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Resolution of appointment

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

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

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

(a) a Standing Committee on Public Accounts to:

(i) examine:

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

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

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

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

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

Terms of reference

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

iCommittee membership


iSecretariat


iContact information


iiResolution of appointment


iiTerms of reference


vRecommendations


11
Introduction


32
Auditor-General’s Report No. 3 of 2016: ACT Policing Arrangement


3Introduction and conduct of inquiry


4Audit background and findings


8Committee comment


12Conclusion


153
Review of auditor-general’s report no.4 of 2016: the management of the financial arrangements for the delivery of the loose-fill asbestos (mr fluffy) insulation eradication scheme


15Introduction and conduct of inquiry


16Audit background and findings


23Committee comment


27Conclusion


294
Review of auditor-general’s report no. 5 of 2016: initiation of the light rail project


29Introduction and conduct of inquiry


30Audit background and findings


35Committee comment


40Conclusion


435
Auditor-General’s Report No. 6 of 2016:  Management and administration of credit cards by ACT Government entities................................................................

43Introduction and conduct of inquiry


43Terms of reference


44Audit background and findings


47Committee comment


50Conclusion


536
Conclusion


55Appendix A
Summary of Audit Report recommendations—ACT Policing Arrangement


57Appendix B
Summary of legislation and agreements for the provision of policing in the ACT


59Appendix C
Summary of Audit Report recommendations—Initiation of the Light Rail project


61Appendix D
Summary of Audit Report recommendations—Management and Administration of credit cards by ACT Government entities





Recommendations

Recommendation 1
1.10
The Committee recommends that the ACT Government Guidelines for responding to performance audit reports by the Auditor-General be amended to provide that during years in which an ACT General Election is to be held that, wherever possible, the Government present its response to performance audit reports prior to the commencement of the Caretaker period.
Recommendation 2
2.46
The Committee recommends that the ACT Government make available, by March 2017, its response to Auditor-General’s Report No. 3 of 2016: ACT Policing Arrangement.
Recommendation 3
2.51
The Committee recommends that the ACT Government report to the ACT Legislative Assembly by the last sitting day in August 2017, on the progress of its implementation of the recommendations made in Auditor-General’s Report No. 3 of 2016: ACT Policing Arrangement, that have been accepted either in-whole or in-part.  This should include: (i) a summary of action to date, either completed or in progress (including milestones completed); and (ii) the proposed action (including timetable), for implementing recommendations (or parts thereof), where action has not yet commenced.
Recommendation 4
3.46
The Committee recommends that the ACT Government report to the ACT Legislative Assembly by the last sitting day in August 2017, on the progress of its implementation of the recommendations made in Auditor-General’s Report No. 4 of 2016: The Management of the Financial Arrangements for the delivery of the Loose-fill Asbestos (Mr Fluffy) Insulation Eradication Scheme, that have been accepted either in-whole or in-part.  This should include: (i) a summary of action to date, either completed or in progress (including milestones completed); and (ii) the proposed action (including timetable), for implementing recommendations (or parts thereof), where action has not yet commenced.
Recommendation 5
3.51
The Committee recommends that the responsible Minister report to the ACT Legislative Assembly  during the first full sitting week of the 9th Assembly in 2016 on the status of the migration of relevant Asbestos Response Taskforce records to the Objective system.
Recommendation 6
4.54
The Committee recommends that the ACT Government make available, by March 2017, its response to Auditor-General’s Report No. 5 of 2016: Initiation of the Light Rail Project.
Recommendation 7
4.59
The Committee recommends that the ACT Government report to the ACT Legislative Assembly by the last sitting day in August 2017, on the progress of its implementation of the recommendations made in Auditor-General’s Report No. 5 of 2016: Initiation of the Light Rail Project, that have been accepted either in-whole or in-part.  This should include: (i) a summary of action to date, either completed or in progress (including milestones completed); and (ii) the proposed action (including timetable), for implementing recommendations (or parts thereof), where action has not yet commenced.
Recommendation 8
5.35
The Committee recommends that the ACT Government make available, by March 2017, its response to Auditor-General’s Report No. 6 of 2016: Management and administration of credit cards by ACT Government entities.
Recommendation 9
5.40
The Committee recommends that the ACT Government report to the ACT Legislative Assembly by the last sitting day in August 2017, on the progress of its implementation of the recommendations made in Auditor-General’s Report No. 6 of 2016: Management and administration of credit cards by ACT Government entities, that have been accepted either in-whole or in-part.  This should include: (i) a summary of action to date, either completed or in progress (including milestones completed); and (ii) the proposed action (including timetable), for implementing recommendations (or parts thereof), where action has not yet commenced.


1 Introduction
1.1 Under its resolution of appointment, the Standing Committee on Public Accounts (the Committee) examines all reports of the Auditor-General which have been presented to the Legislative Assembly.  Specifically, its resolution of appointment requires the Committee to ‘inquire into and report’ on all reports of the Auditor-General which have been presented to the Assembly.

1.2 Reports of the Auditor-General form a significant part of the Committee’s work.   The Committee has an important role to follow-up on the reports and recommendations of the Auditor-General.

1.3 The Committee has established procedures for its examination of these reports pursuant to the Assembly resolution.  In accordance with these procedures, the Committee resolved to conclude its consideration of the following audit reports with a consolidated summary report:

· Report No. 3 of 2016: ACT Policing Arrangement;
· Report No. 4 of 2016: The Management of the Financial Arrangements for the Delivery of the Loose-fill Asbestos (Mr Fluffy) Insulation Eradication Scheme;  

· Report No. 5 of 2016: Initiation of the Light Rail Project; and
· Report No. 6 of 2016: Management and administration of credit cards by ACT Government entities.  

1.4 The Committee’s consideration of each of these reports (and related recommendations) are set out within this consolidated report—at chapters two, three, four and five respectively.   

1.5 The Committee thanks all those who contributed to its inquiries including the Auditor-General.

Government Guidelines for responding to reports of the Auditor-General

1.6 A recommendation arising from the Committee’s inquiries into the four audit reports concerns the Government’s Guidelines for responding to reports of the Auditor-General.  

1.7 The availability of the Government response to reports of the Auditor-General is critical to the Committee’s consideration of an audit report.  The Response allows the Committee to assess whether the Government has responded appropriately to the Auditor-General’s findings.  Ideally, provision of the Government response should occur as soon as practicable following the presentation of an Audit report.

1.8 The Committee notes that the Government’s Guidelines for responding to performance audit reports by the Auditor-General provide that a Government response is due four months after an audit report is presented.

1.9 The Committee also notes that in the current year—an election year—a number of performance audit reports were presented for which the due date for a Government response does not occur until after the commencement of the Caretaker period. The Convention that a Government should not make major policy decisions during this period that are likely to commit an incoming Government may impact on the Government’s response and may lead to a delay in the tabling of the Government’s response post the election.  For this reason, the Committee’s view is that, where practicable, Government responses to all performance audit reports presented in an election year should be tabled prior to the commencement of the Caretaker period. It therefore makes the following recommendation.

The Committee recommends that the ACT Government Guidelines for responding to performance audit reports by the Auditor-General be amended to provide that during years in which an ACT General Election is to be held that, wherever possible, the Government present its response to performance audit reports prior to the commencement of the Caretaker period.

1.10 It is acknowledged that in response to an earlier recommendation of the Committee, the responsible Minister tabled
 the Government response to Auditor-General report No. 4 of 2016 before the commencement of the Caretaker period.  
2 Auditor-General’s Report No. 3 of 2016: ACT Policing Arrangement
Introduction and conduct of inquiry
2.11 Auditor-General’s Report No. 3 of 2016: ACT Policing Arrangement (the Audit report) was presented to the Legislative Assembly on 26 May 2016.

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

2.13 The Audit report presented the results of a performance audit that examined:

...the administration of the Policing Arrangement and Purchase Agreement by the Justice and Community Services Directorate on the ACT Government’s behalf.

2.14 According to the Audit report:

Policing services in the ACT are provided by ACT Policing, a business unit of the Australian Federal Police (AFP)...

The policing services are provided through a five year Policing Arrangement, which is in the nature of an intergovernmental agreement, and an annual, associated Purchase Agreement, which is in the nature of a services agreement.

Terms of reference

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

Conduct of inquiry

2.16 On 26 July 2016 the Committee received a briefing from the Auditor-General on the Audit report.

2.17 As noted earlier, under its resolution of appointment, the Committee examines all reports of the Auditor-General which have been presented to the Legislative Assembly. Specifically, its resolution of appointment requires the Committee to ‘inquire into and report’ on all reports of the Auditor-General which have been presented to the Assembly.

2.18 The Committee has established procedures for its examination of these reports pursuant to the Assembly resolution. In accordance with these procedures, the Committee resolved to conclude its consideration of the Audit report with a summary report.

2.19 The Committee met on 8 September 2016 to discuss the Chair’s draft report which was adopted on 8 September 2016.
2.20 To avoid any potential for a conflict of interest with her former role as Minister for Police and Emergency Services, Ms Burch MLA did not participate in deliberations relating to this report.

2.21 The Committee notes that without the Assembly resolution of 5 May 2016, its last opportunity to report for the 8th Assembly would have been during the August sitting.
    

Structure of the report

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

· Introduction and conduct of inquiry

· Audit background and findings

· Committee comment

· Conclusion

Acknowledgements

2.23 The Committee thanks all those who contributed to its inquiry including the Auditor-General.

Audit background and findings

2.24 This section presents an overview of the background to, and key findings of, the Audit.

Audit background and objectives

2.25 The objective of the Audit was to provide:

...an independent opinion to the Legislative Assembly on the effectiveness of the Justice and Community Safety Directorate’s management of the Policing Arrangement and associated annual Purchase Agreements, for the provision of community police services to the ACT by the AFP.

2.26 The Audit focused on:

...the Justice and Community Safety Directorate’s responsibilities with respect to the ACT Policing Arrangement and Purchase Agreements including governance, roles and responsibilities, and oversight including monitoring, reporting and assurance.

Audit conclusions

2.27 The Audit made conclusions in relation to each of the three audit themes—namely, governance; managing the arrangements for the delivery of policing services in the ACT; and Justice and Community Safety Directorate (JACSD) oversight and performance monitoring.

2.28 The conclusions of the Audit were:

GOVERNANCE

2.29 Audit conclusions pertaining to governance were:

There are effective governance arrangements in place for the management and oversight of ACT Policing services by the Justice and Community Safety Directorate. The Policing Arrangement and supporting annual Purchase Agreements provide a sound framework for the establishment and maintenance of the ongoing relationship between ACT Policing and the Territory. As ACT Policing is subject to the Australian Government’s governance arrangements for the Australian Federal Police, including being audited by the Australian National Audit Office, this provides additional accountability.

Governance arrangements could be strengthened by the Justice and Community Safety Directorate finalising the Legislation, Policy and Programs Branch (Justice and Community Safety Directorate) action plan; and having an increased awareness of Memorandums of Understanding between ACT Policing and ACT Government and non‐government agencies. While addressing this lack of awareness it is important to maintain the operational independence of ACT Policing.

MANAGING THE ARRANGEMENTS FOR THE DELIVERY OF POLICING SERVICES IN THE ACT

2.30 Audit conclusions pertaining to managing the arrangements for delivery of policing services in the ACT were:

The services and deliverables to be provided by ACT Policing are well described in annual Purchase Agreements, which identify the outcomes, outputs, strategies and associated performance measures and indicators of effectiveness associated with the delivery of policing services in the ACT. These are effectively supplemented by annual Ministerial Directions, which are incorporated into ACT Policing annual Business Plans.

Payments for services are negotiated and determined on an annual basis, and rely in large part on Commonwealth cost‐recovery principles and practices. Since 2014‐15 there has been a well developed and agreed methodology for the calculation of payments for enabling costs, i.e. organisational and corporate overhead costs on the part of AFP that are attributed to ACT Policing.

The Justice and Community Safety Directorate’s management of the Policing Arrangement and annual Purchase Agreements could be improved by identifying, with greater clarity, its role in managing the Policing Arrangement and supporting Purchase Agreements, and implementing more rigorous risk management practices.

JUSTICE AND COMMUNITY SAFETY DIRECTORATE OVERSIGHT AND PERFORMANCE MONITORING

2.31 Audit conclusions pertaining to managing the JACSD’s oversight and performance monitoring of the Policing Arrangement and Purchase Agreement were:

The Justice and Community Safety Directorate’s oversight of the Policing Arrangement and Purchase Agreement is primarily achieved through a comprehensive performance management framework. The framework includes ACT Policing quarterly and annual reporting against relevant performance measures and indicators of effectiveness.

The Justice and Community Safety Directorate’s activities to negotiate the Policing Arrangement and associated Purchase Agreement provide further oversight. At present, the term of the Policing Arrangement and Purchase Agreement is five years and one year respectively and significant time and resources are involved in their negotiation. There is merit in assessing if extending the terms of the Policing Arrangement and Purchase Agreement offers efficiencies in administration and, potentially, better policing outcomes by allowing a greater focus on service delivery.

Audit findings

2.32 The Audit provided key findings to support its conclusions across the three audit themes.  Further detail on these can be accessed from the Audit report.

Audit recommendations

2.33 The Audit made five recommendations—these are reproduced in full at Appendix A. Table 2.1 provides a summary of the recommendations across the three audit themes.

Table 2.1—Summary of Audit recommendations and broad coverage
	Audit theme
	Recommendation number and broad coverage

	1. Governance
	R1—Memorandums of understanding

	2. Managing the arrangements for the delivery of policing services in the ACT
	R2—Articulation of Justice and Community Safety Directorate role

	
	R3—Justice and Community Safety Directorate risk management

	3. Justice and Community Safety Directorate oversight and performance monitoring
	R4—Assessment of the Policing Arrangement

	
	R5—Terms of Policing Arrangement and Purchase Agreements


Agency responses
2.34 In developing the Audit report, the Auditor-General provided the JACSD and ACT Policing with a draft proposed report and a final proposed report for comment.

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

2.36 The new approach for responding to performance audit reports is reflected in the Audit report. JACSD did not provide comments for inclusion in the summary chapter of the Audit report.

2.37 Comments provided by ACT Policing were considered in developing the final proposed Audit report and the final Audit report.

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

Committee comment

2.39 The Audit examined the administration of the Policing Arrangement and Purchase Agreement (the Framework) for the funding and delivery of policing services to the ACT community.  The Framework is administered by JACSD on behalf of the ACT Government.

Framework for policing services  

2.40 The components of the Framework for the funding and delivery of policing services to the ACT community is summarised in Figure 3.1.

Figure 3.1—Components of framework for the funding and delivery of policing services to the ACT community   

[image: image1.emf] 


2.41 As to the term of the Policing Arrangement, the Committee notes that the duration of the current arrangement is for the period 2016–17 (12 months), as opposed to a five year term.
   

2.42 A detailed summary of the applicable legislation and agreements for the provision of policing services in the ACT is at Appendix B.

2.43 The Audit found:

There is a sound framework for guiding how the Australian Federal Police (AFP), through ACT Policing, provides community policing to the ACT. The ACT arrangement has advantages for both the AFP and the ACT; especially given Canberra’s position as the nation’s capital while also being a small jurisdiction.

2.44 The Committee notes that the Framework for the delivery of policing services to the Territory is unique in Australia as all other jurisdictions have their own police services.  This framework derives historically from the AFP’s provision of policing services in the ACT prior to self- government in 1988.   

2.45 The Committee acknowledges that the uniqueness of this arrangement has benefits for both jurisdictions—including:

· providing opportunities for the AFP workforce to access community policing training and experience; 

· the ACT  having access to police services which would be challenging, and possibly more costly, to provide independently and which, if necessary, can provide a depth of resources that would not be available to an independent ACT police service; and

· two accountability mechanisms, one established by the ACT under the Framework and the other by the Australian Government’s governance arrangements for the AFP, including being audited by the Australian National Audit Office.

2.46 The Committee notes that whilst the Audit found the Framework to be sound, the Audit considered  there was merit in assessing if extending the terms of the arrangement and agreement respectively may offer efficiencies in administration for the JACSD  and ACT Policing and, potentially, better policing outcomes by a greater focus on service delivery.
Previous audit on administration of policing services

2.47 The Committee notes that the Auditor-General conducted a performance audit in 2004
 which reviewed the administration of policing services.

2.48 That audit made 12 recommendations—the Government agreed to ten and agreed in principle to two. 

2.49 The 2004 audit concluded that the ‘management of the Policing Arrangement covering the provision of policing services to the Territory is not effective’. It expressed opinions regarding three themes—namely:

(i) the adequacy of the 2000–2005 Policing Arrangement and Purchase Agreements in enabling the Government to exercise effective strategic oversight and financial control of policing; 

(ii) outcomes and measures in the Purchase Agreement—whilst relevant were not complete for the purposes of evaluating the efficiency and effectiveness of ACT Policing; and

(iii) reporting arrangements against agreed performance measures were considered partially satisfactory—to support its conclusion.
 

2.50 The Committee has carefully considered the main opinions of the 2004 audit with those of the 2016 audit.  It is clear that the findings of 2016 audit indicate that improvements have been made since the 2004 audit with regard to the administration of policing services.

2.51 The Committee is pleased to note these improvements.  The Committee emphasises the importance of continued vigilance to ensure that this level of improvement is not only sustained but also to better position key stakeholders in their response to any changing circumstances relating to strategic police policy and associated policing operations.     

Government response  

Response to Audit findings and recommendations

2.52 The Audit made five recommendations aimed at improving the management of the Policing Arrangement and associated Purchase Agreement, including through: (i) increased awareness of all Memorandums of Understanding that ACT Policing has entered into with other organisations; (ii) defining the JACSD’s role and responsibilities with regard to strategic police policy development in future police arrangements and agreements; (iii) development of a risk management plan for management of the Policing Arrangement and associated Purchase Agreement; (iv) formally evaluating the Policing Arrangement and Purchase Agreement; and (v) assessing the merits of increasing the length of the Policing Arrangement and Purchase Agreements.    

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

2.54 The Audit report was presented on 26 May 2016—pursuant to the new approach for responding to reports of the Auditor-General, a government response is due four months after presentation.
   

2.55 The Committee notes that the four month timeframe for the provision of the Government response will fall during the Caretaker period.  

The Committee recommends that the ACT Government make available, by March 2017, its response to Auditor-General’s Report No. 3 of 2016: ACT Policing Arrangement.

Government Guidelines for responding to reports of the Auditor-General 

2.56 The availability of the Government response to reports of the Auditor-General is critical to the Committee’s consideration of an audit report.  The Response allows the Committee to assess whether the Government has responded appropriately to the Auditor-General’s findings.  Ideally, provision of the Government response should occur as soon as practicable following the presentation of an Audit report.

2.57 The Committee notes that the Government’s Guidelines for responding to performance audit reports by the Auditor-General provide that a Government response is due four months after an audit report is presented.

2.58 The Committee also notes that in the current year—an election year—a number of performance audit reports were presented for which the due date for a Government response does not occur until after the commencement of the Caretaker period. The Convention that a Government should not make major policy decisions during this period that are likely to commit an incoming Government may impact on the Government’s response and may lead to a delay in the tabling of the Government’s response post the election.  For this reason, the Committee’s view is that, where practicable, Government responses to all performance audit reports presented in an election year should be tabled prior to the commencement of the Caretaker period. In light of this the Committee has made Recommendation 1, set out in the first chapter of this report, to address the Committee’s concerns in this area.

Progress on implementation of recommendations 

2.59 The Committee emphasises that it is the action taken by applicable agencies to implement audit recommendations that is all important in helping achieve better efficiency and improving accountability of the Government, not the recommendations per se.
The Committee recommends that the ACT Government report to the ACT Legislative Assembly by the last sitting day in August 2017, on the progress of its implementation of the recommendations made in Auditor-General’s Report No. 3 of 2016: ACT Policing Arrangement, that have been accepted either in-whole or in-part.  This should include: (i) a summary of action to date, either completed or in progress (including milestones completed); and (ii) the proposed action (including timetable), for implementing recommendations (or parts thereof), where action has not yet commenced. 
Conclusion

2.60 According to the 2016–17 Budget, the cost of ACT Policing in 2016–17 is estimated to be $154.8 million.  In 2015–16 the cost of ACT Policing is estimated to be $154.2 million.
  The Audit examined the effectiveness of the Framework through which these funds are managed and policing services are provided to the people of the ACT.  
2.61 The Committee notes that whilst the Audit found the Framework to be sound, it made five recommendations aimed at improving the management of the Policing Arrangement and associated Purchase Agreement.  Whilst these recommendations may offer improvements with regard to effectiveness and efficiencies in administration, ultimately they have the potential to contribute to better policing outcomes for the people of the ACT.
2.62 The Committee also notes the improvement in the administration of policing services as indicated by the findings of the Audit when compared with those of an audit completed in 2004.  Notwithstanding, the Committee emphasises the importance of continued vigilance to ensure that this level of improvement is not only sustained but continuously improved.

2.63 The Committee acknowledges that no area of public administration should be exempt from independent examination at any time.  Moreover, it would be unrealistic to expect that the management of the Framework is without inefficiencies or, as is the case with other areas of public administration, is incapable of continuous improvement.    

2.64 Accordingly, the Committee considers that the Audit’s independent examination of the effectiveness of the management of this Framework has therefore been important.

2.65 The Committee has made two specific recommendations in relation to its inquiry into Auditor-General’s report No. 3 of 2016: ACT Policing Arrangement.   
3 Review of auditor-general’s report no.4 of 2016: The management of the financial arrangements for the delivery of the loose-fill asbestos (mr fluffy) insulation eradication scheme
Introduction and conduct of inquiry

3.66 Auditor-General’s Report No. 4 of 2016: The Management of the Financial Arrangements for the Delivery of the Loose-fill Asbestos (Mr Fluffy) Insulation Eradication Scheme (the Audit report) was presented to the Legislative Assembly on 27 May 2016.

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

3.68 The Audit report presented the results of a performance audit that examined:

...the financial arrangements surrounding the costings for the Scheme, the funding of the Scheme and the governance and risk management arrangements for the implementation of this complex program, particularly in relation to the financial risks.

Terms of reference

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

Conduct of inquiry

3.70 On 6 September 2016, the Committee received a briefing from the Auditor-General on the Audit report.

3.71 As noted earlier, under its resolution of appointment, the Committee examines all reports of the Auditor-General which have been presented to the Legislative Assembly. Specifically, its resolution of appointment requires the Committee to ‘inquire into and report’ on all reports of the Auditor-General which have been presented to the Assembly.

3.72 The Committee has established procedures for its examination of these reports pursuant to the Assembly resolution. In accordance with these procedures, the Committee resolved to conclude its consideration of the Audit report with a summary report.

3.73 The Committee met on 8 September 2016 to discuss the Chair’s draft report which was adopted on 8 September 2016.

3.74 The Committee notes that without the Assembly resolution of 5 May 2016, its last opportunity to report for the 8th Assembly would have been during the August sitting.
    

Structure of the report

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

· Introduction and conduct of inquiry

· Audit background and findings

· Committee comment

· Conclusion

Acknowledgements

3.76 The Committee thanks those who contributed to its inquiry, including the Auditor-General.

Audit background and findings

3.77 This section presents an overview of the background to, and key findings of, the Audit.

Audit background and objectives

3.78 The objective of the Audit was to provide:

...an independent opinion to the Legislative Assembly on the effectiveness of the ACT Government’s planning for, and management of, the financial arrangements for the Loose-fill Asbestos (Mr Fluffy) Insulation Eradication Scheme.

3.79 The Audit did not consider the policy development process.

3.80 A key focus of the Audit was:

...whether the financial risks associated with the implementation of the Scheme have been identified and whether appropriate governance and risk management strategies have been implemented.

Audit conclusion(s)

3.81 The overall conclusion of the Audit was:

The planning for and management of the financial arrangements for the implementation of the Loose‐fill Asbestos Insulation Eradication Scheme (the Scheme) has been effective. Within six months of the establishment of the Asbestos Response Taskforce (the Taskforce) in June 2014, the ACT Government had approved a scheme with the objective of providing an enduring solution to the asbestos contamination problem and secured finance for the estimated $1 billion required for the scheme from the Commonwealth Government.

The Taskforce’s approach to governance and risk management reflects better practice. This has enabled the Taskforce to develop processes and procedures which provide a structure for managing and re‐assessing the implementation of the Scheme, including expenditure and commitments. The accuracy of the financial modelling for the buyback, demolition and sales phases of the Scheme has been challenging. While data on the costs of the buyback was available early into the Scheme, relevant data on the demolition costs and sales revenue did not start to become available until late 2015 and April 2016 respectively. This means that the final costs of the Scheme are uncertain and may not be able to be determined until the final sales are made in 2020.

3.82 In support of this overall conclusion, the Audit made a number of specific conclusions in regard to each of the three Audit themes—namely, planning and financing the scheme; governance and risk management; and management of finance and risk for each phase of the scheme. A summary of the main conclusions is provided below.

Planning and financing the scheme

3.83 The Audit concluded that initially:

...the ACT Government anticipated a cost sharing arrangement with the Commonwealth Government, on the basis of the 1991 Memorandum of Understanding (MoU) between the two governments for the 1988-1993 asbestos removal program.

3.84 The Audit also concluded however, that the Commonwealth Government decided it would provide the ACT Government with a loan at a concessional rate of interest. The ACT Government ‘assumed full financial responsibility for the eradication of asbestos from ACT domestic housing’.

3.85 The Audit found that the terms and conditions for the loan were successfully negotiated by the Asbestos Response Taskforce and ACT Treasury. This enabled the ACT Government to put ‘appropriate financial arrangements’ in place.

3.86 The Audit also found that in the early months of the Taskforce, ‘the assumptions underpinning the modelling...were developed and agreed with the ACT Treasury.’ The Taskforce ‘produced a range of estimates and scenarios to support the development of the costings for the Scheme. Differences in the scenarios could have been better explained’.

3.87 According to the Audit report:

The total cost of the Scheme is still uncertain. As at mid April 2016, the estimated total cost of the buyback program is just over $700 million.

3.88 It was found that as at mid April 2016, 152 houses had been demolished and 10 blocks had been offered to the public.

3.89 The Audit commented that:

The cost of borrowings for the Scheme is not included with reporting on the costs of the Scheme....whole-of-life reporting on the revenue and costs (including borrowing costs) of the Scheme (i.e. from its inception to completion) should be provided on an annual basis through the published budget papers.

Governance and risk management

3.90 The Audit observed that the Taskforce was mindful of the findings of the Royal Commission Report into the Home Insulation Program and the report of the Shergold inquiry. The Audit noted that the latter report:

...reinforces the desirability of providing robust advice, creating a positive risk culture, enhancing program management and embracing adaptive management.

3.91 The Audit was of the view that the Taskforce’s approach to governance and risk management ‘reflects better practice’.  It was found that the Taskforce ‘has actively reviewed its governance and risk management arrangements and continues to refine them’.

3.92 The Audit also found that the reporting arrangements ‘provide regular information on a range of Taskforce activity to stakeholders and governance bodies’.

3.93 In addition, the Audit found that the risk management arrangements ‘are detailed and targeted’ and that the ‘Taskforce is responsive to the emergence of risks and has assessed its risk management strategies in response to events’.

Management of finance and risk for each phase of the Scheme

3.94 The Audit found that effective financial management arrangements ‘have been implemented in the Taskforce for the delivery of the Scheme’ and that administrative processes have been developed. The ‘customised settlement process’ has enabled the Taskforce ‘to purchase the majority of the affected properties within a few months’.

3.95 The Audit concluded that the phased approach of a pilot demolition program ‘is an effective means of implementing a program for which there was little previous experience’.
 It noted that the sales program was in its early stages with only 10 properties having been offered to the public and that ‘estimates of revenue from sales remain uncertain’.
 It also stated that in initial stages, record keeping had been inadequate and concluded that it was important that the Taskforce completes the transfer of records to its record keeping system expeditiously.

Audit findings

3.96 The Audit provided key findings to support its conclusions across each of the three audit themes.  Further detail on these can be accessed from the Audit report.

Audit recommendations

3.97 The Audit made three recommendations and these are reproduced in full across the three Audit themes at Table 2.1.

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

Government response

3.99 The Government tabled its response to the Audit report
 on 9 August 2016
.  In its response, the Government agreed with all three recommendations.

3.100 The three recommendations across each audit theme, together with the Government position in response to each recommendation is at Table 2.1. 

Table 2.1—Summary of Audit recommendations—Government position and status on implementation

	Audit theme
	Recommendation
	Government position

	Status (as at 9 August 2016)

	1. Planning and financing the Scheme
	R1—Reporting of the total cost of the Scheme

The Chief Minister, Treasury and Economic Development Directorate should provide information on the total costs of the Scheme by publicly reporting on the revenue and costs (including borrowing costs) of the Scheme from its inception to completion in the annual budget papers.
	Agreed
	Commenced

	2. Governance and risk management
	R2—Disclosures in financial statements

The Chief Minister, Treasury and Economic Development Directorate should continue to provide disclosures about the financial impact of the Loose-fill Asbestos Eradication Scheme in future financial statements.
	Agreed
	Commenced

	3. Management of finance and risk for each phase of the Scheme
	R3—Records management

The Asbestos Response Taskforce should continue to migrate all relevant Taskforce records to the Objective system and complete this process by December 2016.
	Agreed
	Commenced


Committee comment

3.101 The Audit examined the financial arrangements associated with the costings for the Loose-fill Asbestos (Mr Fluffy) Insulation Eradication Scheme (the Scheme), the funding of the Scheme and the governance and risk management arrangements for the implementation of this complex program, in particular as it relates to the financial risks.
3.102 The Audit is also the first of a suite of proposed audits on the Scheme. The Auditor-General has advised that the:

...next audit is likely to focus on the Asbestos Response Taskforce’s management of the personal support, buy‐back and demolition phases of the Scheme.  An important part of this will be the Asbestos Response Taskforce’s engagement with affected parties.

3.103 The Committee notes that the Audit found that:

a) there had been effective planning for and management of the financial arrangements for the implementation of the Loose-fill Asbestos (Mr Fluffy) Insulation Eradication Scheme.  According to the Audit, within six months of the establishment of the Taskforce in June 2014—‘the ACT Government had approved a scheme with the objective of providing an enduring solution to the asbestos contamination problem and secured finance for the estimated $1 billion required for the scheme from the Commonwealth Government’; and

b) the Taskforce’s approach to governance and risk management reflected better practice.

3.104 Notwithstanding, the Committee also notes the Audit found:

The accuracy of the financial modelling for the buyback, demolition and sales phases of the Scheme has been challenging. While data on the costs of the buyback was available early into the Scheme, relevant data on the demolition costs and sales revenue did not start to become available until late 2015 and April 2016 respectively. This means that the final costs of the Scheme are uncertain and may not be able to be determined until the final sales are made in 2020.
  

3.105 Accordingly, the Auditor-General recommended that the Government provide information on the total costs of the Scheme
; and that it continue to provide disclosures about the financial impact of the Scheme in future financial statements
.

Government response  

3.106 The Audit report was presented on 27 May 2016—pursuant to the new approach for responding to reports of the Auditor-General, a government response is due four months after presentation.
   

3.107 The Audit made three recommendations aimed at improving the management of the financial arrangements for the delivery of the Loose-fill Asbestos (Mr Fluffy) Insulation Eradication, Scheme including through: (i) reporting on the total costs of the Scheme; (ii) continuation of the provision of disclosures about the financial impact of the Scheme in future financial statements; and (iii) records management as it relates to the migration of all relevant Taskforce records to the Objective system by December 2016.    

3.108 In its report inquiring into the Loose-fill Asbestos Insulation Eradication Scheme—Quarterly Progress Reporting (report No. 30), the Committee recommended
 that the Government table its response to the Audit report prior to the commencement of the 2016 Caretaker period. 

3.109 The Government undertook to provide its response in the last sitting week in August 2016 and this was presented by the Minister for Workplace Safety and Industrial Relations in the Assembly on 9 August 2016.
 In its response to the Audit report, the Government indicated that it agreed with all three of the Auditor-General’s recommendations and had commenced work on these.

Progress on implementation of recommendations 

3.110 The Committee emphasises that it is the action taken by applicable agencies to implement audit recommendations that is all important in helping achieve better efficiency and improving accountability of the Government, not the recommendations per se.
The Committee recommends that the ACT Government report to the ACT Legislative Assembly by the last sitting day in August 2017, on the progress of its implementation of the recommendations made in Auditor-General’s Report No. 4 of 2016: The Management of the Financial Arrangements for the delivery of the Loose-fill Asbestos (Mr Fluffy) Insulation Eradication Scheme, that have been accepted either in-whole or in-part.  This should include: (i) a summary of action to date, either completed or in progress (including milestones completed); and (ii) the proposed action (including timetable), for implementing recommendations (or parts thereof), where action has not yet commenced. 
Records management

3.111 The Audit found records management to be inadequate during the early months of the Taskforce operations.  The Audit commented:

Records management was inadequate during the early months of Taskforce operations.  Prior to implementing the Objective records management system, many records, particularly those of the Head of the Taskforce, remained in personal email accounts. The Taskforce received approval to use the Objective records management system as the primary record keeping tool in November 2014.

3.112 The Committee notes that the Taskforce acknowledged its records management was not well organised during the first six months of its operations and that this situation arose as:

...a result of the necessary focus on the personal support and development of a policy approach to the asbestos contamination problem.
 

3.113 The Audit further commented that:

The early records are being gradually migrated to the Objective system. However, there are still documents which are not stored in Objective, including documents stored in staff email accounts and documents relating to email traffic between the Taskforce and other ACT and Commonwealth Government agencies. These documents need to be migrated to Objective so that there is a comprehensive and permanent record of Taskforce activity from this critical initial phase of its existence through to the end of its life.

3.114 The Committee notes that the Auditor-General recommended that the migration of all relevant Taskforce records to the Objective system should be completed by December 2016.  Given the importance of ensuring that there is a comprehensive and permanent record of Taskforce activity, the Committee is of the view that the responsible Minister should report to the Legislative Assembly during the first full sitting week of the 9th Assembly in 2016 on the status of the implementation of this recommendation.     

The Committee recommends that the responsible Minister report to the ACT Legislative Assembly  during the first full sitting week of the 9th Assembly in 2016 on the status of the migration of relevant Asbestos Response Taskforce records to the Objective system.
3.115 Whilst the Committee acknowledges that the Taskforce has taken constructive action to address the findings of the Audit with regard to its records management, the Committee believes it is timely to reiterate comments it has made on previous occasions concerning record keeping.  

3.116 The Committee is firmly of the view that effective records management practices in the ACT Public Service (ACTPS), and its subsequent management, is a fundamental core function of all public sector agencies and is also a fundamental part of every ACTPS employee’s responsibilities.  All public service employees:

…have an obligation to ensure that key decisions and events are recorded in a way that captures the important features of a discussion or decision, presents a faithful and accurate account of what has happened and can easily be retrieved when needed.

3.117 The Committee reminds all ACT Government directorates and agencies about the importance of good records management as a fundamental element of good governance, in particular with respect to transparency and accountability.  
Conclusion

3.118 The Audit examined the financial arrangements associated with the costings for the Loose-fill Asbestos (Mr Fluffy) Insulation Eradication Scheme (the Scheme), the funding of the Scheme and the governance and risk management arrangements for the implementation of this complex program, in particular as it relates to the financial risks.
3.119 The Committee has an ongoing interest in the implementation of the Scheme having inquired into the proposed Appropriation (Loose-fill Asbestos Insulation Eradication) Bill 2014–15—that would underpin the funding of the Scheme.  The Committee reported on its inquiry in December 2014.
 

3.120 The Committee reiterates previous comments it has made with regard to the impact of the Scheme on the Territory’s budget.  The one-off size and cost of dealing with the Mr Fluffy legacy represents about a fifth of the ACT Government’s annual budget.  In 2014, the cost of the Scheme was estimated to equate to approximately 22 per cent of ACT Government revenue.  At that time, the estimated net cost of the Scheme was expected to be significant from the Territory’s perspective. The initial expected net cost of between $300 million and $500 million represents approximately 10 per cent of the Territory’s annual budget.
  

3.121 As to more recent cost estimates for the Scheme, as at mid April 2016, the Audit advised that:

The total cost of the Scheme is still uncertain. As at mid April 2016, the estimated total cost of the buyback program is just over $700 million. The demolition program has resulted in 152 houses being demolished to date, and the costs of demolishing the houses have exceeded the target budget, but are within the appropriations for the demolition phase and are within the modelling estimates. The sales program commenced in April 2016, with 10 blocks being offered to the public. When a more representative number of blocks has been sold, land values and sales revenue will be able to be more accurately estimated.

3.122 Further, as to the net cost of the Scheme, the 2016–17 Budget estimates indicate:

The Government has updated the budget estimates associated with the Asbestos Eradication Scheme to reflect the outcomes achieved to date. Overall, the revised budget indicates that the net cash cost has improved from the 2015-16 Budget estimate of $370 million (excluding contingency) to $366 million.

3.123 Given the uncertainty about the total cost of the Scheme, the Committee notes the importance of monitoring the financial arrangements for the Scheme.    

3.124 The Committee emphasises that equally important, aside from financial costs, the Mr Fluffy legacy is not just about the past, it is about the present, and the future of the lives of many people—those affected families and households but also Canberra as a community.  

3.125 The Audit, as the first in a suite of proposed audits on the Scheme has therefore been a valuable first step in providing an independent examination of an aspect of the Scheme. 
3.126 The Committee has made two recommendations in relation to its inquiry into Auditor-General’s report No. 4 of 2016: The Management of the Financial Arrangements for the Delivery of the Loose-fill Asbestos (Mr Fluffy) Insulation Eradication Scheme.    
4 Review of auditor-general’s report no. 5 of 2016: Initiation of the Light Rail Project
Introduction and conduct of inquiry

4.127 Auditor-General’s Report No. 5 of 2016: Initiation of the Light Rail Project (the Audit report) was presented to the Legislative Assembly on 16 June 2016.

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

4.129 The Audit report presented the results of a performance audit that ‘considers the activities of the Capital Metro Agency in initiating the Capital Metro Light Rail Project’ following a policy decision by the ACT Government in 2012 to implement a light rail between Gungahlin and Civic.
  The Audit included consideration of:

...project management, governance and administrative arrangements associated with the Capital Metro Light Rail Project and activities to design the light rail, estimate the costs and benefits associated with the light rail and identify the most appropriate way to proceed with the delivery of the light rail.

Terms of reference

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

Conduct of inquiry

4.131 On 6 September 2016, the Committee received a briefing from the Auditor-General in relation to the Audit report.

4.132 As noted earlier, under its resolution of appointment, the Committee examines all reports of the Auditor-General which have been presented to the Legislative Assembly. Specifically, its resolution of appointment requires the Committee to ‘inquire into and report’ on all reports of the Auditor-General which have been presented to the Assembly. 

4.133 The Committee has established procedures for its examination of these reports pursuant to the Assembly resolution.  In accordance with these procedures, the Committee resolved to conclude its consideration of the Audit report with a summary report.

4.134 The Committee met on 8 September 2016 to discuss the Chair’s draft report which was adopted on 8 September 2016.

4.135 The Committee notes that without the Assembly resolution of 5 May 2016, its last opportunity to report for the 8th Assembly would have been during the August sitting.
    

Structure of the report

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

· Introduction and conduct of inquiry

· Audit background and findings

· Committee comment

· Conclusion
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Audit background and findings

4.138 This section presents an overview of the background to, and key findings of, the Audit

Audit background and objectives

4.139 In 2012, the ACT Government decided to implement light rail between Gungahlin and Civic. The Capital Metro Agency was responsible for undertaking work to plan for the delivery of the Capital Metro Light Rail Project.

4.140 The objective of the Audit was to provide:

...an independent opinion to the Legislative Assembly on the effectiveness of the Capital Metro Light Rail Project’s management framework, project planning to date, and the development of processes to approach the market.

Audit conclusion(s)

4.141 The Audit report contained the following audit conclusions drawn against the Audit objective.

4.142 The overall conclusion of the Audit was:

The Capital Metro Light Rail Project’s governance, administrative and project management framework is sound and generally accords with better practice. Although improvements can be made, it positions the Capital Metro Agency to be able to meet the challenges of implementing light rail in the ACT. The integrity of the framework will need to be retained under revised 1 July 2016 Administrative Arrangements, whereby functions of the Capital Metro Agency and Territory and Municipal Services Directorate are merged.

Benefits management needs to be given priority and a whole‐of‐government Benefits Realisation Plan, and associated documentation, developed and implemented to guide the management and realisation of the project’s benefits. This is important as considering only the project’s transport benefits the benefit‐cost ratio is 0.49, with an estimated 49.3 cents in transport benefits gained for every $1 spent; and considering transport benefits and wider economic benefits (including land use benefits), the benefit‐cost ratio is 1.20, with an estimated $1.20 in benefits for every $1 spent. However, the benefit‐cost ratio of 1.20 needs to be used with caution as there is a lack of an agreed methodology and robust data in Australia for calculating wider economic benefits (including land use benefits). In the 1.20 benefit‐cost ratio approximately 60 percent of the project’s benefits are not transport‐related. This is large compared with other transport infrastructure projects for which information was publicly available. 

Although the ACT Government publicly released the Full Business Case, even though there was no requirement to do so, providing a discussion and explanation of the limitations of including wider economic benefits (including land use benefits) in the cost‐benefit analysis would have provided more comprehensive information. Infrastructure Australia’s approach is that wider economic benefits can add ‘texture’ for certain initiatives but need to be considered separately when considering a project.

Realising the project’s benefits will involve a wide range of activities related to ‘land development decisions undertaken by ACT Government; ticketing and fare setting; bus and park & ride integration; parking charges; value capture activities; signalling priorities; the location of ACT Government staff in the corridor; and other undertakings to promote economic activity in the ACT’. Accordingly, a Benefits Realisation Plan that captures such activities will require a concerted and sustained whole‐of‐government approach to be effectively implemented.

While actions may have commenced to realise benefits associated with the Capital Metro Light Rail Project, without a Benefits Realisation Plan there is a lack of transparency and accountability as to what needs to be done, when and by whom. The implementation of the Benefits Realisation Plan needs to be monitored (with benefits and costs clearly articulated and measured) and at key stages evaluated.

The estimated value of the project’s benefits changed between various versions of the Full Business Case, including those considered by decision makers and that presented to the ACT community. While changes over time should be expected, the changes that occurred were made in a relatively short period of time, indicating that assumptions on which the benefits were being calculated were changing rather than circumstances associated with the project.

In order to achieve the benefit‐cost ratio figures presented for the Capital Metro Light Rail Project, in addition to continuously monitoring and evaluating the expected benefits through a Benefits Realisation Plan, it will be important to ensure that project costs are effectively controlled. The ACT Budget will need to accommodate the expected cost of the Capital Metro Light [Rail] Project of approximately $939 million (present value, January 2016) or $1.78 billion (nominal value) over 20 years. This does not include ACT Government agency costs for managing the implementation of the project. Revenue from fares will partially offset the costs of the Capital Metro Light Rail Project. The Full Business Case identified a total of $81 million in revenue from fares (present value, July 2014) over 20 years.

4.143 The Audit made specific conclusions in relation to each of the three audit themes—namely, governance and project management; advice to decision-makers; and realising the benefits of light rail. The specific conclusions are summarised below.

Governance and project management

4.144 In relation to governance and project management, the Audit concluded that the ‘governance, administrative and project management framework for the Capital Metro Light Rail Project is sound’ and that spending by the Capital Metro Agency has been within allocated budgets.

4.145 The Audit also concluded that external reviews of the Project ‘have not been undertaken as planned, or as rigorously as needed for a project of this size and complexity’.

Advice to decision-makers

4.146 With regard to advice to decision-makers, the Audit concluded that the Capital Metro Agency relied heavily on the advice of consultants in planning and scoping the project and this led to the preparation of the Full Business Case for the project.

4.147 The Audit also concluded that advice provided to decision-makers between August 2014 and September 2014 as to the expected value of the benefits of the project varied significantly. Also, the value of benefits presented in the Full Business Case provided to the community differed from those presented to decision-makers. It was concluded that insufficient documentation was maintained to explain the differences in values and the rationale for the changes.

4.148 The Audit concluded that, in light of the scale of the Project and its cost to the Territory, it is important that the actual costs of the delivery and implementation of the project be transparent and publicly reported.

Realising the benefits of light rail

4.149 In relation to realising the benefits of light rail, the Audit concluded that the Capital Metro Agency ‘has not yet developed and implemented key documents and processes associated with benefits management’ and that, ‘there is a risk that the project’s benefits will not be optimised’. It concluded that a Benefits Realisation Plan and associated documentation should be developed as a priority.

4.150 According to the Audit, the Government advised that the Project is expected to cost $823 million (present value, July 2014) and to deliver benefits of $984 million (present value, July 2014). Transport-related benefits associated with the project are estimated to be $406 million (present value, July 2014) while wider economic benefits are estimated to be $579 million (present value, July 2014). The Audit concluded that the wider economic benefits are significant and form the majority of expected benefits associated with the project (i.e. 58.8 per cent). The Audit was of the view that this proportion is higher than other transport-related projects for which information is publicly available.

4.151 The Audit concluded that the calculation of wider economic benefits needs to be treated with caution in light of the lack of data and the continuing evolution of applicable methodologies.

4.152 While the Full Business Case presented two benefit-cost ratios, emphasis is given to a ratio of 1.2 which includes transport, land use and wider economic benefit. The Audit was of the view that insufficient discussion and explanation was given to ‘the inherent risks and limitations associated with this figure...’.

4.153 The Audit concluded that:

...it is imperative that there be a concerted whole-of-government approach to the management of benefits associated with the Capital Metro Light Rail Project, to ensure that the benefits are realised.

Audit findings

4.154 The Audit provided key findings to support its conclusions across each of the three audit themes.  Further detail on these can be accessed from the Audit report.

Audit recommendations

4.155 The Audit made four recommendations—these are reproduced in full at Appendix C.  Table 2.1 provides a summary of the recommendations across the three audit themes.  One recommendation
, concerning benefits management, was considered to be of high priority.

Table 2.1: Summary of Audit recommendations and broad coverage

	Audit theme
	Recommendation number and broad coverage

	1. Governance and project management
	R1—Project controls procedure

	
	R2—External reviews

	2. Advice to decision-makers
	R3—Public reporting of Capital Metro Light Rail costs

	3. Realising the benefits of light rail
	R4—Benefits management (High Priority)


Agency response

4.156 In developing the Audit report, the Auditor-General provided the Capital Metro Agency and Under Treasurer the opportunity to comment on various drafts.

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

4.158 The new approach for responding to performance audit reports is reflected in the Audit report. According to the Audit report, all comments made on a draft proposed report for comment and a final proposed report for further comment were considered by the Auditor-General and were reflected in the report. However, the Capital Metro Agency and the Under Treasurer did not provide comments for inclusion in the Audit report.

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

Committee comment

4.160 The Auditor-General found that:

...the Capital Metro Light Rail Project’s governance, administrative and project management framework is sound and generally accords with better practice, which positions it to meet the challenges of implementing light rail. However, benefits management needs to be given priority and a whole‐of‐government Benefits Realisation Plan, and associated documentation, developed and implemented to guide the management and realisation of the project’s benefits.

4.161 Notwithstanding the above finding, Audit also cautioned that:

The integrity of the framework will need to be retained under revised 1 July 2016 Administrative Arrangements, whereby functions of the Capital Metro Agency and Territory and Municipal Services Directorate are merged.

4.162 The Committee notes that benefits management, as an important project management practice, is underpinned by methodologies selected for the forecasting of costs and benefits of proposed projects and related assumptions, and ultimately, investment decisions to proceed with capital infrastructure projects.  Equally important, is the implementation of an appropriate external review process to ensure that rigorous reviews of the governance and oversight of the project are undertaken.  The frequency of these reviews should consider the project size and complexity. 

4.163 The Auditor-General was of the view: 

Given the size and scale of the Capital Metro Light Rail Project, and that it represents a significant financial cost to the Territory, it is important that there be transparency over the cost of the project into the future. It will be important that the actual costs of the delivery and implementation of the Capital Metro light rail be transparently and publicly reported in the Transport Canberra and City Services Directorate financial statements.  The Capital Metro Agency has estimated the cost to be approximately $939 million (present value, January 2016 using a 7.52 percent per year discount rate, or $1.78 billion nominal over 20 years). However, this figure does not include estimated agency costs associated with the construction and operation of the light rail, i.e. agency costs for managing the successful consortium over a twenty‐year period.

4.164 The Audit found:

The estimated value of the project’s benefits changed between various versions of the Full Business Case, including those considered by decision makers and that presented to the ACT community. While changes over time should be expected, the changes that occurred were made in a relatively short period of time, indicating that assumptions on which the benefits were being calculated were changing rather than circumstances associated with the project.

4.165 The Audit also found that:

External reviews of the Capital Metro Light Rail Project, which have been identified in key planning documents as forming a part of the governance and oversight of the project, have not been undertaken as planned, or as rigorously as needed for a project of this size and complexity.  One peer review, which was conducted in relation to the Full Business Case, was very brief and did not consider key attributes of the project including transport modelling, quantified economic analysis, the benefit‐cost ratio, financial analysis or assumptions used in the Public‐Private Partnership assessment, or capital construction costs. In contrast, a second peer review, which was well documented, was conducted with a specific focus by subject matter experts over a three day period at the procurement stage.

4.166 The initiation of the Light Rail Project, including phasing of costs, its procurement method, cost-benefits and the decision to proceed with the Project have been discussed at length with officials and responsible Ministers as part of various committee inquiries throughout the course of this Assembly.  This oversight has been accompanied by numerous committee recommendations.

4.167 The proposal for light rail and decision to proceed with the Project has also attracted significant public interest—in particular, as it relates to the estimated financial cost for ACT taxpayers and equity with regard to benefits distribution. 

4.168 The Audit report, amongst other things, has recommended that the Government should accurately and transparently report the actual costs of delivering the Capital Metro Light Rail Project.  This should include:

· public reporting of actual costs compared to published budgets for the Capital Light Rail Project in annual reports of the Transport Canberra and City Services Directorate;

· availability payments made to the PPP
 consortium; and

· Capital Metro Agency costs associated with managing the PPP
 consortium during the construction of the Capital Metro light rail and for the ongoing operation of the Capital Metro light rail.

4.169 The Committee acknowledges the complexities associated with a project the size and scale of the Capital Metro and that its cost is subject to a high degree of uncertainty.  Notwithstanding, given the significant financial cost to the Territory, the Committee is of the view that within the scope of various limitations, the actual costs of delivering the Project should be accurately and transparently reported, rigorous external reviews of the governance and oversight of the Project should be undertaken and the benefits to be realised by the Project should be identified and documented.

4.170 The Audit found that improvements could be made with regard to each of these parameters and recommended accordingly.  As the Government has not yet responded to the Audit report, the Committee has therefore not been in a position to assess whether it has responded appropriately to the Audit findings.    

4.171 The Committee recognises that in the right circumstances, public‐private partnerships (PPP) can bring about improved financial efficiency in the delivery of public infrastructure together with the creation of consequential positive externalities.

4.172 The Committee emphasises that foremost—PPPs are about risk and the management of that risk:

...offering benefits by apportioning risk to those with financial capacity and administrative expertise to obviate it.  Crucially, however, they carry a set of inherent risks—financial, political, social and otherwise.  These risks are often significant and, as demonstrated by several Australian case studies, failure to give adequate consideration to them can have wide-reaching negative consequences.

4.173 The Committee acknowledges that the use of a PPP model (and related policy framework) is a relatively new way of delivering infrastructure projects in the Territory. 
4.174 The Committee is of the view that the Audit has been important and its findings should be considered as part of a wider inquiry.  This should include the Government response to the Audit, together with views from other key stakeholders, and a public call for written submissions.  The Committee has not been in a position to progress an inquiry of this scale and scope.  

4.175 Accordingly, the Committee suggests that the 9th Assembly Standing Committee on Public Accounts should give due consideration to inquiring further into Auditor-General’s Report No. 5 of 2016: Initiation of the Light Rail Project.  
Government response  

Response to audit findings and recommendations

4.176 The Audit made four recommendations aimed at: (i) the development and implementation of a project controls procedure to assist in managing project activities; (ii) the designing of independent external reviews of the Capital Metro Light Rail Project; (iii) improved public reporting of the actual costs of delivering the Capital Metro Light Rail Project; and (iv) improved benefits management, including the development of a whole-of-government Benefits Realisation Plan and associated documentation.    

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

4.178 The Audit report was presented on 16 June 2016—pursuant to the new approach for responding to reports of the Auditor-General, a government response is due four months after presentation.
   

4.179 The Committee notes that the four month timeframe for the provision of the Government response will fall shortly after the 2016 General Election.

The Committee recommends that the ACT Government make available, by March 2017, its response to Auditor-General’s Report No. 5 of 2016: Initiation of the Light Rail Project.

Government Guidelines for responding to reports of the Auditor-General 

4.180 The availability of the Government response to reports of the Auditor-General is critical to the Committee’s consideration of an audit report.  The Response allows the Committee to assess whether the Government has responded appropriately to the Auditor-General’s findings.  Ideally, provision of the Government response should occur as soon as practicable following the presentation of an Audit report.

4.181 The Committee notes that the Government’s Guidelines for responding to performance audit reports by the Auditor-General provide that a Government response is due four months after an audit report is presented.

4.182 The Committee also notes that in the current year—an election year—a number of performance audit reports were presented for which the due date for a Government response does not occur until after the commencement of the Caretaker period. The Convention that a Government should not make major policy decisions during this period that are likely to commit an incoming Government may impact on the Government’s response and may lead to a delay in the tabling of the Government’s response post the election.  For this reason, the Committee’s view is that, where practicable, Government responses to all performance audit reports presented in an election year should be tabled prior to the commencement of the Caretaker period. In light of this the Committee has made Recommendation 1, set out in the first chapter of this report, to address the Committee’s concerns in this area.

Progress on implementation of recommendations 

4.183 The Committee emphasises that it is the action taken by applicable agencies to implement audit recommendations that is all important in helping achieve better efficiency and improving accountability of the Government, not the recommendations per se.
The Committee recommends that the ACT Government report to the ACT Legislative Assembly by the last sitting day in August 2017, on the progress of its implementation of the recommendations made in Auditor-General’s Report No. 5 of 2016: Initiation of the Light Rail Project, that have been accepted either in-whole or in-part.  This should include: (i) a summary of action to date, either completed or in progress (including milestones completed); and (ii) the proposed action (including timetable), for implementing recommendations (or parts thereof), where action has not yet commenced. 
Conclusion

4.184 The Committee acknowledges the complexities associated with a project the size and scale of the Capital Metro and that its cost is subject to a high degree of uncertainty.  Notwithstanding, given the significant financial cost to the Territory, the Committee is of the view that within the scope of various limitations, the actual costs of delivering the Project should be accurately and transparently reported, rigorous external reviews of the governance and oversight of the Project should be undertaken and the benefits to be realised by the Project should be identified and documented.

4.185 The Audit found that improvements could be made with regard to each of these parameters and recommended accordingly.  As the Government has not yet responded to the Audit report, the Committee has therefore not been in a position to assess whether it has responded appropriately to the Audit findings.    

4.186 The Committee recognises that in the right circumstances, PPPs can bring about improved financial efficiency in the delivery of public infrastructure together with the creation of consequential positive externalities.

4.187 The Committee is of the view that the Audit has been important and its findings should be considered further as part of a wider inquiry.  The Committee has not been in a position to progress an inquiry of this scale and scope.  

4.188 Accordingly, the Committee has suggested that the 9th ACT Legislative Assembly Standing Committee on Public Accounts should give due consideration to inquiring further into Auditor-General’s report No. 5 of 2016: Initiation of the Light Rail Project.
  
4.189 The Committee has made two specific recommendations in relation to its inquiry into Auditor-General’s report No. 5 of 2016: Initiation of the Light Rail Project.   

5 Auditor-General’s Report No. 6 of 2016: Management and administration of credit cards by ACT Government entities
Introduction and conduct of inquiry

5.190 Auditor-General’s Report No. 6 of 2016: Management and administration of credit cards by ACT Government entities (the Audit report) was presented to the ACT Legislative Assembly on 24 June 2016.

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

5.192 The Audit examined how ACT Government entities managed and administered credit cards.  Specifically, it:

...considered whether ACT Government entities had effective governance and control frameworks in place for the management and administration of credit card usage. This included assessing controls over the issuing of credit cards, how credit cards were used and the monitoring and review of the use of credit cards.

Terms of reference

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

Conduct of inquiry

5.194 On 6 September 2016, the Committee received a briefing from the Auditor-General in relation to the Audit report.

5.195 As noted earlier, under its resolution of appointment, the Committee examines all reports of the Auditor-General which have been presented to the Legislative Assembly. Specifically, its resolution of appointment requires the Committee to ‘inquire into and report’ on all reports of the Auditor-General which have been presented to the Assembly.

5.196 The Committee has established procedures for its examination of these reports pursuant to the Assembly resolution. In accordance with these procedures, the Committee resolved to conclude its consideration of the Audit report with a summary report.

5.197 The Committee considered the Chair’s draft report on 8 September 2016 which was adopted on 8 September 2016.

5.198 The Committee notes that without the Assembly resolution of 5 May 2016, its last opportunity to report for the 8th Assembly would have been during the August sitting.
    

Structure of report

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

· Introduction and conduct of inquiry

· Audit background and findings

· Committee comment

· Conclusion

Acknowledgements

5.200 The Committee thanks all those who contributed to its inquiry including the Auditor-General.

Audit background and findings

5.201 This section presents an overview of the background to, and key findings of, the Audit.

Audit background and objectives

5.202 The objective of the Audit was to provide:

...an independent opinion to the Legislative Assembly on the effectiveness of the management and administration of credit cards by ACT Government entities.

5.203 The Audit considered:

...the management and administration of credit cards by all 26 ACT Government entities. These include directorates, agencies and authorities, as well as specific business units where appropriate.

5.204 The Audit covered credit cards issued to ACT Government entities by the Government’s credit card provider—Westpac—since October 2013.

Audit conclusion(s)

5.205 The overall conclusion of the Audit was:

ACT Government entities have, on the whole, effective arrangements for managing and administering credit cards. However, some entities need to: improve their timeliness for acquitting credit card statements; better classify and describe goods and services purchased; maintain appropriate documentation to explain purchases (especially those for official hospitality); and collect tax invoices for reimbursements from the Australian Tax Office. The monitoring and review of the use of credit cards could also be improved through periodic validation of the issuing of cards.

Credit cards are being used for purchases of goods and services which appear to be available through the ACT Government’s whole‐of‐government purchasing arrangements. This presents a risk that the full benefits of these arrangements are not being realised. It is therefore important that any departure from using them is well documented. This is not occurring.

Opportunities to monitor the use of credit cards, through the Corporate Online service which provides timely transactional data or detailed reports on credit card use from Shared Services, are not being taken by all entities. Furthermore, acquittals could be undertaken more efficiently if paper‐based systems were replaced with an automated acquittal facility.

There would be merit in assessing credit and other cards as an accounts payable mechanism for widespread use, given the potential efficiencies for the ACT Government. The Australian and New South Wales governments have mandated the use of cards for this purpose. Adopting a similar approach would likely increase the use of cards; in that case it would be important to maintain strong controls over their management and administration to reduce the risks.

Audit findings

5.206 The Audit provided key findings to support its conclusions across each of the four audit themes—credit card use; issuing of credit cards; controls over credit card use; and monitoring and review of credit cards.  Further detail on these can be accessed from the Audit report.

Audit recommendations

5.207 The Audit made six recommendations—these are reproduced in full at Appendix D.  Table 2.1 provides a summary of the recommendations across the four audit themes.

	Audit theme
	Recommendation number and broad coverage

	1. Credit card use
	R1—Issue of ACT Government credit cards

	
	R2—Shared Services key performance indicators for credit card administration

	
	R3—Automated credit card acquittal facility

	2. Issuing of credit cards
	R4—ACT Government policy on use of cards

	3. Controls over credit card use
	R5—Credit card guidance and use

	4. Monitoring and review of credit cards
	R6—Data for monitoring and review


Table 2.1: Summary of Audit recommendations and broad coverage

Responses from entities

5.208 In developing the Audit report, the Auditor-General provided ACT Government entities the opportunity to comment on a draft report and a final proposed report.

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

5.210 The new approach for responding to performance audit reports is largely reflected in the Audit report.  According to the Audit report, all comments made on a draft proposed report for comment were considered by the Auditor-General and required changes were reflected in the report.

5.211 Although ACT Government entities were asked to provide comments for inclusion in the Audit report, Elections ACT was the only entity to do so. It advised that it in light of the Audit report findings it would review its financial instructions on credit card use in 2016–17 with a view to improving the guidance it provided. 

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

Committee comment

Credit cards do pose a corruption risk but they also provide accountability for expenditure by automatically generating an auditable record of payments made using them. Provided security is adequate, controls are in place and records are regularly checked and reconciled, credit cards can actually improve the accountability of some types of public expenditure.
 
5.213 Credit cards provide a transparent, flexible and efficient means for government officials to purchase goods and services to meet business needs.  However, this is accompanied by the potential risks of fraud and misuse, in the main, attributable to the ease with which credit cards can be used.  The importance of implementing robust entity controls with regard to usage should not be underestimated.  Furthermore, continued vigilance as it relates to appropriate use and strong controls is paramount to avoid any potential for complacency that may develop over time about following usage policies and procedures.      
5.214 The Audit examined whether ACT Government entities had effective governance and control frameworks in place for the management and administration of credit card usage. 

5.215 The Committee notes that the Audit found, on the whole, that entities had effective arrangements for managing and administering credit cards.
  
5.216 Notwithstanding, the Audit found that some entities needed to: (i) improve their timeliness for acquitting credit card statements; (ii) better classify and describe goods and services purchased; (iii) maintain appropriate documentation to explain purchases (especially, as they concern official hospitality); and (iv) collect tax invoices for reimbursements from the Australian Tax Office.
 
5.217 The Audit also identified system-level improvements with regard to governance and potential for harnessing efficiencies relating to credit card usage.  These included: (i) improving the monitoring and review of the use of credit cards through periodic validation of the issuing of cards; (ii) increasing the uptake by entities monitoring the use of credit cards, through the Corporate Online service which provides timely transactional data or detailed reports on credit card use from Shared Services; (iii) potential for acquittals to be undertaken more efficiently if paper‐based systems were replaced with an automated acquittal facility; and (iv) assessing the merits of using credit and other cards as an accounts payable mechanism for widespread use, given the potential efficiencies for the Government.
 
5.218 The Committee notes that the Australian and New South Wales governments have mandated the use of cards as an accounts payable mechanism on the basis of its potential efficiencies for the respective governments.  It is likely that such an approach would be accompanied by an increase in the use of cards and would thus necessitate increased vigilance with regard to controls to minimise the risks associated with any increased use of government credit cards.
 

5.219 In 2015 approximately $6.3 million was spent using ACT Government credit cards.
 While this represents a small percentage (less than 2 per cent) of overall ACT Government expenditure on goods and services, using credit cards can contribute to efficiencies in purchasing and making payments, when compared with other payment methods.  This can include lower administrative costs, opportunities for more effective oversight of expenditure and improved accountability of some types of public expenditure.  Equally important though is ensuring that robust controls are implemented as a means managing risks associated with ease of use.

Government response  

Response to audit findings and recommendations

5.220 The Audit made six recommendations aimed at: (i) fostering actions to progress the implementation of an automated credit card acquittal facility; (ii) encouraging an assessment of the merits of increasing the use of cards; and (iii) providing guidance on improving the management and administration of credit cards.

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

5.222 The Audit report was presented on 24 June 2016—pursuant to the new approach for responding to reports of the Auditor-General, a government response is due four months after presentation.
   

5.223 The Committee notes that the four month timeframe for the provision of the Government response will fall shortly after the 2016 General Election.

The Committee recommends that the ACT Government make available, by March 2017, its response to Auditor-General’s Report No. 6 of 2016: Management and administration of credit cards by ACT Government entities.

Government Guidelines for responding to reports of the Auditor-General 

5.224 The availability of the Government response to reports of the Auditor-General is critical to the Committee’s consideration of an audit report.  The Response allows the Committee to assess whether the Government has responded appropriately to the Auditor-General’s findings.  Ideally, provision of the Government response should occur as soon as practicable following the presentation of an Audit report.

5.225 The Committee notes that the Government’s Guidelines for responding to performance audit reports by the Auditor-General provide that a Government response is due four months after an audit report is presented.

5.226 The Committee also notes that in the current year—an election year—a number of performance audit reports were presented for which the due date for a Government response does not occur until after the commencement of the Caretaker period. The Convention that a Government should not make major policy decisions during this period that are likely to commit an incoming Government may impact on the Government’s response and may lead to a delay in the tabling of the Government’s response post the election.  For this reason, the Committee’s view is that, where practicable, Government responses to all performance audit reports presented in an election year should be tabled prior to the commencement of the Caretaker period. In light of this the Committee has made Recommendation 1, set out in the first chapter of this report, to address the Committee’s concerns in this area.

Progress on implementation of recommendations 

5.227 The Committee emphasises that it is the action taken by applicable agencies to implement audit recommendations that is all important in helping achieve better efficiency and improving accountability of the Government, not the recommendations per se.
The Committee recommends that the ACT Government report to the ACT Legislative Assembly by the last sitting day in August 2017, on the progress of its implementation of the recommendations made in Auditor-General’s Report No. 6 of 2016: Management and administration of credit cards by ACT Government entities, that have been accepted either in-whole or in-part.  This should include: (i) a summary of action to date, either completed or in progress (including milestones completed); and (ii) the proposed action (including timetable), for implementing recommendations (or parts thereof), where action has not yet commenced. 
Conclusion

5.228 The Committee acknowledges that credit cards provide a transparent, flexible and efficient means for government officials to purchase goods and services to meet business needs.  However, this is accompanied by the potential risks of fraud and misuse, in the main, attributable to the ease with which credit cards can be used.  
5.229 The Committee emphasises that the importance of implementing robust entity controls with regard to credit card usage should not be underestimated.  Furthermore, continued vigilance as it relates to appropriate use and strong controls is paramount to avoid any potential for complacency that may develop over time about complying with usage policies and procedures.      
5.230 The Committee notes that whilst the Audit found, on the whole, that entities had effective arrangements for managing and administering credit cards, it also found that some entities needed to improve various aspects of their management and administration of credit cards.
  The Audit also identified system-level improvements with regard to governance and potential for harnessing efficiencies relating to credit card usage.
  
5.231 Accordingly, the Committee considers that the Audit’s independent examination of the effectiveness of the management and administration of credit cards by government entities has therefore been important.

5.232 The Committee has made two specific recommendations in relation to its inquiry into Auditor-General’s report No. 6 of 2016: Management and administration of credit cards by ACT Government entities.   
6 Conclusion
6.233 As set out in each of the specific chapters of this consolidated report, the Committee has noted that each of the audits examined have been important.

6.234 The Committee has carefully considered each audit report and provided its comments and, where applicable, associated recommendations.    

6.235 In summary, the Committee has made:

· one general recommendation arising from its inquiries into the selected reports [Chapter 1];

· two recommendations in relation to its inquiry into Auditor-General’s report No. 3 of 2016: ACT Policing Arrangement [Chapter 2]; 

· two recommendations in relation to its inquiry into Auditor-General’s report No. 4 of 2016: The Management of the Financial Arrangements for the Delivery of the Loose-fill Asbestos (Mr Fluffy) Insulation Eradication Scheme [Chapter 3];

· two recommendations in relation to its inquiry into Auditor-General’s report No. 5 of 2016: Initiation of the Light Rail Project [Chapter 4]; and

· two recommendations in relation to its inquiry into Auditor-General’s report No. 6 of 2016: Management and administration of credit cards by ACT Government entities [Chapter 5].

6.236 Again, the Committee thanks all those who contributed to its inquiries including the Auditor-General. 

Nicole Lawder MLA

Chair

8 September 2016

Appendix A Summary of Audit Report recommendations—ACT Policing Arrangement
Recommendation 1—Memorandums of understanding

The Justice and Community Safety Directorate should initiate action to develop, with ACT Policing, a system that provides the Justice and Community Safety Directorate with an increased awareness of all Memorandums of Understanding that ACT Policing has entered into with other organisations.
Recommendation 2—Articulation of Justice and Community Safety Directorate role

The Justice and Community Safety Directorate should, with ACT Policing, define the directorate’s role and responsibilities, including in relation to strategic police policy development, in future Policing Arrangements and Purchase Agreements. This should be commensurate with the details currently included regarding ACT Policing’s role and responsibilities.

Recommendation 3—Justice and Community Safety Directorate risk management

The Justice and Community Safety Directorate should develop a risk management plan for its management of the Policing Arrangement and associated Policing Agreement. The risk management plan should include risks associated with negotiating each Policing Arrangement and Purchase Agreement and the risks to the Justice and Community Safety Directorate and ACT Government in their implementation.

Recommendation 4—Assessment of the Policing Arrangement

The Justice and Community Safety Directorate should undertake a formal evaluation of the Policing Arrangement and the Purchase Agreement, against their objectives, when negotiating new Arrangements and Agreements.

Recommendation 5—Terms of Policing Arrangement and Purchase Agreements

The Justice and Community Safety Directorate should, in consultation with ACT Policing, assess the merits of increasing the length of the Policing Arrangement and the Purchase Agreements
Appendix B Summary of legislation and agreements for the provision of policing in the ACT
	Legislation
	The Australian Federal Police Act (Cwth) gives ‘effect to the Government’s policy to create a single Australian Federal Police and incorporate into it the existing Commonwealth and Australian Capital Territory Police Forces’.  Section 8 of the Act sets out the ‘functions’ of the AFP including: (a) the provision of police services in relation to the ACT.

	The ACT (Self-Government) Act 1988 (Cwth) established the ACT as a ‘body politic’ under the Crown.  In 1988 the Self-Government Act and the AFP Act were amended to provide that, subject to an arrangement being made between the ACT and Commonwealth Governments, the AFP would continue to provide police services in the ACT, including community policing.

	The Financial Management Act 1996 (Cwth) and the Public Governance, Performance and Accountability Act 2013 (Cwth) provide frameworks for the ACT and Australian public services which ensure good financial governance and accountability.


	The Policing Arrangement
	‘The ACT Policing Arrangement is an arrangement, in the nature of an intergovernmental agreement, between the relevant Commonwealth Minister and the ACT for the provision of police services to the ACT’.  The current Policing Arrangement was signed in June 2016 and is in force for 12 months. The Policing Arrangement establishes the enabling framework for the provision, by the AFP, of ‘a high quality policing service to the ACT’.
 The Policing Arrangement includes provisions regarding the objectives of the Agreement; the provision of services; the allocation of resources; the treatment of revenue by ACT Policing; the role of the Chief Police Officer; reporting; financial statements; and dispute resolution etc.


	The Annual Purchase Agreement
	The Purchase Agreement as agreed annually by the Minister with responsibility for policing, Commissioner and Chief Police Officer details the ‘goods and services purchased by the Territory from the AFP’; the ‘agreed price for those services payable by the Territory to the AFP’; and ‘performance reporting by the AFP’.
 The 2016-2017 Purchase Agreement include provisions relating to its overall purpose and scope; Ministerial Directions and obligations for ACT Policing in supporting ACT Government strategies; the total price payable for services; FTE number of ACT Policing to be maintained; performance measures and reporting etc.
 The Agreement includes provisions that allow variations to the Agreement.


Appendix C Summary of Audit Report recommendations—Initiation of the Light Rail project
The Audit report recommendations are reproduced in full following.
Recommendation 1—Project Controls Procedure

The Capital Metro Agency (the Transport Canberra and City Services Directorate as of 1 July 2016) should develop and implement a Project Controls Procedure to assist in managing project activities in accordance with the Project Plan and its objectives.

Recommendation 2—External Reviews

The Capital Metro Agency (the Transport Canberra and City Services Directorate as of 1 July 2016) should design independent external reviews of the Capital Metro Light Rail Project so that:

a) objectives are defined;

b) appropriately qualified subject matter experts conduct the reviews;

c) sufficient time is allowed for their conduct; and

d) documentation is thorough.

Recommendation 3—Public Reporting of Capital Metro Light Rail Costs

The Capital Metro Agency (the Transport Canberra and City Services Directorate as of 1 July 2016) should accurately and transparently report the actual costs of delivering the Capital Metro Light Rail Project. This should include:

a) public reporting of actual costs compared to published budgets for the Capital Light Rail Project in annual reports of the Transport Canberra and City Services Directorate;

b) availability payments made to the PPP consortium; and

c) Capital Metro Agency costs associated with managing the PPP consortium during the construction of the Capital Metro light rail and for the ongoing operation of the Capital Metro light rail.

Recommendation 4—Benefits Management (High Priority)

The Chief Minister, Treasury and Economic Development Directorate should, as a priority, take a lead role in implementing benefits management, including developing a whole‐of‐government Benefits Realisation Plan and associated documentation. This plan should identify and document the benefits to be realised by the project, their timing, ownership, critical dependencies for the achievement of the benefits and associated key performance indicators.

Appendix D Summary of Audit Report recommendations—Management and Administration of credit cards by ACT Government entities
The Audit report recommendations are reproduced in full following.
Recommendation 1—Issue of ACT Government credit cards

ACT Government entities should regularly, and at least annually, review the allocation of ACT Government credit cards and determine if cards not being used should be rescinded.

Recommendation 2—Shared Services key performance indicators for credit card administration

Shared Services, in consultation with ACT Government entities, should amend the Services Partnership Agreement key performance indicators so that they are measurable and relevant to its activities for administering credit cards on behalf of ACT Government entities.

Recommendation 3—Automated credit card acquittal facility

Shared Services should progress actions to advance the implementation of an automated credit card acquittal facility for the administration of credit cards.

Recommendation 4—ACT Government policy on use of cards

The Chief Minister, Treasury and Economic Development Directorate should assess the merits, or otherwise, of using cards as a key accounts payable mechanism for goods and services and, if appropriate, provide whole‐of‐government direction including specifying controls to manage associated risks.

Recommendation 5—Credit card guidance and use

All ACT Government entities should provide guidance on credit card management and administration for all supporting controls. However particular attention needs to be given to guidance on:

a) tax invoices, especially explaining the need for these to be obtained for all transactions over $82.50 (GST Inclusive) and defining what constitutes a tax invoice;

b) appropriate retention of documentation to demonstrate appropriate use; and

c) the use of whole‐of‐government purchasing arrangements, including the need for documentation to demonstrate any departures from the arrangements.

Recommendation 6—Data for monitoring and review

All ACT Government entities should investigate opportunities to:

a) access Corporate Online for the purpose of obtaining detailed transactional data on credit card use within the entity; or

b) receive reports from Shared Services with respect to credit card use within the entity; and

c) use transactional data, or reports from Shared Services, to review and evaluate the use of credit cards within the entity, including the ongoing appropriateness of the issue of credit cards to staff and any opportunities for improvement with respect to the efficient and effective management of credit cards in the entity.

Policing services in the ACT are provided through an overarching Policing Arrangement and associated annual Purchase Agreement





��


Five year Policing Arrangement


In the form of an intergovernmental agreement provides for the provision of policing services to the ACT—an agreement between two jurisdictions to pursue a mutually agreed outcome.


[noting the current arrangement for the period 2016–17 is 12 months] 


��


Associated annual Purchase Agreement


In the form of a services agreement sets out the outcomes to be achieved, KPIs and costs for providing the services.  It specifies output classes including all the goods and services to be purchased by the ACT Government from the AFP through the direct police budget appropriation.  
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