were two instances in 2007–08, one instance in 2008–09 and no instances in 2009–10, 2010–11 and 2011–12.

3.31 The Committee notes that this enhancement in the reliability of reporting appears to be indicative of a strengthening of agencies’ processes for ensuring the correct versions of financial statements and statements of performance are included in both the electronic and printed versions of their annual reports.
3.32 While noting the high-level of compliance with this requirement, the Committee emphasises the importance of continued vigilance by all agencies to ensure this high level of compliance is maintained.  
Timeliness of financial reporting processes

3.33 The Chief Minister and Treasury Directorate (CMTD) issues a whole-of-government reporting timetable each year. The Auditor-General states that agencies must comply with this timetable to ensure that:

· they comply with applicable legislative annual reporting deadlines; and

· the Territory’s financial statements are completed and audited within the timeframe required by the Financial Management Act 1996.

3.34 The Committee notes the Auditor-General’s finding that for the 2012–13 reporting period the rate of compliance with the whole-of-government reporting timetable remained high at 89 per cent as compared with 90 per cent in 2011–12.

3.35 The Committee further notes the Auditor-General’s statement that the four agencies (11 per cent) that did not comply with the reporting timetable in 2012–13, in most cases, provided their financial statements to the Audit Office shortly after the due date.

3.36 Whilst the rate of compliance in 2012–13 maintained the significant improvement achieved in 2011–12 over the 2010–11 result, it has not yet returned to the 94 per cent compliance rate achieved in 2009–10.
  As such, the Committee emphasises the need for all agencies to remain vigilant about meeting the whole-of-government reporting timetable.  The Committee notes the Auditor-General’s observation that non-compliance results when an agency has not planned, designed, and adequately resourced their reporting functions.  Non-compliance can thus result in a higher risk of delay in completion of agencies’ annual reports and consequently the Territory’s financial report.

Quality of statements of performance
3.37 Pursuant to the FM Act, directorates and authorities are required to prepare statements of performance that set out their results against planned performance targets.
3.38 The Committee notes the Auditor-General’s findings that the percentage of agencies that prepared ‘good’ or ‘satisfactory’ statements of performance improved significantly from 64 per cent in 2011–12 to 90 per cent in 2012–13 and that the percentage of agencies that prepared ‘unsatisfactory’ statements of performance fell from 18 per cent in 2011–12 to 7 per cent in 2012–13.

3.39 The Auditor-General was of the view that, in the main, this marked improvement in the quality of statements of performance could be attributed to agencies:
· measuring a result for all accountability indicators;

· improving the reliability of records and systems used to measure reported results; and

· ensuring that reported results were supported by sufficient evidence.

3.40 The Committee welcomes the significant improvement regarding the percentage of agencies preparing ‘good’ or ‘satisfactory’ statements of performance in 2012–13.  
3.41 Notwithstanding the significant improvement against this requirement in 2012–13, the Auditor-General also commented that:
Some agencies discontinued, changed or deleted accountability indicators where they did not have systems or records which enable reported results to be reliably measured.

3.42 In this light, the Committee draws the attention of agencies to the Auditor-General’s finding that there is scope for further improvement to some areas.  The Auditor-General was of the view that unsatisfactory statements of performance mainly resulted from a failure to:

· implement processes for checking the accuracy of reported results; and
· provide clear and informative explanations of material variances from planned results.

3.43 The Committee notes that the Audit Office informs each agency of areas where their statements of performance could be improved and urges agencies to address these deficiencies for the 2013–14 reporting period.  
3.44 The Committee is of the view that there is still scope for improvement by some agencies.  The Committee emphasises that statements of performance contain significant information on the non-financial aspects of an agency’s performance.
   

The Committee recommends that ACT Government directorates and agencies should ensure the provision of complete statements of performance and full disclosure as required by the Financial Management Act 1996.  In doing so, ensure the following: (i) implement processes for checking the accuracy of reported results; and (ii) provide clear and informative explanations  of material variances from planned results.    

4 Whole-of-government issues arising from annual reports
4.45 During discussions over the course of its public hearing program, the Committee sought clarification on a number of whole-of-government, or whole-of-service issues, arising from specific annual reports.

Use of select and single select tenders
4.46 The Government Procurement Regulation 2007 (the Regulation)—specifically, sections 5
, 6
 and 9
 specify the method of quotation and tender requirements for procurements at or above stated thresholds.

4.47 Section 10 of the Regulation, however, allows that the responsible Director-General
 may exempt a procurement from the requirements of section 6 or 9, as long as they are satisfied, on reasonable grounds, that the benefit of not complying with the requirement outweighs the benefits of complying.

4.48 The Committee discussed with witnesses from various directorates and agencies the reporting of the use of single select tenders and the reasons responsible Directors-General may have  exempted a procurement from the requirements of section 6 or 9 of the Regulation.
    

4.49 The Regulation provides examples of ‘acceptable reasons’ a Director-General may use to exempt a procurement from the requirements of section 6 or 9.  The Government’s policy circular on select and single select procurement notes that these examples comprise a non-exhaustive list and that a:
Director-General may exempt a procurement from the requirements in other circumstances, as long as he or she is satisfied that this would deliver the best procurement outcome, that is, the best value for money.

An exemption made under Section 10 of the Regulation does not remove the requirement to undertake a value for money assessment.
 

4.50 The Committee notes that a Director-General may only exempt a procurement from the requirements of section 6 or 9 of the Regulation if the aspects of ’ value for money’ as prescribed in section 22A of the Government Procurement Act 2001  are considered.

4.51 The Committee was informed that, although Ministers are not required to sign-off on decisions to award single select contracts, decisions made in this regard must accord with guidelines contained in the FM Act and in the Government’s procurement processes.
  Discussion on this matter with the Minister for Economic Development and officials from the Economic Development Directorate ensued as follows:
THE CHAIR: Minister, is it reasonable that half of the procurements are done by single-select, and did the department seek any guidance from Shared Services Procurement about that level of single-select tenders?

Mr Barr: We will answer the second question.

Mr Dawes: I think it is fair to say the minister is not involved in any of the selection of tenderers. That is completely left to the department. We work proactively with Procurement Solutions on many of the procurements as well. As I said earlier, we do follow their guidelines. We do seek their guidance as well on a number of the tenders that we procure. 

Mr Barr: In relation to the first part of the question, the procurement guidelines have been recently reviewed and updated. My expectation is that that policy statement and that policy direction will be adhered to by all ACT government directorates. If it was a pattern consistent every year, yes, it would be concerning, but I do not believe it is a pattern consistent every year.

4.52 After considering the evidence from various directorates at public hearings, and further documentation provided on notice, the Committee remains concerned at the increasing use of select and single select processes.  In the Committee’s view, the use of competitive tenders, wherever possible, allows the Government to establish which contractors offer the best value for money.  Excessive use of single select processes has the potential to circumvent this important aspect of procurement policy.

The Committee recommends that all Directors-General, and equivalents, ensure that all exemption requests for single select procurements include consideration of ‘best value for money’ as per the Government Procurement Policy Circular.     
Public interest disclosure reporting
4.53 The Committee discussed with witnesses from various directorates and agencies, compliance with the public interest disclosure reporting descriptor as specified in section C.3 of the Annual Report Directions.
 
4.54 The basis of the reporting requirement—Section C.3: Public Interest Disclosure— is underpinned by the PID Act.  Section 11 of the PID Act requires  agencies with reporting requirements to provide: (i) a description of procedures maintained by the agency to receive and handle disclosures during the reporting year; and (ii) statistics relating to reported disclosures they receive and handle during the reporting year.
  
4.55 The Committee is of the view that agencies need to improve their respective reporting concerning the various statistical parameters as required under section C.3 relating to disclosures received and handled during the reporting year.  The requirements of this part of the descriptor are:
2. Statistics relating to the reporting year:

· number and type of disclosure received (type of disclosure refers to the conduct as described in section 4(2) of the PID Act);

· number of disclosures investigated;

· number of disclosures referred by other agencies;

· details of disclosures that were referred elsewhere, including:

· the total number referred;

· the identity of the other agency;

· the number and type of disclosures referred to each agency;
· the number of disclosures on which the agency declined to act under section 17 of the PID Act; and

· the number of disclosures substantiated by investigation.

3. Details of remedial action on each substantiated disclosure.

4. Details of remedial action taken on and/or for Ombudsman recommendations.

4.56 For example, the Commerce and Works Directorate annual report, whilst advising that it had received one public interest disclosure in accordance with the PID Act, provided no statistical information in relation to this disclosure.
       
4.57 The Committee notes that the Public Interest Disclosure Act 2012 was passed by the Legislative Assembly in August 2012 and replaces the Public Interest Disclosure Act 1994.  The new Act came into effect on 1 February 2013 and, amongst other changes, places the onus on the ACT Public Service (ACTPS) entity to which the disclosure relates to take action to resolve a problem.  It also builds on the previous Act by broadening and clarifying the types of wrongdoing that fall within the definition of disclosable conduct; it establishes a clear reporting pathway for the receipt and handling of disclosures; and provides specific circumstances under which a disclosure can be made to a third party.

4.58 Given the new PID Act, places the onus on the ACTPS entity to which the disclosure relates to take action to resolve a problem, the Committee is of the view that ensuring complete reporting against the PID Annual report descriptor by directorates and agencies will be paramount in signalling the extent to which action has been taken to address reported disclosures.   
The Committee recommends that ACT Government directorates and agencies should ensure complete compliance in accordance with the reporting requirements as prescribed under Section C.3— Public Interest Disclosure reporting of the Annual Report Directions.   
4.59 The Committee discussed with the Auditor-General a disclosure made under the PID Act and sought clarification as to whether the matter had been investigated by the Auditor-General or the Commissioner for Public Administration.  An Audit official advised: 

 I do recall the communication that came into our office. I do recall communication within the office and an understanding within our office that that was going to be investigated. I cannot recall whether that was going to be investigated by Mr Kefford or another agency. That was my understanding of it at the time. We took that interpretation to be that that was not referred to us for investigation, but just for our attention.
 

4.60 On notice, the Auditor-General told the Committee:

...the Audit Office was satisfied that the Commissioner for Public Administration was the appropriate entity to receive this public interest disclosure given the current legislation.

After the Annual Report hearing of 17 December 2013, the Commissioner for Public Administration was contacted and provided information to the Auditor-General.  In this communication an apology was given for not advising the Audit Office earlier of the final decision to not investigate the PID as there is no disclosable conduct under the PID.
     

4.61 The Committee noted that the disclosure in question had been made on or about 7 February 2013 to Minister Rattenbury.  Notwithstanding that the Commissioner for Public Administration had made a final decision to not investigate the PID on the grounds there was no disclosable conduct, the outcome of this decision was neither made known to the Auditor-General, or the person making the disclosure.  It is accepted practice under PID regimes that a person making a disclosure must be informed of details of what decisions have been taken in relation to a disclosure. 

4.62 The Committee notes that the Government’s factsheet on the Public Interest Disclosure Act 2012 clearly states that among, other things, the role of the Designated Disclosure Officer (DDO) is to:    
 ... 
support and notify the discloser as appropriate;
...

The DDO will document their decision on the PID for the information of the discloser...

The Committee recommends that Designated Disclosure Officers appointed for the purposes of the Public Interest Disclosure Act 2012 should ensure that the appropriate steps, as outlined in the PID Factsheet, are taken to inform persons making disclosures about the outcomes of investigations and, where applicable, actions taken.        
Independence of internal audit functions
4.63 In the context of audit findings—the Audit Office is required by Australian Auditing Standards
 to report ‘matters of governance interest’ identified during an audit to ‘those charged with governance’ of an agency. Those charged with governance include agency heads, governing boards and relevant Ministers. These matters are referred to as ‘audit findings’ and include weaknesses in governance arrangements and internal controls, legislative breaches, reporting errors, deficiencies in financial reporting practices and fraud.
 

4.64 During discussion with the Auditor-General, the Committee was made aware, that the Audit Office had repeatedly made recommendations, over successive reporting periods, to various directorates and agencies regarding improvements to internal audit arrangements to support the independence of internal audit functions.
  The Director of Financial Audits advised that acceptance of recommendations along these lines had been met with resistance.  The Director of Financial Audits stated:
The single issue that comes to mind that we have had the most push back on has been the independence of internal audit functions in directorates. We have the view that a number of the internal audit managers are not freed from operational responsibilities. As a result of that, it becomes difficult for them, in our view, to report impartially in relation to those areas. For example, if your internal audit manager reports to the chief finance officer in relation to finance matters but reports to the internal audit committee in relation to other matters, we think it is difficult for that internal audit manager to, for example, start doing audits of the financial management of his own area, because he is not free from the influences of working to the chief financial officer. 

There are a couple of different models along that theme. In most cases agencies have argued that they hear what we say but they do not think that actually separating that person into that role is worth the cost involved. So we have not made much headway in some areas. We have with some; some areas have changed their audit functions. But in some cases they make a decision, and that is obviously a decision that rests with the directorate, as to whether they want attend to that matter. We will keep reporting the issue, because that is our role. We see a weakness in their internal control structure, and we think it can be improved, so we will continue to report that.

4.65 The Committee notes the views expressed by the ASX Corporate Governance Council concerning the independence requirements underpinning internal audit functions and committees.  Specifically, with respect to independence of  internal audit committees, ASX states:
The existence of an independent audit committee is recognised internationally as an important feature of good corporate governance.

...

Importance of independence—The ability of the audit committee to exercise independent judgement is vital. International practice is moving towards an audit committee comprised of only independent directors
.
 
4.66 The Committee notes the Auditor-General’s report on 2012–13 Financial Audits details varying degrees of compliance with measures to support independence of the respective internal audit functions of directorates and agencies.  For example—findings concerning directorates and agencies included: 
Chief Minister and Treasury Directorate
4.67 The Auditor-General found that whilst aspects of the CMTD internal audit arrangements supported the independence of the internal audit function—for example, the Audit Committee having an independent chair—the internal audit function was not fully independent as the Internal Audit Manager also performs the role of Financial Controller in the Directorate’s Strategic Finance Branch and reports to the Chief Finance Officer in that capacity.  On this basis, the Internal Audit Manager is not free of the influences of operational management and responsibility, in particular, on financial management and reporting matters.
 

4.68 To improve the independence of the internal audit function, the Auditor-General recommended that the Internal Audit Manager should be freed from the influences of operational management and responsibility.
 

4.69 As in previous reporting periods, the CMTD advised that it disagreed with this audit finding on the basis that there were sufficient administrative arrangements in place to mitigate risks that might possibly eventuate from the dual roles held by the Internal Audit Manager and their associated reporting lines.

Commerce and Works Directorate
4.70 The Auditor-General noted improvements regarding the independence of the Commerce and Works Directorate’s (CWD) internal audit function.  The Auditor-General commented:
The capacity of an internal audit function to be independent and report impartially depends, in part, on the extent to which this function is free from the influences of operational management and responsibility. The independence of the internal audit function has improved as the Internal Audit Manager does not have significant operational responsibilities except for the administration and management of the internal audit function.
 

Economic Development Directorate
4.71 The Auditor-General found that while aspects of the Economic Development Directorate’s (EDD) internal audit arrangements supported its independence, there was scope for improving the independence of the function to ensure that the officer responsible for internal audit was free of the influences of operational management and responsibility.
   Whilst the Directorate indicated that it agreed in principle with the audit finding, it commented that: 

... due to the relatively low number of personnel in the Directorate, and the need to allocate scarce resources to program delivery, it has not been possible to allocate resources to a dedicated Internal Audit Manager. 

The Directorate recognises the potential benefits of the separation of this role, and within resourcing limits will continue to investigate alternative structures for the provision of an independent internal audit function.

Environment and Sustainable Development Directorate
4.72 The Auditor-General noted that the independence of the Environment and Sustainable Development Directorate’s (ESDD) internal audit function had improved by ensuring that the Internal Audit Manager: (i) reports directly to the Director-General on internal audit matters; and (ii) does not have other operational responsibilities.
 

4.73 The Committee notes that the aforementioned examples are a sample of the Auditor-General’s findings concerning the independence of the internal audit function of Government directorates and agencies for the 2012–13 reporting period.  This sample demonstrates varying levels of responsiveness to the Auditor-General’s findings by respective agencies.  The Committee welcomes the improvements undertaken by the CWD and the ESDD to support independence of their respective internal audit functions.  The Committee also notes the EDD’s acknowledgement of the potential benefits of an independent internal audit function.         
4.74 The Committee is strongly of the view that all directorates and agencies should ensure that the structures underpinning their respective internal audit functions support independence.  This characteristic is a vital requisite underpinning effective corporate governance and is important in ensuring the capacity of the internal audit function to report impartially, to exercise independent judgement, and to be free from any real or perceived influences either from internal or external sources and responsibilities.  Where an agency considers a key requirement of best practice for supporting independence as not appropriate to its particular circumstances it should document it as such by using an “if not, why not?” test to explain why not.   

The Committee recommends that ACT Government directorates and agencies should assess, and where applicable, take appropriate action to ensure that the structures underpinning their respective internal audit functions support independence.  Where an agency considers a key requirement of best practice for supporting independence as not appropriate to its particular circumstances, it should document it as such by using an “if not, why not?” test to explain why not.    

Expansion of Ministry

4.75 Pursuant to section 41(2A) of the Australian Capital Territory (Self‐Government) Act 1988 (the Self‐Government Act), the number of ministers may not exceed a total number of five, until a different number is provided by enactment—specifically by a law made by the Legislative Assembly under the Self‐Government Act.

4.76 The introduction of the Australian Capital Territory (Ministers) Bill 2013 (No. 2) served as such an enactment and its passing on 26 November 2013 provided for the number of ministers for the Territory to be increased to a maximum of nine.

4.77 As reported in the Canberra Times, at the time of the Bill’s passing, the Chief Minister indicated that the capacity to appoint an extra minister for the 8th Assembly term would assist with the increasing workloads of the five Cabinet Ministers that are currently responsible for 25 portfolios:  
I think it will relieve existing ministers of some of the burdens of their heavy workloads,...The workforce pressures are significant and growing.

The solution is to expand the cabinet by one in the short term.

4.78 The Committee discussed with the Chief Minister and the Speaker a number of underpinning elements should an extra minister be appointed.  This included: accommodation options; staffing arrangements; budget costs; and indicative timing for such an appointment.
 
Accommodation options
4.79 Accommodating an extra minister within the Assembly building has generated some discussion as to what would be a cost-effective way of providing additional office space should the Government make such an appointment.

4.80 The Committee sought clarification as to whether the Assembly had to find the means within its current budget or whether it would receive a supplementary appropriation to cover costs incurred in any building renovations.  The Speaker explained: 
At this stage, ...we do not have a budget for it. I wrote some time ago to the Chief Minister and the Leader of the Opposition about the financial implications that might be involved if there is an extra minister or further ministers appointed. There are three possible solutions floating around. One is the hugely expensive, which would be reoccupying an area of the Legislative Assembly on the second floor and making a full fit-out of a ministerial suite with ensuite and the like, and that comes in at about... 

...
...$200,000. But it is a lot of money. There are a couple of less expensive options that would mean that the quality of the accommodation that any subsequent minister would get would be substantially less than for the existing ministers, but there would be a substantially lower cost, in the order of $30,000 or $40,000, we think. And there is the really low cost accommodation option of occupying two non-executive members’ offices on the first floor and punching a hole between them. That is the low-cost option. That is the very low cost option. 

These are things that are not currently in my hands. I know that there have been discussions between the Clerk’s office and Rick and the Chief Minister’s office about some of those things, but there is no timing and there is no announcement. I have made it clear in my letter to the Chief Minister, and Tom has made it clear, that we would need funding. We are responsible for maintaining and for modifications to the building, but we do not have money to do it. If there is an announcement of a further minister, I would expect that that would come with some moneys for the Legislative Assembly to do the work.
 
4.81 Subsequent to the hearing, the Speaker advised the Committee:
In response to Ms Porter’s question about the budget arrangements for the sixth minister’s suite, I want to clarify that, in my letter to the Chief Minister, I noted how important it was for the transitions and costs to be managed smoothly and effectively so as to demonstrate the prudent expenditure of taxpayers’ money.  I can confirm for the benefit of the committee that, since the hearing, it has been confirmed that, due to other savings, the Assembly’s Capital Upgrade Program will now fund the works, which are expected to be in the order of $23,000.
   
4.82 At the time the Bill was passed, as reported in the Canberra Times, the Chief Minister signalled that limiting costs to taxpayers of the appointment of a new minister was a priority: 
I'm trying to do this on a shoestring budget really because the money we've got available is the money available...I don't want to seek further appropriation other than probably for the minister's salary.

4.83 The Committee inquired about whether the Chief Minister had allocated specific funding for accommodation remediation and was told that to date no budget had been allocated.  The Chief Minister added:
There has not been any funding allocated, so that is one of the issues. There are more expensive options and less expensive options, some of which may be able to be cash-managed. I have to resolve these matters with the Speaker because she has responsibility for the building as a whole, even though there is an MOU between certain parts of the building on the second floor. But we are looking to do the least-cost option; that is my preference.
 

Staffing arrangements
4.84 The Committee understands that staffing from existing offices will be allocated to the new minister.
  As to further detail concerning staffing arrangements, the Chief Minister told the Committee:    
That will need to be worked through, in terms of budgets and an appropriate allocation of staffing resources. Again, I am looking at the least-cost option for that. In a sense, five ministers are managing the workload of what six ministers will manage. Therefore I do not think we need a fully staffed ministerial office. I think there has to be some sharing of resources across offices and pulling together the six ministers’ resources through that. But there may need to be an appropriation for the minister’s salary and perhaps the chief of staff. Other than that I would be looking to share existing allocations across the offices.
 

Indicative timing for appointment and process
4.85 As to indicative timing for a potential appointment, the Speaker advised:
There has been a discussion about time lines. If there was an announcement, it would probably be unlikely that an incoming new minister would be able to occupy any sort of ministerial suite before the end of February.
 

4.86 In relation to the process for decision making, the Chief Minister confirmed that:   
The caucus will discuss it, yes.
 
4.87 Additionally, on the matter of the decision making process, as reported in the Canberra Times, the Chief Minister indicated that:
I will certainly let caucus know who my preferred candidate is, but ultimately this is much better if it's a collective decision that's owned by the caucus.

4.88 Subsequent to the hearing, the Canberra Times reported that the Chief Minister had announced that funding for a sixth minister would be appropriated in the 2014–15 Budget with the Minister to commence work in the 2014–15 financial year.
  The Chief Minister indicated that this timeframe would permit the newly appointed Head of Service and Director-General of the CMTD:   
...Kathy Leigh and I the opportunity over the next couple of months in lead-up to the budget to refine the structure of the public service as we want it – better align it to six ministers – and then take some decisions.




5 Specific issues arising from annual reports
ACT Auditor-General’s Office

5.89 The Committee heard from the Auditor-General on Tuesday 17 December 2013 to discuss the ACT Audit Office’s (the Office) 2012–13 annual report.
Auditor-general Amendment Bill/Act 2013
5.90 The Committee discussed the Auditor-General Amendment Bill/Act 2013—in particular, provisions for collaborative audits and auditing of non-government entities providing government funded activities or services.
 

5.91 The Auditor-General Amendment Bill 2013 was passed on 6 August 2013 and its provisions will come into force on 20 February 2014.

5.92 The Committee notes that some of the legislative changes as contained within the Auditor-General Amendment Act 2013 also need to be considered in conjunction with the changes resulting from the passing of Officers of the Assembly Legislation Amendment Act 2013 (the OLA Amendment Act 2013).  The OLA Amendment Act 2013 passed on 24 October 2013 amends the Committee’s role in relation to the budget and appointment of the Auditor-General.  The provisions as contained in the Act become effective 1 July 2014.
 
5.93 The explanatory statement to the Auditor-General Amendment Bill 2013 noted that the:
The Auditor‐General Amendment Bill 2013 implements a number of the Government’s agreed recommendations from the Standing Committee on Public Accounts Report 15: Inquiry into the Auditor-General Act 1996.

In responding to this Public Accounts Committee report, the Government also agreed to nominate the Auditor‐General as an officer of the parliament. Changes to the Auditor-General Act 1996 to effect this and related changes (such as to appointments processes and related recommendations concerning suspension of the Auditor‐General) will now be brought forward in a separate Bill.

5.94 As to the OLA Amendment Bill 2013, during debate on its second reading—the Speaker commented:
As Mr Rattenbury has said, this bill had its genesis in some work that was done initially by the public accounts committee and then by the administration and procedures committee in the previous Assembly...

Audit findings
5.95 As noted previously under chapter four, the Audit Office is required by Australian Auditing Standards
 to report ‘matters of governance interest’ identified during an audit to ‘those charged with governance’ of an agency.  The Committee is pleased to hear that the Office’s repeated recommendations that information on the financial results of the Territory be improved by the provision of a management discussion and analysis report has been taken up by the Government.
5.96 The Auditor-General commented:
That has been an issue—credit to Bernie and his team, if I may—that has been raised for quite some time, and now they have agreed. That sort of process will ultimately benefit, we hope, the community and yourselves in understanding what is going on with the numbers.

5.97 The Committee congratulates the Audit Office’s financial audit team for the work behind the scenes that has contributed to this result.  
Other matters
5.98 In the course of the hearing, the Committee’s discussion with the Auditor-General and officials from the ACT Audit Office included:

· 2012–13 performance audit program and 2013–14 program
;
· timing for follow-up audits—in particular, performance audit of emergency department performance information
; 

· timeliness of financial audits and reasons for delayed provision of audit opinions
;
· satisfactory performance ratings from audited entities—performance and financial audits
; 

· undertaking audits using a combination of external and internal (in-house) resources
; 

· controls in place for use of outside contractors—documenting and monitoring the work of contractors and harmonisation of documentation systems
; 

· increasing demand for performance audits
; 

· review of the Office’s corporate services activities—how it was conducted and recommended improvements
; 

· role of technical and quality assurance officers prior to and after the corporate services review
; 
· themes and results of staff satisfaction survey and staff turnover across reporting periods
; 

· 2012 General election necessitating a condensed timeframe for preparation of financial statements and statements for performance
; 

· new PID Act—potential impact on the resources of the Office, disclosures under the Act for the reporting period, development of PID Guidelines
;
· Learning and Development program—scale of support provided, identification of need, targeted initiatives under the program
; and 

· progress against the strategic plan—in particular against the three branch plans—performance audits, professional services and financial audits
.
Office of the Legislative Assembly

5.99 The Committee heard from the Speaker on Tuesday 3 December 2013 to discuss the Office of the Legislative Assembly’s (OLA) 2012–13 annual report.
Increase in size of Executive
5.100 The Committee discussed with the Speaker and OLA officials, implications for the Assembly of the recent legislative changes providing capacity to increase the size of the Executive—this included: indicative time for appointment of new minister, accommodation options and cost, and budget coverage/responsibility.
  Further discussion on this matter is set out under chapter four. 
Administration of Members’ entitlements

5.101 The Committee discussed with the Speaker issues concerning instances of non-compliance with prescribed requirements underpinning the administration of Members’ entitlements—for example, overspends under the Discretionary Officers Allowance (DOA) and the need to make repayments to the Assembly
.  The Speaker commented:
Unlike an application for study travel, where members have to certify that they have funds to undertake the travel, the stamp that we use to approve payments under DOA does not have that facility and I think it is not necessarily uppermost in members’ minds when they sign off that they have enough money. There probably are some simple remedies to eliminate future overpayments.
  
5.102 Another area of discussion concerned challenges arising in relation to the Australia Post accounts held by Members—in particular, the invoicing system and administrative difficulties encountered in closing accounts.
  The Speaker elaborated: 
I am aware of one occasion when an Australia Post account for election-related expenses was paid in error by the Assembly without the member’s authorisation and the member had to arrange for reimbursement to the Assembly. In a more recent occurrence, a couple of large accounts were put on a member’s Australia Post account even though it was not approved for expenditure. In this instance, the account was received after the member had left the Assembly and was put on the account without their knowledge or approval. This shows that there are clear areas for improvement in our relationship with Australia Post. I do not believe that there is any malice in any of this, but I think that we need to fix our system.
 

5.103 Regarding administration of travel, whilst the Speaker cited efforts to manage costs—in particular, the selection of the best fare on the day, as opposed to fully flexible fares, and travelling economy on shorter flights—she was of the view that there were:
...areas where we can improve here. There are no clear procedures, for instance, for members or staff travelling, as to when they are given Cabcharge vouchers and when they are not. And when we do give Cabcharge vouchers, they do not come with instructions and there is no set  process for acquitting them. 

I am aware from my own experience of occasions when movement recs have not been signed off within the seven-day time frame. On one occasion in the past, in the reporting period, a member received reimbursement for airfares and had commenced travel before my final approval for this travel. This was brought about by a number of small errors; I have spoken to OLA staff about this, and I have written to the member to avoid a repetition of such occurrences. Systems have been changed or are in the process of being further refined to ensure that this does not happen again. 

These are genuine lapses, but I have asked Business Support to devise a travel checklist for members, their staff and OLA staff to put all approval steps and certifications in the one place to ensure that we meet our responsibilities within the correct time frames.
 

5.104 The Speaker advised that she had asked OLA to conduct a review of the various matters causing concern regarding the administration of Members’ entitlements, as outlined to and discussed with the Committee.
   
5.105 The Committee acknowledges that the administration of members’ entitlements and issues arising regarding non-compliance have significant public interest.  In particular, there is a strong public expectation that such entitlements will be administered in accordance with the applicable policies and requirements.  Compliance along these lines safeguards propriety in public expenditure; trust in MLAs to act in the public interest; and the legitimacy and authority of the Legislative Assembly.

5.106 The Committee recognises that no area of public administration should be exempt from independent examination at any time.  Moreover, it would be unrealistic to expect that the administration of entitlements for MLAs is without inefficiencies or, as is the case with other areas of public administration, is incapable of continuous improvement.  The Committee looks forward to the outcomes of the Review as signalled by the Speaker. 
The Committee recommends that the Speaker inform the ACT Legislative Assembly on the outcomes of the Office of the Legislative Assembly’s review of the administration of Members’ entitlements.    
Availability of MLA travel reports 
5.107 The Committee is aware that in 2009, following consultation with the Standing Committee on Administration and Procedure, the Speaker, at the time, determined that:
...the Assembly’s website should be updated twice each year to show all travel on Assembly or official business undertaken by non-executive members and their staff during the current Assembly, and that a link to all study travel reports submitted by non-executive members is also included on the website.

5.108 The Committee discussed with the Speaker and officials, submittal of Members’ travel reports and the timeframe for availability of these reports to interested parties after submittal.
  The Committee was particularly interested as to why these reports, once submitted, are not uploaded to the Assembly website shortly after lodgement as opposed to every six months.  Discussion on this matter ensued as follows:    
Mrs Dunne: I have asked this question myself. 

DR BOURKE: And what answer did you get? 

Mrs Dunne: I am trying to remember. I think it is really that most of the reporting is done on a six-monthly basis. The thing is that someone might submit a report. I asked this because I submitted a report and then some time later I looked and it was not there, and the answer was, “Well, we do it every six months.” Simply, it is just that if someone reports in April, there is often an acquittal process. If it is a long trip or an expensive trip, the acquittal process can take quite a long time. It was just a policy decision that we made. Ian might like to fill in the gaps here. It was a policy decision that was made that we would do it on a six-monthly basis rather than having to do it on an as-they-appear-basis. 

Mr Duckworth: I can certainly confirm that the decision was taken by the administration and procedure committee, I think, two Assemblies back. This has, again, been a process that has evolved. But the use of the website to periodically present information about the use of members’ entitlements was taken on board. There was a travel report; there is reporting of DOA expenditure. There is also reporting of members’ vehicles. There was certainly a view taken that it should be done at intervals rather than on a progressive basis. So it could be done on a progressive basis but it would be far more administratively cumbersome, I guess. So the view was taken that we would do it on a six-monthly basis. There has been some discussion tossed around about whether or not it should perhaps be done on a quarterly basis. There is a fair bit of work that goes on behind the scenes to get those reports ready for presentation. Does that answer your question?
 

5.109 Subsequent to the hearing, the Speaker advised the Committee:
In response to Dr Bourke’s question about accessing study travel reports that have not yet been loaded onto the Assembly’s website, I want to clarify that, prior to study travel reports being published on the Assembly’s website, they were tabled in the Assembly.
   
5.110 Whilst the Committee acknowledges that work goes on behind the scenes to prepare travel reports for publication together with the efficiencies generated from uploading reports twice yearly, the Committee notes that progressive uploading of material takes place across other areas of the OLA—for example, uploading of submissions or responses to questions, once received and authorised, as part of committee inquiries.  As an important transparency mechanism, the Committee is therefore of the view that due consideration should be given to uploading Members’ travel reports to the Assembly website at more progressive intervals than twice yearly.   
The Committee recommends that the ACT Legislative Assembly’s Administration and Procedure Committee should give due consideration to uploading Members’ travel reports to the Legislative Assembly website at more progressive intervals than twice yearly.    
Other matters
5.111 Other matters discussed by the Committee included:

· the review and restructure of the OLA
; 
· the ceremonial sitting of the Assembly for the Centenary of Canberra
; 
· reconvening of the Assembly Art Committee , new membership and centenary acquisitions
; 

· availability of the second edition of the Companion to the Standing Orders
; 
· the Speaker’s eighth Assembly staffing arrangements
; 

· wireless rollout—installation of Wi-Fi loop for the Chamber and ante rooms and committee rooms
;
· website upgrade, sources and types of feedback received as part of this process, types and location of visitors to the website
; and 

· the Assembly’s digital presence—upgrades/improvements for Daily on Demand, Committees on Demand and live web streaming
. 
Chief Minister’s portfolio

5.112 The Committee heard from the Chief Minister on Monday 2 December 2013 to discuss the 2012–13 annual reports, or parts thereof, of the CMTD, the ACT Executive (annexed), the ACT Ombudsman, the Commissioner for Public Administration, and the Territory and Municipal Services Directorate (TAMSD) as it relates to the National Arboretum.
ACT Ombudsman

Complaints handling

5.113 In the course of the hearing, the Committee’s discussion with the ACT Ombudsman and other witnesses included:

· complaint handling concerning services provided by the ACT Government—analysis of directorate complaint handling performance, approaches and resolution
; 

· level of awareness/understanding in the ACT community of the role of the ACT Ombudsman and its services with regard to people who may be affected by the administrative actions of ACT Government agencies or ACT Policing
;
· community engagement—community events and functions either attended by officers representing the ACT Ombudsman or hosted by the Ombudsman’s Office during 2012–13 as part of an ongoing commitment to networking and engaging with the community—including: Homeless Connect—Canberra’s inaugural Homeless Connect day (August 2012); and a forum hosted by the ACT Human Rights Commissioner to discuss the human rights audit of the conditions of detention for women at the Alexander Maconochie Centre (June 2013)
;
· remedies for investigated complaints across the ACTPS’ nine directorates—work towards improving complaint-handling processes and the development of consistent complaint-handling policies within directorates and other agencies during the reporting period
; 

· organisational planning and environment—internal restructure undertaken by the Office to release resources for strategic engagement with agency stakeholders and the community
; 

· role of the Ombudsman under the new PID Act (2012)
; and 

· oversight responsibilities of the ACT Ombudsman in relation to the Child Sex Offenders Register—monitoring ACT Policing’s compliance with Chapter 4 of the Crimes (Child Sex Offenders) Act 2005 (ACT)
.
Commissioner for Public administration
5.114 In the course of the hearing, the Committee’s discussion with the Commissioner for Public Administration included:

· dual roles of the Commissioner—differentiation between role as Commissioner and Deputy Director-General of CMTD—management of conflicting interests and independence of the Commissioner as the professional head of the ACTPS
; 

· workforce planning and its challenges in the contemporary public sector environment—including: (i) loss of mature age employees—during the reporting period only two directorates reported having initiatives targeting these types of employees; and (ii) the attraction and retention of entry level employees
;
· role of the People and Performance Council in workforce planning
;
· attraction and retention initiatives—mix of whole-of-service initiatives and directorate specific initiatives for certain workforces such as nursing and teaching
;
· review of ACTPS Classifications—the Review was conducted by independent consultants and was in response to an undertaking given as part of a number of enterprise agreements.  The Review concluded in 2012 and made 203 recommendations grouped across three themes—structural reforms, salary reforms and administrative and procedural reforms.  The Committee discussed the Government response to the Review, its relationship with ACTPS Graduate Program and identified diversity targets (AATSI) and people with disability
; 

· the process for appointing an acting Commissioner when the Commissioner is on a leave of absence or when the Office is vacant
; 
· matter of Executive Contracts—non-compliance with legislative requirements of the Public Sector Management Act 1994 for contracts to be tabled, the future design of the system to ensure that the ACTPS is in a position to meets its legislative obligations, legal and other consequences of contracts not being tabled
; and 
· progress update on implementation of agreed PAC recommendations as contained in tabled reports of the Committee—review of aspects of the Caretaker Convention Guidance and action to ensure that directorates are aware of their obligations to properly safeguard personal privacy of ACTPS employees
. 

Chief Minister and Treasury Directorate

5.115 The Committee considered a range of matters that fall within the Chief Minister’s portfolio but which have whole-of-government significance, including: public interest disclosure reporting and potential expansion of the Executive.  Discussion on these matters is set out in Chapter 4.

Implementation of the Targeted Assistance Strategy

5.116 The Committee discussed with witnesses progress against the recommendations of the Targeted Assistance Strategy.  The Strategy released in April 2012 was developed by an expert panel in consultation with key stakeholders.  The Strategy collates and summarises the concessions and support the Government provides—in particular, it targets individuals and groups—vulnerable members of the ACT community—located just above the concessions safety net and who thus do not receive income support but remain exposed to the risk of financial stress.
  The Chief Minister elaborated:
This is in particular where we are looking at people who sit above the concessions threshold but who are still experiencing financial hardship. That is an area where, I think, we still need to keep our focus. Indeed, the Minister for Community Services and the Treasurer are looking at the way we provide concessions across ACT government, looking at ways to streamline them and to make them easier for people to access and also easier for us to administer. 

Even though we have got assistance.gov.au, which co-locates a whole range of information about assistance, Health will have some concessions programs, Treasury has some, ACTEW runs some, Community Services runs some. So part of the work in the next stage is actually looking at how we can have a one-government approach to that, make it easier for people receiving concessions and also make it easier for us to administer.

5.117 The Strategy made 34 recommendations which can be organised into short, medium and long-term categories according to implementation requirements.  Eight recommendations (medium and long-term) are still under consideration with the remaining ones either implemented, or progressed, during the reporting period.  An accompanying homepage for the Strategy provides information on implementation of the recommendations.

Study Canberra Initiative
5.118 The Committee was interested in the Study Canberra initiative which is focused on working with local universities to attract more overseas students to Canberra as a destination of choice for tertiary study.  The Committee heard that the next phase for progression of the Initiative includes: a Vice-Chancellors forum, development of a Study Canberra website—Study Canberra banner, defining the international student market for Canberra and the concept of shared degrees, factoring in the Commonwealth Government’s response to the Chaney Report
—Australia—Educating Globally Advice from the International Education Advisory Council (February 2013) and the Commonwealth’s undertaking to develop a new architecture and strategy for international education.
  
5.119 The Committee also discussed the strengths of Canberra as an international student market place—in particular, the Nation’s capital, the quality and reputation of the ACT’s universities, safety of the city, proximity to Sydney and Melbourne, and the accommodation guarantee on offer from the Australian National University (ANU) and the University of Canberra (UC) for international students.
  The Chief Minister commented:    
...the major strengths would be being the nation’s capital and the quality of our universities, particularly UC and ANU. UC has entered world rankings; that means a lot. There is the reputation of our universities. The safety of the city probably comes pretty high. The parents want to know that their children will be in a safe city. For the parents, it will be about there being a quiet environment, encouraging study, which is very important to parents. It perhaps has been seen as a weakness that we are not Sydney or Melbourne, but we are looking at how we turn that into a strength in relation to the choices available. Particularly in China, because of the choices that are available to the rising middle class, parents are seeking out all of the information about where their child is going to be educated. I think the single biggest outlay that a Chinese family will make is on their child’s education. Proximity to Sydney and Melbourne will be another one.
 

The Committee recommends that the ACT Government review the take up of student accommodation by international students under the student accommodation guarantee.
Evaluation of the Centenary of Canberra

5.120 The Committee sought information as to the evaluation framework for the Centenary of Canberra.  The Committee was told that a Monitoring, Evaluation and Reporting Framework had been developed in accordance with the requirements of the ACT Government Evaluation Policy and Guidelines.  The evaluation framework is longitudinal based—it is intended that it will continue until 2020 and is focused on evaluating the success of the Centenary as a whole and not just the activities of the Centenary Unit.
  
5.121 The Committee was also told that the Community Services Directorate (artsACT) and the EDD will have responsibility for certain longer term aspects of monitoring under the evaluation framework.
  
5.122 A key aspect of the longitudinal evaluation will involve the National Capital Authority’s (NCA)—National Perceptions of Canberra Survey which is conducted every five years—the last survey was held 2012 with the next one scheduled for 2017.  The Government is paying the NCA to conduct a special version of this survey in 2014 to benchmark how Australians are feeling about the Centenary within a 12-month period.  The Committee also discussed with witnesses the centenary type questions that will be included in the ‘Special Survey’ and the demographics of potential survey respondents.
 

Other matters
5.123 Other matters discussed by the Committee included:
· Capital Metro—initial route between Civic and Gungahlin and matters arising concerning the portion of land intersecting with this route where the Commonwealth has an interest.  Articulation with the National Capital Plan (NCP)—which provides guidance concerning aspects that will need to be negotiated through in relation to national requirements, for example, that buses are not allowed to go down the median strip of Northbourne Avenue
;
· CMTD Studies Assistance program—range of studies undertaken during the reporting period and clarification as to how this program contributes to the work of the Directorate.  During 2012–13, 24 employees undertook studies as part of this program at an approximate cost of $198 000
;
· Policy Officers Network—initiative designed to bring together lower-level policy research from across different directorates, methodology for assessing whether the Network has achieved its objectives
; 

· Brand Canberra—CBR—role of the Directorate in the brand development and the role of the Canberra Brand Council post the launch
;
· process and expected timeframe for completion of the selection process for the Director-General of the Directorate and the Head of Service
; 

· Workforce Capability and Governance Division—discussion regarding the breakdown of budgets across output classes in the Division, across subclasses of these outputs and then down to business unit level
; 

· consultation—Time to Talk Canberra 2013—targeted consultation(s) under this initiative that have contributed to an increase in the percentage of the community who feel able to have their say on important issues, alignment of consultation channels—technology (digital) and non-technology (non-digital) based—with individual stakeholder preferences, Time to Talk refresh and articulation with social media presence
; 

· Digital Canberra project—co-ordination of Twitter Cabinet and whole-of-government and directorate Facebook sites, including how directorates mange their social media presence, and guidelines across government
;
· Canberra digital community connect project—due for completion April 2014—the Project draws its capability/technology from the digital Hub at the Gungahlin Library—to support the hosting and promotion of livestream interactive high definition digital events via the Canberra Live website—for example, the Project supported the hosting of a digital forum for the Australian age-friendly cities and communities conference and the livestreaming of the inauguration of Aung San Suu Kyi as she received her honorary doctorate of Laws from the Australian National University on 29 November 2013.  The Committee also discussed the benefits that may ensue from the livestreaming of high definition digital events and the plans for dispersion of the digital capability post April 2014
;
· Hot-Air Balloon sculpture—Skywhale sculpture—a commissioned piece of work by artist Patricia Piccinini for the Centenary of Canberra celebrations.  This discussion extended to matters related to: number of flights in 2013—nationally and within the ACT, number of flights covered by the Centenary Budget, cost per flight as covered by the Centenary budget, flights not funded by the original budget, overall budget and cost allocations across all parameters of the sculpture project—commissioning, the artist, manufacture of the balloon, licensing requirements and component for flights
; 

· the Government’s infrastructure priorities—Convention Centre and articulation with the Australia Forum project, light rail and the northside hospital
; 

· Comcare policy coverage across the ACTPS and eligibility for payment of an approved claim when a person is past retirement age.  The Comcare scheme is provided under the Commonwealth’s Safety, Rehabilitation and Compensation Act 1988.  The Committee heard that the Act includes provisions to cease incapacity payments based on the injured worker reaching retirement age.  This potential for age based discrimination had been identified by Safe Work Australia and recommendations have been made at a national level to address this.  Discussion acknowledged the identification of a potential scenario where a person past retirement age may not have the same length of entitlement as a person in their twenties.
  The Committee enquired about the number of ACTPS employees over the age of 65 and was told that as ‘at June 2013, there were 519 ACT public sector staff aged over 65 years (excluding Calvary Public Health Care); this amounts to around 2.3 per cent of ACT public sector staff’
; 

· progress update on implementation of agreed recommendations as contained in Auditor-General’s report No. 8 of 2012: ACT Public Service Recruitment Practices—in particular, completion of updated Guidelines for Recruitment in the ACTPS to reflect the contemporary ACTPS Employment Framework and better practice recruitment methods
; and 
· progress update on implementation of agreed recommendations as contained in Auditor-General’s report No. 7 of 2010: Management of Feedback and Complaints—in particular, the development of a public interest disclosure (PID) management system
. 
ACT Executive (annexed report)

Increase in size of Executive
5.124 The Committee discussed with the Chief Minister the capacity to increase the size of the Executive—this included: accommodation options, process for appointment—involvement of the Chief Minister and Caucus, expected timeframe, staffing costs and sourced budget contributions.
  Further discussion on this matter is set out under chapter four. 
5.125 Other matters discussed by the Committee included: 
· explanation for ACT Executive operating surplus in 2012–13 as attributable to an accounting treatment
; and
· staffing arrangements and cabinet confidentiality processes for a minister performing dual roles—as a member of the Executive and as a crossbench member, division of responsibilities between electoral and executive staff for the Greens’ Minister and procedures in place for ensuring that only appropriate staff have access to cabinet documents and the rules underpinning access
.
National Arboretum (TAMS Directorate) 
Establishment of scientific research committee
5.126 The Committee discussed with witnesses the establishment of a scientific research committee to assist in the ongoing review and management of forest research programs on climate change, biodiversity and threatened species—development of the research program, policy and priorities, membership of the committee and expected timing of appointments.
 

5.127 The Committee inquired about the content of the research program and was told that once the research committee had been established the parameters regarding the extent of the actual research to be undertaken would be clearly defined.  The Committee also discussed with witnesses the desirability of undertaking research for both exotic and native tree specimens.  The General Manager of the Arboretum commented:
I think that once the research group has been established the parameters of the extent of the actual research that is going to be undertaken would be clearly defined. Obviously, from the arboretum’s perspective, doing research on our native trees is preferred. There will also be research on other plants in terms of how they are coping in the Southern Hemisphere and how their growth rates might compare with those coming from similar environments in the Northern Hemisphere. So there is some credit in undertaking research for both exotic and native tree specimens. But you are correct: it would most definitely be most desirable to look at our native species first.
 

5.128 The Committee was interested in the number of forests that are native to either Australia or the latitude of Canberra—35° 18'S.
  The Committee was informed that:
There are currently 33 species of Australian trees planted in forest at the National Arboretum (Arboretum), of which eight are regarded as nationally threatened.  They are planted as either a forest with one or two species or with multiple species.  Further individual plantings of Australian species have been made in the Arboretum’s Central valley by dignitaries.
   
5.129  The Committee is of the view that the priority for the review and management of forest research programs on climate change, biodiversity and threatened species to be overseen by the scientific committee should consider, in the first instance, focusing on native species. 
The Committee recommends that, once established, the National Arboretum’s Scientific Research Committee should consider, in the first instance, prioritising the review and management of forest research programs on climate change, biodiversity and threatened species as it relates to native flora or species.       

Other matters
5.130  Other matters discussed by the Committee included:

· preparations the Arboretum undertakes each year for fire safety and mitigation
;
· administrative arrangements—explanation/rationale for responsibility falling within the Chief Minister’s portfolio
; 

· Voices in the Forest annual concert held in the amphitheatre—listed as a highlight for 2012–13, fees and charges for private functions and events held at the Arboretum are set in accordance with the hirer’s own policies.  The Committee discussed with witnesses the circumstance of mobility access patrons having to pay more than a standard adult ticket to attend the Voices in the Forest event
; 
· future directions—education programs for primary, secondary and tertiary students.  Plans to engage directly with schools across Australia as the Arboretum is promoted as a national destination centre, design of education programs to be aligned with the National Curriculum
; and 

· implementation of the final stages of the irrigation master plan—up to stage three—a bore has been tapped on site.  The Arboretum has paid a licence fee of $148.50
 for the bore and a range of additional costs are incurred per litre of water removed from the bore.
  As to the estimated cost of water extraction and licensing for the bore as part of the irrigation master plan at the Arboretum, the Committee was told this was:
...expected to be $0.035m.

It includes:
· Bore work licence fee, fee for construction of the bore—$148.50.

· Licence to Take Water application fee—$148.50.

· Annual administration fee for Licence to Take Water—$384.30/per annum.

· The fee for issue of Water Access Entitlement (WAE)—$671.40/ML.

· ACT Water Abstraction Charge (WAC)—$0.25/KL of water taken—up to a maximum potential cost for water abstraction of $34,091.80.
    
Economic Development portfolio
5.131 The Committee heard from the Minister for Economic Development on Thursday 19 December 2013 to discuss parts of the 2012–13 EDD’s annual report relating to the economic development portfolio (including EDD corporate management and governance) and the annual report of the Exhibition Park Corporation.
Economic Development Directorate

Research papers

5.132 The Committee discussed the purpose and content of two policy research papers prepared as part of the Directorate’s accountability indicators.  Each paper detailed specific aspects of the ACT economy—(i) Overview of Employment by industry in the ACT over the past 20 years (not published); and (ii) Economic Diversification in the ACT—this paper examined the ACT economy at a macroeconomic level and by industry sector exploring the compositional changes and growth rates over the past twenty years (published).

5.133 The Committee sought an explanation for why only one of the papers was available on the Directorate’s website and the following discussion ensued: 
Ms Gilding: We did two research papers as part of our accountability indicators. The first one was about employment in the ACT. It looked at our key sectors. But we actually felt we could go further than that, so we did a second research paper around economic diversification in the ACT, which covered off on a lot of that information in the first paper. That one is actually published and is on our website. I guess there is just that extra layer of administration in terms of getting a paper ready for publication and actually up on a website. 

THE CHAIR: So why the second and not the first? 

Ms Gilding: Sorry? 

THE CHAIR: Why is the second published but not the first? 

Ms Gilding: The second built on the first. The second paper built on the first paper and covers much of the detail in the first paper. It was felt it was really only worth while publishing the second one.
 

5.134 The Committee was informed that the research papers were prepared in-house with an allocated resourcing of a Senior Officer Grade A (SOGA) and Senior Officer Grade C (SOGC).

Business development strategy
5.135 The Committee discussed the Growth, Diversification and Jobs: A Business Development Strategy for the ACT.  The Strategy launched on 30 April 2012 was accompanied by $5 million in new funding over the 2011–12 Budget outyears.  Three strategic imperatives or goals underpin the Strategy—creating the right business environment, supporting business investment, and accelerating business innovation—against which 26 initiatives have been prioritised.
 
5.136 The Committee was interested in the elements underpinning the Strategy that will drive job growth and diversification of the local economy.  The Minster elaborated:
There are a number of different elements within the business development strategy that go to enhance economic development and growth of the local economy. They include but are not limited to taxation reform, work in relation to red tape reduction, opportunities to pursue digital and IT capability. The government is a procurer of goods and services. So there has been a change in relation to our procurement policies to put a weighting on local content and local partners, local firms, in delivering particular outcomes for government through the procurement process. 

We have also had an emphasis on deregulation in a number of areas and a desire to step up engagement with the business community in relation to obstacles to further jobs growth, further economic growth. And we have been working through a range of those issues and concerns methodically. Not everything can be fixed immediately, and not everything is clear cut. There are often reasons for regulation or for particular policy settings. 

[The Minister then continued...]
We will continue to seek to facilitate new investment in the territory. That would be the focus recently with the launch of invest Canberra, but we have resourced an investment facilitation capability for the territory that we have not previously had at that capacity. And I think there is a renewed vigour around public-private partnerships, particularly with the launch today of the new PPP framework.
 

5.137 The Committee notes that a convention centre, and the events it hosts, can be a key contributor to enhancing economic development and growth in a local economy.  Convention centres can generate significant economic benefits beyond those attributed to the tourism sector—such as hotel occupancy and destination centre promotion.
  As instruments for economic development, convention centres have the potential to shape and advance a region’s economic development strategies by:
· Attracting international events that relate directly to areas of government economic priorities

· Creating forums for interactions between global investors and local businesses in a variety of areas

· Drawing business and professional visitors, creating destination exposure among a much more mobile, affluent and decision-making group not otherwise likely to visit

· Attracting top professionals in any given field, which delivers global expertise into the host community where it is available to enhance local professional development and expertise

· Creating extensive opportunities for the exposure of local business, investment, research, and cultural products to a global audience

· Advancing international co-operation and understanding by creating forums for high level exchanges and helping build relationships through direct, personal contact among participants.

5.138 The concept of a new convention centre in Canberra has been canvassed for a number of years and has received broad support from the Canberra business community
 on the basis of its potential to generate significant economic benefit for the ACT and surrounding region.
5.139 In addition to discussing the concept during its inquiry, the Committee notes that it also sought information on the matter as part of its inquiry into 2011–12 annual reports.  In its report for that inquiry, the Committee recommended:

 ...the responsible Minister should update the Assembly on its progress in its negotiations with the Federal Government and co-investment initiatives for a new convention centre.

5.140 In response, the Government noted the recommendation and advised:

The City to the Lake Project proposed a site for a new Convention Centre (the Australia Forum) on the south western quadrant of City Hill.  The draft City Plan identifies an alternate site near the lake.  The Economic Development Directorate has established a working group with Canberra Convention Bureau and Canberra Business Council to progress the Australia Forum to investment ready status.  Information will be provided to the Assembly once the site is identified and the project has reached investment ready.
  
The Committee notes the broad support for a new convention centre from the Canberra business community, and recommends that the ACT Government continue to take measures to realise this project. 

5.141 The Committee acknowledges that a significant underlying feature of the ACT economy is its vulnerability to Commonwealth fiscal consolidation.  Fiscal consolidation in this regard weighs on economic growth and its impact can be minimised through targeted strategies to promote diversification of the ACT economy.

5.142 The ACT economy remains vulnerable to Commonwealth fiscal consolidation.  For example, private sector employment accounted for 60 per cent of total employment in 2001 and was at 49 per cent in 2013 according to the Australian Bureau of Statistics Monthly Labour force survey.

The Committee recommends that the ACT Government continue to diversify the ACT economy and grow the private sector in the ACT.   
Government contracting—Select and Single select tenders
5.143 The Committee inquired about procurement processes on the basis that the percentage of select and single select tenders accounted for approximately 50 per cent of all contracts let during the reporting period.  The Committee discussed the circumstances under which the Directorate awarded contracts through a single select process, with specific reference to the following contracts 
:
· Relocations-Made-Easy Pty Ltd—two contracts ($21,725 and $9,952) were awarded during the reporting period.  The Committee was told that this was the only firm providing an on-line discovery system for skilled migrants to identify suburbs that might be suitable for relocation in Australia.  The Committee was interested to know how the Directorate had sourced this service provider and the Minister stated:

I have been advised by the Economic Development Directorate that contact with Relocations-Made-Easy was likely to have been made through earlier attendance at a Migration Institute of Australia Conference.

· KMPG—for the ACT Skilled and Business Migration Program Review ($52,970) on the basis that KPMG had good in-depth knowledge of the skilled migration program and was able to provide occupation listing methodology and skills audits on a yearly basis.
· Oneworld Services Pty Ltd—for Services Centre for Exporting Government Solutions Facilitator and Export Mentor ($72,727).
· SGS Economics and Planning Pty Ltd—for the preparation of an economic paper on investment opportunities in the ACT ($112,575).  The Committee queried whether this was the only firm that could prepare an economic paper on investment opportunities and was told:

The contract in question was approved under a single select process in accordance with ACT Government procurement guidelines and in consultation with Shared Services procurement. The key issues influencing the decision were:
· The contractor had successfully and recently undertaken ICT project management for a similar CRM and website build project in the Directorate.
· Their detailed understanding of Economic Development Directorate’s operational environment and governance requirements were deemed to underpin the project success.

· GDP Global Development Ltd—for development and delivery of an investment Promotion Agency (IPA) strategy, and associated consultation with and training delivery to selected ACT Government executives ($96,000).
· Projects Assured—for project management consultancy for website development and customer relationship management system ($22,457)—confirmation that this contract was approved under a select request for quotation in accordance with ACT Government procurement guidelines.

5.144 In addition, the Committee also sought clarification as to whether any Directorate contracts had been awarded to ex-Directorate employees—in particular, former staff from BusinessACT.
  The Committee was advised: 
In 2012-13 no contracts were awarded to ex-BusinessACT staff. I am informed by the Economic Development Directorate, however, that, although there is no record kept of the employees of contracted companies or of any past connections those employees may have had with BusinessACT, the Directorate is aware of two contracted companies that employ ex-BusinessACT staff.

5.145 Further discussion on the use of single and single select tenders is set out under chapter four. 
Other matters
5.146 Other matters discussed by the Committee included:
· explanation for increase in directorate total expenditure from $101 million to $155 million, as being attributable, in the main, to asset transfers of $44 million to other directorates—TAMSD and ACTEW
;
· Trade Connect program and grants—reconciliation of the rationale for the difference between original (12) and actual (39) targets for  2012–13, travelling expenses for trade connect programs, breakdown of percentage of grants allocated for mission and non-mission related activities
;
· the rollout of the National Broadband Network (NBN) in Canberra
;
· Red Tape Reduction—panel, work program, focus and initiatives, red tape reduction feedback mechanism and website launched in January 2013—update on red tape items identified via the website and through industry consultation
; and
· support for Indigenous business in the ACT—development of initiatives through existing business programs as well as some targeted Indigenous-specific programs and collaborative work taking place with the Aboriginal and Torres Strait Islander Elected Body to assist with developing some of these initiatives 
.
Exhibition Park Corporation

EPIC's master plan

5.147 The Committee discussed the expected timeframe for finalisation of the Exhibition Park in Canberra (EPIC) master plan— the strategic management plan and land use master plan and sought clarification as to when more detailed documents would be available.  The Committee was told that given the proposed relocation of the three racing codes to the exhibition park precinct, the EPIC Board had:
...determined that whilst the review of the proposed relocation of the three codes, which also includes the venue, is being undertaken, it was a more sensible approach to wait until the outcome of that, so that we do not spend money that we really should not have to spend at that stage.
 

5.148 The Committee inquired to what extent EPIC had been involved in the proposed relocation work.  The General Manager advised:
Yes, the corporation has had involvement in the proposed relocation. It has been discussing our footprint. It is very early days, of course, for us, but certainly there has been involvement.
 

5.149 The Committee also sought clarification as to which Minister had primary carriage of the proposed relocation work.  The Minister for Economic Development told the Committee that:
Minister Burch is leading the co-location work. But in relation to the broader questions around land use, that also has implications in relation to the capital metro project. The cabinet subcommittee that is working on that also has input in this area. Through the other parts of Economic Development and as Treasurer, clearly, I have an interest in some of the outcomes of all of that work. So we will seek input from the various areas of government that I have ministerial responsibility for, feeding into the whole-of-government process. Once all of that is complete, we will make some decisions.

5.150 Subsequent to the hearing, the Government announced that it had signed a Memorandum of Understanding (MoU) with the Canberra Racing Club, the Canberra Harness Racing Club and the Canberra Greyhound Racing Club setting out the strategic agenda for the local racing industry over the next four years.
  A key aspect of the MoU is the investigation of the proposal for co-administration and co-location of the three racing codes.  At the time of  announcing the MoU, the Minister for Racing and Gaming stated: 
...the MoU represents a strengthened resolve from the Government and the racing clubs to work together on major initiatives such as the proposal to co-locate the three codes, which is the subject of a feasibility study funded in the 2013-14 Budget.

5.151 The Committee was further told that the tri-code racing facility report was expected to be finalised by the end of the financial year—30 June 2014.
  In response to a previous recommendation
 of the Committee concerning developments in relation to the co-location of the three racing codes, the Government advised:
Co-administration and co-location opportunities will be investigated by the Government and local racing codes as part of a feasibility study announced in the 2013–14 Budget.  Information will be provided to the Assembly once the feasibility study is completed.
  
The Committee recommends that the report of the feasibility study into the co-administration and co-location of the three racing codes—Canberra Racing Club, Canberra Harness Racing Club and the Canberra Greyhound Racing Club—be tabled in the ACT Legislative Assembly.
The Committee recommends that should the availability of the feasibility study into the co-administration and co-location of the three racing codes—Canberra Racing Club, Canberra Harness Racing Club and the Canberra Greyhound Racing Club—be delayed beyond the last sitting day in June 2014, the Minister for Racing and Gaming should make a statement informing the ACT Legislative Assembly providing an explanation for the delay.      
Low-cost Tourist accommodation on block 799

5.152 As part of its efforts to develop additional revenue streams, EPIC has been working to establish low-cost tourist accommodation on block 799 for several years.

5.153 The Committee notes that delays to progressing this initiative had been created by the environmental assessment process under the Environment Protection and Biodiversity Conservation Act 1999 (Cwth)—the EPBC Act.
  The Committee was pleased to hear that the proposed development has finally received its environmental clearance under the EPBC Act.  The Director-General stated: 

I just think that the good news about this development is that we have finally got our environmental clearances through the commonwealth, the EPBC. It has taken several years. I think I have been reporting it has been caught up in that whole Gungahlin assessment through the EPBC. It means that we are not constrained; we can actually get cracking. We have lodged DAs to do the infrastructure that is required now that we have those clearances. We are actually running those in tandem and working with FreeSpirit so that we can undertake some of the capital works that are required as they develop their site as well. So it will all be finished together.

If I could also add that the third stage is a hotel-motel, which will also meet the demand of more visitors coming to Canberra. It certainly will assist.

And add to the supply side capacity.

5.154 The Committee heard that EPIC was working closely with the preferred tenderer—FreeSpirit to finalise documentation in preparation for the development application approval.  FreeSpirit is hoping to commence operations early 2015.  Dormitory-style accommodation, with capacity for 400 children, targeting school visitors and sporting groups coming to the ACT is planned.  In addition, other low cost accommodation options will also include approximately 200 cabins and caravan sites.
 

Other matters
5.155 Other matters discussed by the Committee included:

· EPIC as a multipurpose venue—refurbishment of the conference centre and changes to the shopfront to ensure wheelchair accessibility
;
· examples of continuous improvement with respect to environmentally sustainable measures—installation of a rainwater tank farm with a capacity of 4.3 megalitres of non-potable water which is used to irrigate the grounds—over 70 hectares; and in conjunction with Environment ACT encouraging event organisers to be more proactive in recycling at their particular events.
 

Racing and Gaming portfolio

5.156 The Committee heard from the Minister for Racing and Gaming on Monday 4 November 2013 to discuss the 2012–13 annual report of the EDD relating to racing and gaming policy and the annual report of the ACT Gambling and Racing Commission.
ACT Gambling and Racing Commission
Gambling venues—ownership regimes
5.157 The Committee inquired about the difference in ownership regimes between Casino Canberra and community clubs.
  The Minister explained:

The community clubs have grown out of the community. To participate in club activities you need to be a member of the club. They are not-for-profits. Any excess cash—rather than call it “profit”—is reinvested into activities and amenities for the benefit of the members.

The casino is owned, as I understand it, predominantly by companies that are offshore or based overseas. That is their arrangement. Their income, their cash flow, is for a full profit for a company. That is very much different from the arrangements we have in place here in the ACT.

5.158 The Minister also informed the Committee that community clubs contribute a minimum of eight per cent equal to $12 million per annum in community contributions and support. The Casino contributed $50,000 per annum to the Harm Minimisation Arrangement which provided amenity and activity to support people experiencing difficulties with gambling.

Community-Based Gaming model

5.159 The Committee also discussed the policy rationale underpinning the Territory’s community-based gaming model in the context of the prohibition on operating gaming machines in the Casino Control Act 2006 and recent publicity about the viability of Canberra Casino.
  As to whether the Government had a policy on the viability of the Casino, the following discussion ensued:
Ms Burch: In what sense? It is a casino; it has a licence to operate. It has certain conditions under that licence. It does not include, and never has included, gaming machines.

THE CHAIR: Does the government have a policy that it is desirable to have a casino in the ACT? Does it care if the casino goes broke?

Ms Burch: I do not think the government would want to see any industry or business in the ACT go broke...

THE CHAIR: There were reports last week that staff were being laid off at the casino and that hours were being cut back. What will the government do to assist the casino to re-extend its hours and re-employ those staff?

Ms Burch: I think they are business decisions to be made. The only recent financial arrangement was through the sale of some land, and that provided a cash injection to the casino.

THE CHAIR: What is the government’s reasoning in not allowing the casino to have gaming machines?

Ms Burch: It is the Labor government’s policy—and I understood it was the Liberal government’s policy as well—that poker machines, gaming machines, will be held by the community club model...

[The discussion then continued...]
THE CHAIR: They are clearly finding things tough given the economic circumstances. They are letting staff go and cutting back hours. What discussions have the government had and what offers of assistance have they made to the casino?

Ms Burch: The discussions I have had with them were around them being keen on resolving the block of land, which was done through EDD. That provided them a cash injection. There are also, I think, ongoing discussions with the commission about appropriate red tape reduction and some policy simplification methods that reduce some of the burdens. That is the whole process and the plank behind red tape reduction.

They have regularly approached me around gaming machines, as they no doubt regularly approached you and yours when you were in government. It has always been the position that gaming machines in the ACT sit within a community club model. That was the provision of their licence from the get-go.

5.160 The Committee appreciates that the Territory currently has a community-based gaming model which has been a long standing policy of the ACT Government.  The Committee also notes that the ACT Taxation Review reported that the Casino was prepared to pay the Government a licence fee of $10 million dollars and 30 per cent tax of gross gaming machine revenue (GGMR) from the electronic gaming machines to operate 200 class-C machines.

5.161 The ultimate barrier to allowing Casino Canberra to operate gaming machines is a policy decision on the part of the Government that the best way to provide a return to the community from gaming machines is via the direct social contribution of clubs, rather than through taxation and redistribution by the Government.  The Government collects approximately $2 million per annum in gaming tax from the table games the casino operates.
  

Gambling Research programs

5.162 Section 6(2)(c) of the Gambling and Racing Control Act 1999 includes among the functions of the Gambling and Racing Commission ‘monitoring and researching the social effects of gambling and of problem gambling’. The Gambling and Racing Commission’s annual report notes that it fulfils this function through:

…a range of activities and strategies including the sponsoring and funding of research projects through the Centre for Gambling Research at the Australian National University (ANU) as well as contributing to national research projects through Gambling Research Australia.
In addition, the Commission monitors research projects published by other Australian jurisdictions as well as international publications particularly in Canada, America, Europe and the UK.

5.163 The Committee was interested in the nature of the formal relationship between the Commission and the ANU’s Centre for Gambling Research, in particular, how research topics were determined.
  The Committee was told:
· That the Commission’s relationship with the Centre for Gambling Research at the ANU had been in place for close to 10 years.
· The research relationship had been established via a fund mechanism with the Commission contributing $1.1 million, which was subsequently matched by the ANU.  In practical terms, the arrangement takes the form of an endowment fund.  The amount funds the research chair, or a primary research operator, within the University.
· The Commission has a deed of arrangement with the ANU that provides for a project by project fund or arrangement—with the Commission determining with the ANU, via a steering committee, which projects will be designed each year.  The Commission invests between $180,000 to $200,000 per year in specific projects.  As to the number of projects—if the proposed project is relatively large there may only be a single project for the year, at other times there may be two projects per year. 
· In the context of the deed of arrangement—as to determining the nature of research topics—the Commission’s annual program of problem gambling assistance research focuses on informing the Commission and the ANU about where the Territory needs to increase its baseline data on problem gambling and, in particular, the profile of gamblers within the ACT.  The importance of this baseline data is to permit, firstly, comparisons to be made with other Australian jurisdictions and, secondly, to target assistance programs, in particular counselling services, to meet those needs.

5.164 The Centre for Gambling Research finalised one research project during the 2012–13 reporting period.  The Project—Beliefs and Knowledge About Gambling Amongst High-intensity Players of Gaming Machines—considered the signs and symptoms of problem gambling amongst people who gamble and their attitudes to other gamblers.  Two research projects—Stigma and Help-seeking for Gambling Problems and Expenditure on Gambling Activities—were commenced during the 2012–13 reporting period and are expected to be completed during 2013–14.
  
5.165 As to the focus of the Stigma and Help-seeking for Gambling Problems research project, the Chief Executive of the Commission explained:
That research project was particularly important because what we know from previous research is that the stigma associated with people that have a problem gambling issue is a lot higher for gambling than it is for alcohol, drugs and other areas, which is quite surprising. We wanted to explore the area of stigma a lot more, because it is clearly going to assist us to target our assistance and our educational programs, in trying to get an increase in early intervention, on the people that are having difficulty with controlling their gambling activity. 
…because the level of stigma for problem gamblers is so strong, you need to be extremely careful in how you target your educational programs. As an example, around Australia at the moment, most assistance programs or educational programs use the words “gamble responsibly”. You have probably all seen it on TV, in ads and things like that. This research is indicating that what it does is increase the pressure on the person that may not be gambling quite so responsibly, and actually may increase stigma, which makes it worse for them to approach a counselling session.

Other matters

5.166 Other matters discussed by the Committee included:
· KPIs for the ACT Gambling Support Service operated by Mission Australia—measurement of the effectiveness of problem gambling support services and programs through contract management
; 
· red tape reduction in the area of gambling regulation
; 
· gaming machine regulation—licence cancellations; applications to relocate gaming machines; and breaches under the Gaming Machine Act 2004
; 
· MoU with ClubsACT
; 
· ClubsACT establishment of a women in clubs network
; 
· casino regulation—compliance audits of Canberra Casino
; and

· online betting on amateur sports in the ACT by companies based interstate or overseas
 .
Regional Development portfolio

5.167 The Committee heard from the Minister for Regional Development on 2 December 2013 to discuss the relevant parts of the CMTD’s 2012–13 annual report relating to regional development.  In the course of the hearing, the Committee’s discussion with the Minister and witnesses included:

· implementation of the ACT–NSW Memorandum of Understanding (MoU) for Regional Collaboration—priorities under the MoU, in particular—the Great Capital Region Initiative and the Regional Land Use and Infrastructure Framework, drivers blocking efficient service delivery to communities and regional economic opportunities identified and actioned since signing the MoU
; and
· the new Commonwealth Government’s commitment to strengthening regional communities
. 

Tourism and events portfolio (tourism policy and programs)

5.168 The Committee heard from the Minister for Tourism and Events on 19 December 2013 to discuss the relevant parts of the EDD’s 2012–13 annual report relating to tourism policy and programs (including Australian Capital Tourism).

Brand Canberra campaign—"CBR"
5.169 The Committee discussed with the Minister and officials the newly launched Brand Canberra—CBR— campaign.  The Committee was interested in the concept that the brand campaign was primarily the development of a brand for the city as opposed to a tourism campaign per se.       
5.170 The Minister informed the Committee that there were two phases for the brand campaign—a development and activation phase.  The Committee sought information on the breakdown of the $2.8 million allocated to the campaign across the development and activation phases.
  
5.171 The Committee inquired as to the nature of the procurement process used to select the consultant companies to develop the Campaign and was told:

At all times, we ran our procurement processes in accordance with the requirements that are stipulated for us to follow. The companies that we made our selections from were prequalified under the panel system that is in place. Effectively, these companies had demonstrated their bona fides and then entered a competitive process upon which a selection was made, recommended to a delegate and approval taken place. 

To extend on that, I do not think that there would be any doubt that the companies that have been involved—and there have been a number of companies; there have been two lead contractors involved in this who have each had support from organisations, companies, with specific expertise to support those areas where they do not have, I suppose, the required expertise—and that we have dealt with have provided very thorough work as part of this project.
 

5.172 Other matters
 discussed by the Committee in relation to the brand campaign included:
· consultant companies engaged to develop the campaign—examples of campaigns these companies had developed for other jurisdictions in terms of brand campaigns;
· optimising search engines to ensure that "CBR" recognition equals Canberra; and

· explanation for why the new brand campaign logo had not been placed on the tourism strategy launched early December 2013.
Visitor statistics and economic benefits 

5.173 As to current visitor statistics for the Territory, the Committee was informed that:
The latest national visitor survey statistics show that we attracted almost 2.1 million domestic overnight visitors to the ACT for the September year ended. Average length of stay, I think, was up from 2.8 to 2.9, which is a relatively small incremental growth but, nonetheless, important. And the growth of the value of tourism was up to about $1.6 billion and 16,000 Canberrans full-time equivalents are employed. So the role of the visitors centre is really about dispersal and sharing knowledge of what there is to see and do when people are in destination.
 

5.174 The Committee was interested in the methodology used to determine the actual economic impact or benefit from visitor number statistics derived from national visitor surveys. Regarding the metrics used, the Committee was advised:
There are a range of metrics that we use. We have a door counter for the actual number of people that go through the visitors centre. We run a program called book easy, which is for accommodation booking, so that when you book through the visitors centre you can track that electronically or over the phone calls. We run surveys of visitors coming through the centre, and that is why you will see a satisfaction level there of about 95 per cent. So we physically survey a number of people that come through the centre each year. 

The economic value is really derived from the national visitor's survey, which is independently collected by Tourism Research Australia, which is a federally funded department. They measure the economic value of tourism in every jurisdiction in this country as well as domestic and international visitor arrivals.

International air services to Canberra

5.175  The Committee sought an update on progress regarding attracting international flights to the ACT and was told that  in partnership with the Capital Airport Group, discussions had taken place most recently with Singapore Airlines.  The Government, again in partnership with the Capital Airport Group, is also in discussions with other potential airlines including, but not limited, to Qantas, Virgin, Jetstar and Emirates.
  
5.176 The Committee inquired about the commercial proposition on the offer to prospective airlines and was advised:
As you have seen in the budget, we have put $500,000 on the table this fiscal year and have commitments into the forward years that we will budget for should an airline take up the opportunity. We have also, through Mr Hill’s team at Visit Canberra, explored a range of other opportunities in terms of leveraging our existing resources; and, in the context of our discussions with the airport and with other players in the tourism sector, we have been able to bring together a variety of financial and in-kind supports to put together a package for the airlines.
 

5.177 The Committee was interested in the challenges of developing and attracting international air services to Canberra  and was told: 

The challenges really are around the total capacity in the aviation market into Australia. There are questions around whether the airlines are flying to the right ports within the country at the moment, and clearly there are some well-documented challenges confronting Qantas that have had a fairly significant level of public discussion. 

You would also have to say that the question of the variety of different owners and interests, and some of the restrictions that apply in other parts of Australia or internationally in terms of access to particular countries, has an impacting factor on decisions to fly here. Airlines are making big decisions around where to strategically locate significant capital investments. Large aircraft are not cheap, so they have to maximise their return. But there are also a range of regulatory restrictions that impact on their capacity to fly particular routes. All of that is in the mix when you are talking to an international network planner who has more than just the interests of one particular destination at heart.

Other matters
5.178 Other matters discussed by the Committee included:

· the Human Brochure project—a successful social media campaign to promote and advertise Canberra and its special events and programs.  Over 30,000 Australians applied to be part of the first Human Brochure project—500 humans were selected to visit Canberra over a weekend where their target experiences would be matched with their preferences across four sectors—arts and culture, family fun, nature based and food and wine.
  It attracted a significant number of followers who also shared their experiences and photos
 via this social media channel.  The Human Brochure project subsequently won the gold medal in the Destination Marketing category of the 2013 Qantas Australia Tourism Awards (announced 7 February 2014)
;  

· evaluation of the long-term benefits and effectiveness of the Canberra Centenary—scope, scale and reporting dates
;
· maximising tourism opportunities and other benefits from ACT and national sporting teams and key events on the sporting calendar—British Lions tour, PM’s one-day cricket event, AFL, Rugby and NRL
; and
· methodology for capturing information on the benefits of the Territory’s investments in national league teams, such as the Brumbies, the Raiders and GWS Giants—to give more robust data about the direct economic impact—visitation, quality of experience—but also to better inform how to best leverage associated marketing, for example, through signage placement
.
Treasury portfolio

5.179 The Committee heard from the Treasurer on Tuesday 3 December and Friday 13 December  2013 to discuss the performance of the treasury portfolio, directorate related functions, authorities and territory-owned corporations.
5.180 On 3 December 2013, the Treasurer appeared before the Committee with officials from the CMTD, CWD, ACTEW Corporation Limited and the Independent Commission for Regulatory Competition (ICRC).  The Committee examined the 2012–13 annual reports of the CMTD relating to the treasury portfolio, Treasury Directorate—1 July 2012 to 9 November 2012, ACTEW Corporation and the ICRC.  
5.181 On 13 December 2013, the Treasurer again appeared before the Committee with officials from the CMTD, CWD, ACTTAB Limited and the ACT Insurance Authority.  The Committee examined the 2012–13 annual reports of the CMTD relating to the treasury portfolio, Treasury Directorate—1 July 2012 to 9 November 2012, CWD, ACT Insurance Authority, ACTTAB Limited and annexed reports of the ACT Government Procurement Board and Director of Territory Records.
Chief Minister and Treasury Directorate (CMTD)

Community engagement—Budget consultation process
5.182 The Committee was interested in the Directorate’s success with enhancing the level of community engagement in the annual budget consultation process.  The Committee notes that the annual budget consultation process provides an important opportunity for the community to submit their views on the Government’s revenue and resource allocation priorities.
5.183 In relation to the 2013–14 Budget consultation process—the process was launched on 18 December 2012, with formal invitations sent to over 250 community and business organisations, individual Canberrans, and other interested stakeholders to submit their views on the Government’s revenue and resource allocation priorities for 2013–14.  In total, 104 submissions were listed on the Budget Consultation website by the conclusion of the 2013–14 process.  These submissions were also provided to Government for consideration during 2013–14 Budget planning processes.
  In relation to the 2014–15 Budget consultation process, as at 3 December 2013, 75 submissions had been received conveying views on the Government’s revenue and resource allocation priorities for the forthcoming budget.

Lease Variation Charge (LVC)

5.184 The Committee discussed at length with the Treasurer, the Lease Variation Charge (LVC).  The LVC replaced the previous Change of Use Charge (CUC).  The Planning and Development (Lease Variation Charges) Amendment Bill 2011 replaced the former CUC regime on the basis of achieving increased ‘transparency and efficiency'.  The amendments (which commenced 1 July 2011) as contained in the Bill introduced two types of ‘chargeable variations’ to a crown lease that trigger a LVC—these are: (i) prescribed chargeable variations (the codified regime); and (ii) section 277 chargeable variations (the valuation regime).

5.185 Principally, the LVC is a method of taxing property gains when land is rezoned for development.  The Treasurer elaborated:
Can I use today as an opportunity to be very clear that the principles of the LVC are sound? I get asked this question, I think, every time I appear, “Will you be abolishing the LVC?” No, we will not. So if anyone in the media or otherwise is listening and is looking today for a signal from government that the LVC is being abandoned, no, it will not be. And I will say that again and again. The principles behind the charge are very sound. You should not be passing over the opportunity to share some of the windfall gains of development uplift with the community. 

[The Treasurer went on to say...]
...The LVC in principle is almost the most perfect tax that could be designed.
 

5.186 The Committee discussed matters related to revisions of the forward revenue estimates arising from LVC payments, the impact of broader economic conditions, time lag for receipt of LVC payments, and, in the short to medium term, the availability and variety of development sites.
  
5.187 The Committee noted that the net revenue raised by the LVC had not met revenue forecasts and queried the flow on effect this might have for projects under the Urban Improvement Fund.  The Treasurer clarified that identified projects under the Fund were allocated on the basis of revenue collected from the LVC in the previous fiscal year.
  As to whether the Government had not delivered on its promise to fund projects under the Fund, given revised revenue forecasts, the following discussion ensued:
THE CHAIR: The lease variation tax was sold on the back of a statement that it would fund the urban improvement program. Has it funded the urban improvement program? 

Mr Barr: Yes, it has. Let me explain this. 

THE CHAIR: Has the urban improvement program had supplementation from the budget? 

Mr Barr: We announced a series of projects and we funded them. What we do is collect the revenue. So this fiscal year we will collect a level of revenue, and then next year we will allocate the amount we have collected. 

THE CHAIR: You promised $25 million over four years, which is $100 million, in the urban improvement fund. Has that been achieved? Is it on target? 

Mr Barr: No, we did not. We promised that every cent that we collected in lease variation charge would be spent on urban improvement. And we have done that. 

[The discussion continued...]
Mr Barr: ...we have allocated every cent that we have collected on the lease variation charge to the urban improvement program. 

THE CHAIR: So how much has been spent from the urban improvement fund? 

Mr Barr: I will need to get that figure. We outlined a series of projects in the last budget. As I say, once we have collected the revenue in the previous fiscal year, we know how much we have to allocate to the urban improvement fund for the future financial year. So we do not spend money that we have not collected. 

THE CHAIR: So every cent in the urban improvement fund has come from the lease variation charge? 

Mr Barr: Yes, that is correct.
 

5.188 At the time of the introduction of the LVC, the Committee notes that the Government committed to monitoring its progress and acceptance by industry.  On the basis of revised expectations concerning revenue forecasts across a number of quarters, the Committee is of the view that the effectiveness of the LVC should be reviewed—in particular, its estimated and actual revenue returns, impact on development, housing affordability and funding upgrades to Canberra's urban amenities.   
5.189 Subsequent to the hearing, according to various media sources, the Government has now announced a review of the LVC as part of an examination of options to encourage construction activity and investment in the Territory.  The review will inform the development of an economic stimulus package expected to be announced by the end of February 2014.
  The Government announced its economic stimulus package for the ACT building and construction industry on 6 March 2014.  The Package, amongst other measures, encompasses changes to the LVC that includes:
…all codified LVC fee and remissions schedules being frozen at the current rate and remission level for the next 2 years.

For non-codified variations, the remission rate will be increased from 25% to 50% for the next 2 years.

A further 25% remission is available for developers who incorporate high standards of sustainable design and adaptable housing into their projects.

The new remissions will apply to all eligible cases assessed after the date of announcement up until 6 March 2016.

The Committee recommends that the ACT Government’s review of the Lease Variation Charge include: the effectiveness of the objectives of the Charge—in particular, its estimated and actual revenue returns, impact on development, housing affordability and funding upgrades to Canberra’s urban amenities as part of the Urban Improvement Fund. 
Other matters
5.190 Other matters discussed by the Committee included:

· rationale for amalgamation of the Treasury Directorate into the Chief Minister and Cabinet Directorate on 10 November 2012 to form two new entities—the CMTD and the CWD 
; 
· enhancement of the expenditure review function via the creation of the newly formed Expenditure Review Division (July 2013)—focusing on active expenditure reviews commissioned and funded in the 2013–14 Budget for: Parks and City Services; Emergency Services Agency; ACTION; Corrective Services; and a review across government of human resource and finance functions in directorates
; 

· priorities for government in the current fiscal year originating in the 2012–13 reporting period—national agreements on education funding and the National Disability Insurance Scheme
; 

· release of the Government’s strategic service planning framework in June 2012—status on improvements to budget processes and financial reporting—in particular, formats for presentation of the ACT Budget for different types of stakeholders, comparability of new data series across previous years, improvements to readability and functionality of the budget papers, and consideration of a digital first policy across government
; 

· feasibility of the Government’s objective to achieve a net operating surplus (Strategic Objective No. 5)—as per the Plan in the 2013–14 Budget to return the Budget to balance in 2015–16 and maintain this in 2016–17, and impact of the Commonwealth bringing forward payments on revenue forecast and reporting
; 

· achievement of superannuation investment returns—investment advisory board, structure of investments and classes of investments to pursue
; 

· release of stage two of the Government’s Taxation Reform—update on reaction to release of this stage and tax reform initiatives taking place across other jurisdictions
;
· CMTD single select tender for legal advice in regard to territory borrowings
;
· the Government’s borrowing program to fund its infrastructure priorities and relationship with the Territory’s AAA credit rating
;
· maintenance of the Territory’s AAA credit rating
;
· ACT Compulsory Third Party (CTP) Insurance Scheme—changes in the CTP market in the ACT—approval of CTP motor vehicle insurer licences for GIO, AAMI and the Australian Pensioners’ Insurance Agency—variety of insurance products on offer include multi-policy discounts and rewards for good driving behaviour together with innovation in the context of claims management and processing
;
· the Territory Bank Account—changes to the ACT Government Banking contract and responsible banking products
; 

· explanation for investment portfolio’s net performance for the 2012–13 financial year exceeding the performance benchmark—returning 4.9 per cent against a benchmarked return of 3.2 per cent (strategic indicator 1/CMTD strategic objective 8)
;
· implementation of the Government’s Responsible Investment policy—update on action taken to amend current investment arrangements, as needed, to implement the operational requirements of the Policy
; and 

· the Superannuation Provision Account—expectations on earnings post the 2013–14 Budget
. 
ACTEW Corporation Limited

ICRC Regulatory Review and Pricing Determination
5.191 Discussion concerning the ICRC Regulatory Review and Pricing Determination and ACTEW’s application seeking a review by the industry panel on the price direction for regulated water is set out under the ICRC section.
 

Modified Statement of Corporate Intent 2013–14 to 2016–17
5.192 The Committee discussed the release of the modified Statement of Corporate Intent 2013–14 to 2016–17 (October 2013)—due to the Corporation lodging its initial statement without full knowledge of the impact of the ICRC price determination for 2013.  The flow on effect of the price determination is that expenditure levels—operational and capital will be established by the regulatory determination.  As a direct consequence, ACTEW has modified its expenditure to reach the level of expenditure agreed with the ICRC.  The modified statement of corporate intent reflects revised financial statements and forward estimates as a direct consequence of the level of expenditure agreed with the ICRC.

5.193 The modified Statement of Corporate Intent 2013–14 to 2016–17 (October 2013) advises:
The original SCI for 2013-14 to 2016-17 was finalised prior to the release of the Independent Competition and Regulatory Commission’s (ICRC) Final Pricing Determination in late June 2013 in order to meet the ACT Government’s budget timetable and tabled in the Legislative Assembly in August 2013. The timing of the preparation of the SCI also impacted on the availability of estimated information on the share of profit from ActewAGL.
The original forecasts were based upon assumptions made by ACTEW prior to the release of the ICRC’s report. The original SCI noted the likely impact of the report could not be fully determined and the key financial measures in the report were subject to material change once the impact of the ICRC’s report had been determined. It noted ACTEW would provide revised financial forecasts.

The impact of the final pricing report has now been determined and resulted in revised financial budgets and forward estimates. These were approved by the ACTEW Board on 11 September 2013.

The 2012-13 audited financial results and revised share of profit details from ActewAGL have also been included in the revised targets and budgets which are at pages 20 to 27.

Other matters
5.194 Other matters discussed by the Committee included:

· ePayplus online payment system for paying accounts—advantages of ePayplus payments; challenges with administration and system platforms for harmonisation of online utility—gas, water, electricity—payments; and other challenges when consumers are wanting to pay more than previously indicated and the facility crediting the extra amount as opposed to taking it off the payment balance.  As to bringing other utility payments onto ePayplus—the priority for ACTEW is to ensure that its water side payments are in order and thereafter use its influence to bring other utilities on board
;
· business transformation of ACTEW—new organisation structure, the new pricing determination required ACTEW to make some changes to its operations—in particular, on the water supply side
;

· business development opportunities—to be explored by the Business development group with a view to generating non-regulated business opportunities in the region—for example, regional councils looking for assistance and cooperation in the delivery of water and sewerage
;
· water security projects—two major construction projects to address Canberra’s long-term water security needs were effectively completed during the reporting period—(i) the new Cotter Dam—final cost expected to be confirmed towards the end of 2014—at this stage costs remain in terms of a formal line budget of $405 million and anticipated completion cost of $409 million; expectation when the dam will fill—two to three years hydrologist estimate; safety record for the dam construction; and contribution of the cotter dam to providing water security for Canberra over the next decade; and (ii) the Murrumbidgee to Googong Water Transfer Pipeline—delivered on time and under budget—the project final costs were estimated to be $138 million which was $17 million (11%) under budget
; 
· community grants/assistance/sponsorship—ACTEW provides sponsorships, donations and in-kind donations to a variety of events, organisations and activities that benefit local and regional communities. For the 2012–13 reporting period—the program provided three categories of sponsorship: major events (5 major categories within the major events program—cultural, arts, sport, education and community), community support and centenary events
;

· progress on environmental management and ecologically sustainable development initiatives and
; and 

· the ACT Civil and Administrative Review Tribunal (ACAT) decision regarding management of an undetected water leak and ACTEW’s undetected water leak policy
. 

5.195 In its discussions with the Treasurer and the Managing Director, the Committee canvassed a number of elements underpinning or related to ACTEW’s governance framework.  The Committee is aware that governance practice in commercialised government entities, such as territory-owned corporations, is particularly important and demands high levels of public accountability on the basis of their public ownership.

Independent Competition and Regulatory Commission (ICRC)

Application for review by an industry panel
5.196 The Committee discussed with the Senior Commissioner, ACTEW Corporation’s application for review by an industry Panel of the Price Direction of 26 June 2013 for regulated water and sewerage services for the period from 1 July 2013 to 30 June 2019.  The application for review is pursuant to Part 4C of the Independent Competition and Regulatory Commission Act 1997.
 
5.197 The Price Direction for regulated water and sewerage services of 26 June 2013—(commencing 1 July 2013) increased water prices by 5 per cent and reduced sewerage prices by 18 per cent in the 2013–14 financial year.  The ICRC was of the view that:

...the change in ACTEW’s regulatory arrangements established by the June 2013 price direction will allow for greater transparency in the determination of future water and sewage prices in the Territory and better align prices with the efficient cost of providing those services.
  

5.198 The key aspects of ACTEW’s primary concern with the price direction and final report include—the decision to:

· adopt a firm-specific cost of capital

· set the rate of return on equity below the level that the Final report determined should be the lower bound for this parameter, to achieve target price outcomes, and
· adopt a regulatory model under which all key elements of the building block revenue model will be reset every two years.

5.199 The Committee understands that the Treasurer appoints the three member industry panel, reasonable costs for the appeal are borne by the body seeking the review, in this case—ACTEW, the Act does not specify a timeframe for completion of a review pursuant to Part 4C and the process will test the legislation.
  As to finalising appointment of the industry panel, the Treasurer told the Committee:

I appoint a panel. I have not got agreement. There is a massive field of potential candidates to be on a panel. We need to assess that process. Then the people who have the skill sets that are outlined in the act have to be available. As Mr Sullivan indicated, we would anticipate the panel in operation early in 2014. As for the time frame, the act is somewhat open ended in relation to that. So it may be beyond my power to direct a time period. The process will conclude when the process concludes.

5.200 The Committee was interested in the process that follows an application for a review pursuant to Part 4C of the ICRC Act, as per ACTEW’s correspondence dated 26 September 2013, and also sought an update on action to date in response to ACTEW’s correspondence.  The Senior Commissioner stated:

It triggers a process whereby in the first instance the commission handles the application. I think it has already been described to you that the commission reviews the application to make sure it complies with the act. It then sets in train the process for the convening of an industry panel. That involves briefing the Treasurer’s office and the Treasury about the responsibilities under the legislation, putting a notice in the newspapers to advise people that an application has been received and writing letters to all those people in the act who are identified as eligible persons, to advise them that an application has been received and that they, if they wish to appear as a party, need to advise the commission within 14 days of that intention so that their interests can be registered. 

We did all of that. We kept a register of such submissions, and we passed all of that material, together with a detailed brief on the steps we took to discharge our responsibilities, over to the Treasury for on-forwarding to the industry panel when it takes up its responsibilities.
 

5.201 As to action to date—the ICRC advised that it had considered the application for review and determined that it met the requirements of the ICRC Act.
   ACTEW’s Managing Director stated:

The ICRC wrote to me and advised me that they had reviewed our application for review and found it to meet the requirements of the act. They then provided some advice to the Treasurer and his officers in respect of the creation of that panel. Malcolm rightly finalised his comments by saying that once that is in place, the ICRC will step away and let the panel do its work. We expect to hear about the panel pretty soon. It should be up and running early in the new year. We just wait for that. It is not our role to do it. It will be our role, then, to work with the panel.
    
5.202 The Committee was also interested in the extent to which the ICRC participates in the review process and whether it is afforded an opportunity to defend its determination.  The Senior Commissioner explained:

It does not defend it as such. The matter of the appointment of the panel, as you have already been advised, is a matter for the Treasurer as the referring authority. The role of the ICRC from here, from the time we pass the documents over to the Treasury, is dependent entirely on the assistance that the industry panel might require of us. Under the legislation the industry panel is entitled to make various requests for assistance of us, and under the legislation we are compelled to provide that assistance, as required by the industry panel. The extent of that assistance is a matter for the industry panel to determine. We simply stand ready to provide whatever assistance it is that they require of us.
 

Other matters
5.203 Other matters discussed by the Committee included:

· the establishment of the National Energy Customer Framework and transfer of energy retail regulation to the Australian Energy Regulator—which came into effect in the ACT on 1 July 2012.  This resulted in the Australian Energy Regulator (AER) taking on some regulatory functions previously discharged by the Commission—responsibility for the regulation of retail energy markets—a function which had previously been with state and territory governments.  The framework arrangements for the regulation of energy retail in the ACT apply to the relationships between energy customers, retailers and distributors.
  The flow on effect for the Commission was a reassessment of its work program.  The Committee discussed utility licensing issues previously handled in the ACT primarily through the Utilities Act 2000, transfer of functions to the AER.  Impact of the implementation of the Framework on the ICRC—strategic functions and workload, resources, data collection and reporting
;

· issuing of section 41 (Independent Competition and Regulatory Commission Act 1997) notices requiring persons to give the ICRC information or a document that may assist it in exercising its functions
; and
· the Commission’s community engagement and consultation strategies and participation rates—in particular, the challenges of encouraging participation from the broader community on technical issues; modification of the Commission’s written style in reports to communicate more effectively and targeted consultation at key stages during community consultation processes
.
Commerce and Works Directorate

Office of the Fair Work Ombudsman report—ACT Ambulance Service 
5.204 The Committee discussed with witnesses the Office of the Fair Work Ombudsman report (November 2013)—Investigation of ACT Government entities involved in the employment and payment of ACT Ambulance Service employees—in particular, the keeping of leave credits for the period 24 October 2008 to 16 August 2012—findings of the Report, role of Shared Services in the maintenance of personnel records, action taken by Shared Services as a consequence of the Report, manual reconciliation of leave credits across the ACTPS—approximately 60 per cent are done through the employee self service module HR21 (a component of Chris21), recovery of overpayment of leave entitlements and resolution pathways where amounts owed are disputed.
 

5.205 As to the specifics of action taken by Shared Services as a consequence of the Report, the Committee was advised:

We have done a number of things. Again, these issues go back several years. So we have had several years to instigate improvements. The key improvement that has occurred has been that parts of JACS, including the ACT Ambulance Service, have introduced a more automated rostering system that has a level of automated integration with the payroll system. So that has done away with some of that manual processing and approvals. We have introduced more stringent reconciliations of the leave and the paperwork that comes across electronically or otherwise through those systems, to double-check that we have received everything and things have been processed. We are doing further work with our internal audit firms to ensure that requests, complaints, issues, anything that comes through, are tracked effectively so that there is an appropriate escalation of issues when they occur. Those three factors alone would have totally mitigated the risks that were evident in that ACTAS leave issue.
 

5.206 The Committee sought assurances that the circumstances with regard to processes and systems that had led to the matter of overpayment of leave credits had been addressed.  The Director of Shared Services HR commented:
I am very confident that we have put processes in place that would mitigate the risks that led to these issues. I cannot speak on behalf of all actions of the directorate, but I am very confident that the processes that have been instigated in ACTAS to automate their leave and changes in processing of that leave have mitigated a lot of that risk on that side of the fence too.
 

5.207 The Committee is aware that approximately $1 million was appropriated in 2012–13 Budget for a comprehensive review to be undertaken to inform whether to upgrade or replace the current ACT Government’s Human Resources Information Management System (HRMIS)—Chris21.  The Committee understands that the proposed review had dual objectives—(i) to fully explore options for a whole of government strategy; and (ii) to identify critical standard human resource management processes across directorates as a means of determining which processes could be standardised whilst also acknowledging that some processes are unique to specific directorates on the basis of their operations.

The Committee recommends that the Treasurer inform the ACT Legislative Assembly on the outcomes of the review of the ACT Government’s Human Resources Information Management System (HRMIS)—Chris21 and, where applicable, any subsequent action taken in response to the recommendations of the Review. 
Whole-of-government implementation of an electronic document management system 
5.208 The Committee was interested in the development of a policy and practical framework for the whole-of-government implementation of an electronic document management system (EDMS).
5.209 The Committee discussed with witnesses the efficiencies that might be generated from an EDMS and how privacy compliance requirements concerning the sharing of personal information would be mitigated under an EDMS.  The Director of Territory Records explained: 
...some of the things we do want to explore are what the efficiencies may well be. Anecdotally—and it seems common sense—a whole-of-government system of that type would provide efficiencies but we do not really know the quantum of those yet and what the cost-benefit analysis as a result might be. So I do not have a clear answer for you on the first part of that. 

The privacy questions would certainly need to be very carefully thought through. And you can imagine scenarios where you would not want information about individuals known to one directorate to be revealed to another, for very good reasons. That would have to be developed as part of the business rules of the system. It is quite a way down the track. But certainly, they are issues that we are aware of and will be thinking through.

5.210 The Commerce and Works Director-General added:
These things can be scalable and they can be staged across a number of directorates to try to get a whole-of-government approach to records management in an IT world or a policy world. Some of the obvious benefits are the immediate sharing of information across directorates for the purposes of policy development, the more timely responses to legal requests or Foes, the reduction in the work and refining of records. It certainly has potential to create and drive efficiencies and change business practices within the government and to use that as a bit of a springboard in terms of our services that we provide to the community as well.

5.211 The Committee noted that the concept of a whole-of-government EDMS had been mooted for some time and inquired as to why its progression had been delayed.  The following discussion ensued:
Mr Barr: There are a range of factors. Cost is one, and the appropriate system being available is another. It is not to say that there are not advances in relation to electronic document management systems within individual directorates. But there are a variety of different business needs across a government as diverse as the ACT.

THE CHAIR: So does that mean, from this initiative, that the government is working towards a whole-of-government document system? 

Mr Barr: Certainly we are exploring that and looking forward to some proposals. There is innovation occurring in the marketplace at the moment. And there are a number of new technologies that exist now that did not exist a decade ago that might make this more cost effective. 

THE CHAIR: And there will be new technologies a decade from now if you wait?

Mr Barr: Conceivably, yes. That is right. You can jump in at a certain point and potentially find yourself with a system that does not have a long shelf life. And that is a risk for particular procurement approaches on this question. If it were straightforward and there was one easy system that would fit the ACT government’s diverse needs, then it would have been done some time ago. But it is not a straightforward issue.
 

5.212  The Committee was told that the policy and practical framework necessary to underpin the progression of a whole-of-government EDMS was expected to be available by the end of the 2013–14 financial year.
 
whole-of-government digital network—Teleworking initiative
5.213 The Committee was interested in the teleworking initiative.  The Committee understands that the initiative forms part of the whole-of-government digital network concept.  The Committee was told that the Initiative is a function of the realisation of IT investment that has established a contemporary technology platform to support unified communication across government.
 
5.214 In addition to the concept itself, the Committee discussed the employee and employer benefits arising from the Initiative, elements underpinning and supporting the Initiative—HR policy support (policy changes and modifications), technology options to enable and facilitate teleworking (for example—single number reach and direct access) and Directors-General trial of video conferencing.  The Initiative is supported by the implementation of mobile device management services to facilitate a more mobile workforce—single number reach and direct access to actgov connection without the need for a Citrix token.
 

Other matters
5.215 Other matters discussed by the Committee included:
· review of Directorate Business Continuity Plans (BCPs)—endorsement of plans by respective business units, completion of testing (scheduled for twice a year) and improvements post testing phase.  Finalisation of top level BCP for the Directorate and anticipated timeframe for testing
;
· whole-of-Government IT systems—vulnerability to hacking and potential breaches of systems during 2012–13—for example, successful targeting using social engineering such as ‘spear phising’ attacks
;
· government websites—total number of sites; internal and external; and rationale for externally hosted websites as being a business decision of respective Directorates
; 
· review of the ACT Government’s revenue systems—capability of current system, examination of future needs and capability requirements, streamlining of customer experience—for example, regarding payment options, use of innovative technology and feasibility of single ACT Government accounts, and move towards application-based payment systems
;
· harmonisation of tax administration with other jurisdictions
; 

· corporate governance—allegations of fraud during the 2012–13 reporting period and clarification that investigations arising from these reports had been concluded
; 

· revenue management—compliance revenue—increase in revenue per inspector and clarification as to whether the increase was indicative of more targeted activity in both the payroll and land tax space, numbers of payroll tax assessments undertaken as a result of compliance activity in the payroll space, resolutions, assessments appealed, and assessments currently before the courts
;
· duty concessions to homebuyers—eligibility criteria for the pensioner duty concession scheme and changes to the home owner grant scheme from 1 September 2013—increase in value (from $7 000 to $ 12 500) and residency requirements (from 6 to 12 months)
; 
· the Hub across Government—Innovation Portal—interactive portal conceived within Shared Services approximately 18 months prior to assist government to achieve a one-government approach and to unite the ACTPS in a more collegiate and collaborative way—launch of the hot topic challenge, dissemination/awareness of interactive portal, communication channels, participation levels and feedback
; 

· update on the development and implementation of an active certification policy (introduced 1 July 2013) aimed at improving the culture of work, health and safety on construction sites
;
· weighting assessment criteria—allocated for work site safety in procurement processes
;
· public interest disclosure reporting—one report during the 2012–13 period—nature of complaint, type of disclosure and outcome of investigation; and compliance with annual report descriptor
; and
· clarification regarding IT security toolkit and/or data protection manager used by the Government to protect sensitive information—confirmation that the Government uses AES standard 256–bit cryptographic keys not RSA cryptographic key generators
. 

ACTTAB Limited
Update on future ownership and governance arrangements of ACTTAB
 

5.216 ACTTAB is one of two remaining Government owned betting agencies in Australia and, as the smallest TAB with limited market share, operates in a market with intense competition from corporate book makers and new forms of gambling products and channels.  The Government announced a review into the future ownership and governance arrangements of ACTTAB on 9 February 2013 and after a select tender process appointed PricewaterhouseCoopers to undertake the Review.
     
5.217 The Committee notes that whilst recent technology upgrades has allowed ACTTAB to offer the same level of service as their larger competitors, ACTTAB has always faced pressures arising from being the smallest player in a national market.  This has been accentuated with intense competition generated by the rise of the corporate bookmaker and new forms of gambling products and channels.
5.218 The Review report—ACTTAB Future Options Feasibility Study—recommended that the ACT Government should not retain ownership of ACTTAB and that a trade sale of 100 per cent of ACTTAB was the preferred method of sale.
  The Government announced on 22 November 2013 that it intended to pursue the sale of ACTTAB Limited.

5.219 An Assembly resolution giving authorisation for the sale of ACTTAB either through the disposal of ACTTAB’s main undertakings or the sale of the shares in ACTTAB was passed on 28 November 2013.
  

5.220 The Committee discussed with the Treasurer and ACTTAB officials the expected timeframe for completion of the sale and was advised by the end of the 2013–14 fiscal year with the caveat that there is a satisfactory response from the market.  However, the entity is not for sale at any price and, as opposed to stipulating the type of sale up front, the Government has opted to let potential purchasers present their best offering—irrespective of whether it involves the buying of shares to acquire the company outright or selectively purchasing the main undertakings.
  The implications of not selling would entail the entity remaining as an asset on:

...on our books and we would have to revisit a range of issues that we have considered. Our approach going into this process is to seek to sell the asset. That is why we have gone down this path. It certainly sounds hypothetical to speculate on different outcomes at this point. But on the same point, I do not wish to signal to those prospective buyers that this entity is for sale at any price. We will seek to achieve the outcomes that the Assembly has requested of us in the sales process and seek to ensure the viability of the business in the long term and an outcome for the racing industry, for staff and for the broader community that is outlined in the Assembly resolution.
 

5.221 In relation to future ownership and governance arrangements, the Committee discussed the impact of the sale on ACTTAB employees.
  This included the following matters:  
· receipt of full entitlements, ensuring that those employees wishing to continue employment in the industry with a new owner are given every opportunity to do that

· accommodation of those employees seeking alternative employee arrangements—for example, in the case of the ACTPS, this would be via a merit based process, and
· the engagement of an external consultant to assist staff through the transition period and impending sale.
Issues facing the ACT Racing Industry
5.222 The Committee also discussed issues facing the ACT racing industry—this included: 
· funding levels—the majority of funding for the industry is provided for by the ACT Government

· prize money—ACT racing prize money per race has fallen below NSW provincial prize money per race—with a consequent impact of ACT prize money not having parity with NSW, and
· that a trade sale option for ACTTAB may provide an opportunity to negotiate a direct industry funding model between the purchaser and the ACT racing industry.

5.223 The Committee notes that a potential trade sale option for ACTTAB may permit an opportunity to negotiate a direct industry funding model between the purchaser and the ACT racing industry.  The Committee anticipates that the potential for such an outcome will be given due consideration as part of the current feasibility study into the investigation of the co-administration and co-location of the Territory’s three local racing codes. 
Other matters 
5.224 Other matters discussed by the Committee included:
· corporate governance—fraud prevention and clarification that a review of the Corporation’s Fraud and Corruption Plan had been conducted within the first quarter of the 2013–14 financial year
;
· ACTTAB Governing Board’s view that it is imperative that an effective national regulatory regime is introduced to govern advertising and the offering of incentives that may promote irresponsible gambling—challenges for national regulation and feasibility of achieving self regulation
;
· rollout of new website (October 2013) costing $395 000 with a specific mobile app enabling all forms of mobile functionality
; 

· cost for the Keno coin toss product—a variation of the game of keno with different graphics—in the order of $25 000 to $30 000
; 

· introduction of self-service wagering terminals in every retail facility—cost, uptake and percentage of business conducted through the terminals
; 

· one-off licence fee of $100 000 paid to Tabcorp to implement the flexi-bet software solution
; and
· success of the expanded customer loyalty incentive
. 

ACT Government Procurement Board (annexed report)
5.225 In the course of the hearing, the Committee’s discussion with the Chair of the Government Procurement Board and other witnesses included:

· Procurement proposals considered by the Board during the 2012–13 reporting period—breakdown by procurement method—number of proposals and estimated value.
 

· The Board’s role in the promotion of greater understanding of the risks in relation to procurement processes and encouragement of ongoing risk assessments throughout the life of projects—detail on initiatives that have been undertaken to improve procurement and the management of capital works across ACT Government.
 

· An explanation for an increased estimated average value of procurement proposals/plans considered by the Board in 2012–13 when compared with 2011–12.
 

· A breakdown of procurement plans/proposals considered by the Board according to risk—low, medium and high—and explanation for types of procurements that would be classified as medium and high risk.
 

ACT Insurance Authority 

5.226 In the course of the hearing, the Committee’s discussion with the Authority’s General Manager included:

· The Authority’s captive insurance model structured to protect the ACT Government budget from a range of catastrophic and accumulated risk exposures—via the Authority’s reinsurance arrangements and the accumulation of a fund reserve to meet the cost of future legal liabilities and asset loses generated through the activities of government.
 
· Valuation of the trees at the National Arboretum—based on a replacement value called a standing timber policy—an insurance product usually sold to the forestry industry.
  The Committee was informed that the insured value of the trees at the Arboretum is $741,620.39.
 
· The Authority’s Annual Customer Satisfaction survey—94 per cent of respondents either strongly agreed or agreed with the statement that they were satisfied with the overall performance of the Authority as their insurance service provider.
 
· Explanation for changes in actuarial assumptions used to calculate the Authority’s outstanding claims liability—in particular, higher than usual payments in 2012–13, an assumed decrease in the number of medical malpractice and pubic liability claims and a reduction in the size and number of property claims.
 
Director of Territory Records (Annexed report)
5.227 In the course of the hearing, the Committee’s discussion with the Director of Territory Records and other witnesses included:

· Detail on work progressed by the Government during the Centenary celebrations to enhance or allow greater access to the Territory’s records—in particular, the ACT Archival Collection, a reading room at the Woden library providing a central place for the public to access requested records from the Collection, timeframe for availability of a requested record from the Collection, launch of guide to ACT Government records—a joint publication with the National Archives of Australia.
 

· The strengths of the ACT Archival Collection as being based on its land records when compared with the National Archives’ focus on genealogy and records about individuals.
 

· Broad level compliance with the Territory Records Act 2002 across directorates and agencies.

· The Government’s commitment to the digitisation of territory records.
 
6 Conclusion
6.228 The Committee has made 16 recommendations in relation to its inquiry into 2012–13 Annual and Financial reports.  The Committee would like to thank Ministers and accompanying directorate and agency staff, and members of governing boards, for their time and cooperation during the course of the inquiry process.

Brendan Smyth MLA

Chair

12 March 2014
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