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Resolution of appointment

The Legislative Assembly for the ACT appointed the Standing Committee on Public Accounts on 13 December 2016.

Specifically the resolution of 13 December 2016 establishing the Standing Committees of the Ninth Assembly, as it relates to the Public Accounts Committee states:
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 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.
Terms of reference

Inquire into the 2015–2016 annual and financial reports of government directorates and agencies as listed at paragraph 1.2 according to the schedule determined by the ACT Legislative Assembly.
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Recommendations

Recommendation 1
1.22
The Committee recommends that the Standing Committee on Administration and Procedure, with appropriate input from Committee Chairs, examine the Assembly Resolution of 13 December 2016 establishing standing committees with a view to proposing amendments to assist in a balanced allocation of annual report examination responsibilities, particularly between the Standing Committees on Public Accounts and Economic Development and Tourism.
Recommendation 2
2.9
The Committee recommends that ACT Government directorates and agencies should ensure complete reporting with all compliance requirements as specified in the Annual Report Directions.
Recommendation 3
3.30
The Committee recommends that the next annual report compiled by Shared Services for inclusion in CMTEDD’s annual report provide details of the progress being made to encourage and support provision of ICT services to the ACT Public Service by ACT ICT contractors, within the parameters and requirements of procurement policy.
Recommendation 4
3.40
The Committee recommends that Icon Water prepare a strategic plan for the Murrumbidgee to Googong pipeline and publish that plan on its website, and in its next annual report.
Recommendation 5
4.22
The Committee recommends that the Auditor-General Act 1996 be amended to reinstate appointment provisions for the Auditor-General as recommended by the 2016 Strategic Review of the Auditor-General and subsequently by the Public Accounts Committee in its 2016 Report.



1 Introduction

1.1 On 16 February 2017, the 2015–2016 annual and financial reports of all government agencies were referred to the relevant standing committees of the Legislative Assembly for the ACT.

1.2 The annual and financial reports for 2015–2016, or parts of those reports, referred to the Standing Committee on Public Accounts (the Committee) were:

· ACT Insurance Authority
· Icon Water Limited

· Independent Competition and Regulatory Commission

· Lifetime Care and Support Fund

· Office of the Nominal Defendant (annexed report)
· Shared Services

· Superannuation Provision Account

· Territory Banking Account
· ACT Auditor-General’s Office 
· ACT Ombudsman

Conduct of inquiry

1.3 The Committee held public hearings on 27 and 28 February and 3 March 2017.  At these hearings the Committee heard from one Minister – in this case, the Treasurer - accompanying directorate and agency officers, and members of governing boards.  The Committee also heard from two Officers of the Legislative Assembly: the ACT Auditor-General and the ACT Ombudsman, as well as the Office of the Legislative Assembly.  Witnesses who appeared before the Committee are listed at Appendix A.

1.4 The Committee met on 3 May and 9 May 2017 to discuss the Chair’s draft report which was adopted as the Committee report on 9 May 2017.

Questions taken on notice

1.5 At the Committee’s public hearings, and following the hearings by way of Members’ supplementary questions, 62 questions (some with multiple parts) were taken on notice.  The following table summarises these questions by portfolio.

Table 1.1—Summary of questions taken on notice by portfolio

	Portfolio
	Questions Taken on Notice
	Supplementary Questions

	Treasury
	7
	11

	ACT Insurance Authority
	1
	4

	Icon Water Limited
	8
	12

	Independent Competition and Regulatory Commission
	0
	4

	ACT Ombudsman 
	1
	2

	ACT Auditor-General
	0
	1

	Office of the Legislative Assembly
	4
	7


1.6 Further detail on these questions is set out under the relevant portfolio (and equivalent) section in each section of the report. 

1.7 The Committee thanks directorates and agencies for providing their responses to questions taken on notice at its public hearings.  This information assisted the Committee in its understanding of the issues considered during the inquiry. Answers to questions taken on notice at hearings and supplementary questions following hearings are on the Committee website at http://www.parliament.act.gov.au/in-committees/standing-committees-current-assembly/standing-committee-on-public-accounts/1-inquiry-name
Acknowledgements

1.8 The Committee thanks Mr Barr MLA, in his capacity as ACT Treasurer, as the sole Minister appearing before the Committee.  The Committee also thanks accompanying directorate and agency officers, and members of governing boards, who assisted the Committee during the course of its inquiry by appearing before it to give evidence and/or providing additional information.

1.9 The Committee also thanks the Speaker of the Legislative Assembly, Ms Joy Burch MLA, the ACT Auditor-General, Dr Maxine Cooper and the Acting ACT Ombudsman, Mr Richard Glenn, together with their officers for the assistance provided at hearings and following  hearings in providing information to the Committee.

1.10 Full transcripts of the Committee’s public hearings are available on the Legislative Assembly website at http://www.hansard.act.gov.au/hansard/2017/comms/default.htm#public
Annual reporting requirements
1.11 The Annual Reports (Government Agencies) Act 2004 sets the framework for annual reporting across the ACT public sector.  In accordance with the Annual Reports (Government Agencies) Act 2004, the Annual Reports Directions (the Directions) are issued annually to provide detail of agency reporting requirements.

1.12 As specified in the Directions, annual reports are ‘reports from agency heads to their responsible Minister, the Legislative Assembly and the public’. Annual reports enable agencies to provide an account of their performance, through Ministers, to the Legislative Assembly and the wider community.
 

1.13 The Directions state that an effective annual report will:

· provide clear information about the agency’s purpose, priorities, outputs and achievements;

· focus on results and outcomes ‐ communicate the success or shortfalls of the agency’s activities in pursuing government objectives in the reporting year, while accounting for the resources used in the process and explaining changes in performance over time;

· discuss results against expectations ‐ provide sufficient information and analysis for the Legislative Assembly and community to make a fully informed judgment on agency’s performance;

· clearly identify any changes to structures or functions of the agency in the reporting period;

· report on agency financial and operational performance and clearly link this with budgeted priorities and financial projections as set out in annual Budget Estimate Papers and the agency Statement of Intent and Corporate Plan;

· provide performance information that is complete and informative, linking costs and results to provide evidence of value for money;

· discuss risks and environmental factors affecting the agency’s ability to achieve objectives including any strategies employed to manage these factors, and forecast future needs and expectations;

· recognise the diverse needs and backgrounds of stakeholder groups and present information in a manner that is useful to the maximum number of users while maintaining a suitable level of detail; and

· comply with legislative reporting requirements including the Annual Reports (Government Agencies) Act 2004 and the Annual Report Directions.
 

1.14 Annual reports are public documents and available for use by all stakeholders and provide a valuable tool for public reporting and for accountability and transparency.

Timing and presentation of reports

1.15 The Directions for 2015 required annual reports to be presented to the responsible Minister before the close of business on Tuesday 6 October 2016. Unless an extension of time was granted under section 14 of the Act, annual reports were required to be given to the Speaker’s Office by the close of business on Tuesday 13 October 2016.

1.16 All reports examined by the Committee were presented to the Speaker by the required date.

Allocation of Reports to Committees

1.17 This is the first set of annual report hearings held since the establishment and appointment by the Assembly of the Standing Committee on Economic Development and Tourism (EDT).  The Committee notes that the 13 December 2016 resolution that established standing committees allocated responsibilities to the new EDT Committee that in previous Assemblies had belonged to the PAC. The PAC understands that this was, to some degree, directed at lessening the considerable workload carried by the PAC in previous Assemblies.

1.18 The resolution establishing the PAC in the current Assembly provided that the Committee would, in practical terms, have few annual reports to review compared to the newly established EDT Committee.  Under the terms of the resolution, the PAC was to be responsible for reviewing and reporting on three annual reports: the Office of the Legislative Assembly of the ACT, the ACT Ombudsman and the Auditor-General of the ACT. 

1.19 The Chair of the EDT Committee wrote to the PAC Committee Chair, consulted with other Committee Chairs and the Manager of Government Business regarding this matter.  Following this consultation, it was agreed that there should be a more appropriate distribution of responsibilities to provide for the PAC to include in its responsibilities the review and report on annual reports which fell outside the purview of the EDT Committee, and – for sound accountability reasons –should fall within the purview of the PAC.  These include eight annual reports set out in the 16 February 2017 resolution referring annual reports to committees, and which are listed in paragraph 1.3.

1.20 The PAC, having held its hearings in accordance with the 16 February 2017 motion of reference, considers that the reports examined by the PAC represented a reasonable allocation of annual report responsibilities between the two committees.  However, the Committee draws the Assembly’s attention to the fact the annual reports considered by PAC and the EDT Committee do not precisely coincide with the responsibilities set out in the motion establishing standing committees of 13 December 2016.

1.21 The PAC considers that, following the examination of annual reports pursuant to the 16 February 2017 resolution, there should ideally now be an assessment of the workability of the allocation of PAC and EDT committee responsibilities under the Assembly resolution of 13 December 2016.  This can determine whether an appropriate allocation of responsibility of agencies to each has been made.  Any such assessment can determine whether the matters raised require amendment of the 13 December 2016 resolution.  The PAC considers this is an assessment appropriately made by the Standing Committee on Administration and Procedure and recommends accordingly.
The Committee recommends that the Standing Committee on Administration and Procedure, with appropriate input from Committee Chairs, examine the Assembly Resolution of 13 December 2016 establishing standing committees with a view to proposing amendments to assist in a balanced allocation of annual report examination responsibilities, particularly between the Standing Committees on Public Accounts and Economic Development and Tourism.

2 Compliance with annual report directions 
Compliance with Annual Report Directions 2015–2016

2.23 The Directions state:

Compliance with the Annual Report Directions is compulsory for all reporting entities. However, not all requirements are relevant or applicable to all entities given the nature of their operations. In circumstances where an entity determines that a reporting requirement is not applicable, an explanation detailing the reasons for the omission must be included in the Annual Report.

2.24 Further, in the case of the Auditor-General, the applicable enabling legislation
 states:

7A Reports for Annual Reports (Government Agencies) Act 2004

If the auditor-general considers that compliance with the Annual Reports (Government Agencies) Act 2004 would prejudice the auditor-general’s independence, the auditor-general is not required to comply with that Act to that extent.

Compliance audit

2.25 Annual reports of all reporting entities are audited by the Auditor-General to assess compliance with the Annual Report Directions. A summary of key aspects of these compliance requirements are set out below.

Auditor-General’s Compliance Audit on Timeliness of Annual Reports 2015-2016
2.26 The Directions require agencies to place their annual reports on the relevant internet site on the same day that their annual reports are tabled in the Legislative Assembly. The Auditor‐General’s Office monitors compliance with this timing requirement.

2.27 The Committee notes the Auditor‐General’s finding that, in 2015–2016:

· The overall quality of financial statements and statements of performance submitted to the Audit Office by reporting agencies during the 2015‐16 financial audit program remained high. 

· Compliance by reporting agencies with the whole‐of‐government reporting timetable for providing their financial statements and statements of performance to the Audit Office was high. In the few cases where the timetable was not complied with, the financial statements and statements of performance were submitted shortly after the due date.

2.28 In addition, the Auditor-General’s report notes that:
· The overall quality of financial statements submitted to the Audit Office by reporting agencies remained high in 2015‐16. 3.6 The percentage of reporting agencies that complied with the whole‐of‐government reporting timetable for providing their financial statements to the Audit Office for audit decreased from 92 percent (33 of 36) in 2014‐15 to 73 percent (22 of 305 ) in 2015‐16.   

· This decrease is largely due to 20 percent (six of 30) of the agencies submitting their financial statements to the Audit Office a few days after the due date. Seven percent (two of 30) submitted their financial statements around two weeks after the due date. 

· The overall quality of statements of performance submitted to the Audit Office by reporting agencies for review in 2015‐16 remained high. The percentage of statements of performance that were rated by the Audit Office as satisfactory or good was 81 percent (21 of 26) in 2015‐16 compared to 80 percent (24 of 30) in 2014‐15.

· Compliance by reporting agencies with the whole‐of‐government reporting timetable for providing their statements of performance to the Audit Office for review remained high in 2015‐16 as 84 percent (21 of 256 ) provided their statements of performance to the Audit Office on time. It was 85 percent (22 of 26) in 2014-15.

·  In 2015‐16, 15 percent (four of 26) of the reporting agencies did not comply with the whole‐of‐government reporting timetable. 12 percent (three of 26) submitted their statement of performance to the Audit Office within one week after the due date and four percent (one of 26) submitted their statement of performance around three weeks after the due date.

Committee Comment

2.29 The Auditor-General’s report on timeliness on The Committee notes that the Audit Office informs each agency of areas where their statements of performance could be improved and urges agencies to address these deficiencies for the 2015–2016 reporting period.

2.30 The Committee is of the view that there may be room for improvement by some agencies.  The Committee notes that, for ideal accountability, statements of performance provide information on a range of non‐financial aspects of performance.

The Committee recommends that ACT Government directorates and agencies should ensure complete reporting with all compliance requirements as specified in the Annual Report Directions.

3 Specific issues arising from annual reports

Chief Minister, Treasury and Economic Development Directorate (CMTEDD)

3.32 The Committee heard from the Treasurer, Mr Barr MLA and officials of agencies referred to the Committee on 27 February 2017.

3.33 In particular, the Committee considered the areas dealt with in the raised by the Annual Report for the Minister’s portfolio  (CMTEDD ) as follows:

ACT Compulsory Third Party(CTP) Insurance Regulator
3.34 The Committee sought up-to-date details on the administration and development of the CTP regulation process and its implementation during its hearings.  Questions on this area also included questions regarding the Lifetime Care and Support Fund.

3.35 The Committee was advised that the pricing structure of the CTP scheme in the ACT reflected the changes made to the scheme: 

The introduction of the lifetime care and support scheme, which essentially took a certain segment of crashes out of the CTP system, has also led to a repricing. Essentially, the most significant end of the risk spectrum is now covered with a broad-based, no fault scheme rather than the CTP scheme, which obviously required litigation to prove fault and to lead to a damages award. That has seen insurers reprice their product. I think that will continue to happen in the future as that scheme plays out.

3.36 In relation to the increase on comparatively higher current costs of CTP in the ACT, the Treasure told the Committee that:

The fundamental drivers of the increase, the much higher costs in the territory, are the design of the scheme—particularly the highly legalised process associated with finding fault. So a no-fault scheme that moved beyond the elements of litigation that are currently a major feature of our scheme would enable the system to deliver similar levels of benefits to injured people. In effect, you would be redistributing the plaintiff lawyers’ costs, which are, in the latest indication, a bigger cost driver than medical expenses. So, more money is spent on lawyers than on helping people who are injured in motor vehicle accidents to heal. That tells you something about why our scheme is so high cost.

3.37 A comparison of CTP premiums in the ACT and other jurisdictions was provided to the Committee in answer to a question taken on notice at hearing, in which the Treasurer provided detail of total CTP premium for Class 1 passenger vehicles, with NSW the highest premium (at $674.79), and the ACT is second highest (at $585.90).
3.38 In answer to further Committee supplementary questions on notice regarding the relatively high level of the ACT CTP premium, the Committee was advised that amongst reasons for ACT CTP premiums being expensive, are:
· The ACT CTP premiums are higher than for most other States due to the design of the CTP scheme which provides the most generous benefits structure in Australia.

· The ACT CTP scheme is an at-fault, Common Law based system with settlement of claims predominantly made through the courts system.

3.39 The Committee was provided with a description of other aspects of the ACT scheme, including:

· An early payment of up to $5000 for treatment and medical expenses without the ned to lodge a full claim, with benefits payable regardless of who is at-fault.

· A large part of the relatively high premiums can be attributed to the ACT scheme design, which has no threshold for Non-economic loss, nor caps on benefits resulting in unfettered access to common law damages.

· Common Law based decisions for damages, compared to defined benefits, which results in an inefficient scheme given that a high proportion of scheme payments are diverted to legal fees and investigation costs, rather than to the direct benefit of injured claimants.

3.40 The Committee was also advised that, in assessing community and consumer knowledge of the current CTP scheme, a quiz type survey of some 1,600 motorists was undertaken during the year.  The Committee was advised of the nature and extent of the survey 
The reason why we did the quiz was that we very much wanted to get a feeling from motorists of what they did understand about the scheme. The majority of people actually got about three to five questions incorrect. The areas where we found there were knowledge gaps were in relation to the fact that people had to prove fault. They thought if they had an accident they were covered. Another area where there was definitely a lack of information from motorists was what was actually covered by a CTP scheme. You had a number of people actually thinking that property damage was covered by CTP—be it their or if they hit a building or something along those lines—that property damage was covered as well. 
They were two of the big findings. People also did not realise the cost of our scheme compared to other jurisdictions. They did not particularly understand lifetime care and the interplay between CTP and lifetime care and they also did not realise that non-economic loss payments, which a lot of people think of as impairment payments, are actually the highest paid out by the scheme, with legal costs closely following that.

3.41 The Committee asked for and was provided with detail of the CTP Quiz, its formulation and how it was administered and details of the Quiz results and of subsequent steps taken by the CTP Regulator to utilize the survey results.  The Committee was advised that, given the apparent lack of awareness about the ACT CTP scheme shown by Quiz respondents, responses included:

· Action was taken to improve the awareness and understanding of motorists of the ACT CTP scheme.

· Responses by the Regulator specifically included placing two information documents on the ACT CTP website which gave detail on those covered, benefits, determination and calculation of premiums and what happens to premium funds; and, a schematic diagram to show different types of personal and property motor vehicle insurance.

3.42 In relation to the Lifetime Care and Support Fund, the Committee sought details of its coverage, and the basis for its implementation.

3.43 Advice the Committee received was to the effect that:

It has to be as a result of a motor vehicle accident. One of the vehicles has to have CTP cover or deemed CTP cover, which means something that a nominal defendant would traditionally cover. If you do have a motor vehicle involved, then it is everybody then covered, be it the driver, passengers, if a pedestrian was hit. In fact, two of our participants had the role of a pedestrian.
The scheme has a limited scope in that it has to be as a result of a motor vehicle accident. One of the vehicles has to have CTP cover or deemed CTP cover, a claim a nominal defendant would usually cover. Claimants figures to date were given as an actuarially  estimated number of 4.5 in a year, with the ACT having five in the first year of the scheme 

3.44 In terms of the nature of the Fund scheme support, the Committee sought advice on the extent of coverage provided, and considers it important to note this advice
It is purely treatment and care. It is on an ongoing basis across someone’s life. One of the key reasons for the scheme is that, if you have got this type of injury, it is very hard to predict across the life of an individual what supports they will actually need. When you are talking about common law, you have got discounts applied so then it depends on how well a person has invested. There are a lot of factors why lump sums are not particularly good for this type of injury. The way it works is on an ongoing basis.

3.45 The connection between case management under the Fund scheme and the National Disability Insurance Scheme (NDIS), which is designed to cater for people with a catastrophic injury, was illustrated as:

Just as a bit of further background, all jurisdictions, when the NDIS was set up, agreed to look into establishing four companion schemes to deal with essentially catastrophic injuries caused by certain events. The agreements between the Commonwealth and the states and territories were that essentially if we did not have those schemes up and running the jurisdiction would bear those NDIS-like costs for the people who were injured and with those results.

3.46 In answer to supplementary questions from the Committee regarding the level of funding of the LTCS, the Treasure provided further detail of LTCS funding since its establishment in 2014:

· 2014-15
$9.666 million

· 2015-16
$9.522 million

3.47 The Treasurer also advised the Committee the LTCS Commissioner is required to determine an amount to be contributed to the LTCS fund each financial year estimated to fully fund the present and likely future liabilities of the LTCS Commissioner in relation to people who became participants in the scheme because of motor injuries suffered during the financial year.

ACT Insurance Authority (ACTIA)

3.48 The Committee was advised by ACTIA of the current reinsurance mechanism used in relation to the ACT’s insurance liability.  Advice was that the scheme operated as follows:

So we have reinsurance arrangements that we place in the Australian and London markets. The program consists of a medical negligence program, a property damage program, a liability program, the directors and officers, and some other, smaller placements that are to do with corporate travel, some aviation cover, things like that that are smaller policies. The process for accessing a reinsurance program, they are organisations generally that have access to significant amounts of capital. In the Australian market they are the usual range of large insurers that you can imagine. 
In the London market they are generally Lloyds-syndicated insurers. We engage Marsh as our broker services provider. As an international broker they have access to markets overseas. We develop with them a program that is then considered by the advisory board, recommended to the Under Treasurer and to the Treasurer and approve that program and its structure. Then we basically market that program to a whole range of insurers who then provide us with pricing of various layers and components of that reinsurance program.

3.49 In relation to the medical insurance cover provided to ACT Health agencies by ACTIA, the remarketing of some medical and general liability has led to savings of some $.3.3 million per year.  ACTIA told the Committee that:
Progressively over time for the past five years we have been able to secure that reinsurance cover for savings of millions. Five or six years ago I think our spend was about $12 million; this year I think it is about $6 million. I would have to look at the numbers. We have made some considerable savings in our reinsurance costs in recent years, and that comes from that remarketing, and from the market also. It is not just because of the great work that we do. A lot of it is about the market as well. The price of that capital and the competition in the market, like any supply and demand equation, it drives the price down.

3.50 ACTIA has in place an Advisory Board which acts to advise it.  The Committee asked how the Advisory Board worked and what its current role is, and were told:

They are an advisory board. It is ultimately up to the government to make the decision. We seek advice from them as to structuring the program, how we engage with the market, and the pricing, to the extent with their knowledge they know what the current pricing conditions are. My discussions with the board on this issue have been that they think we are doing the right thing and doing a relatively good job.

Shared Services
Next-gen Desktop program
3.51 The Committee sought advice on several matters from Shared Services, principally relating to roll-out of new services. The Committee was told that, in relation to the Next-Gen desktop environment:

It is really having a look at what is the best way of delivering that desktop environment to all of our 22,000 public servants that we have. What is the most cost-effective way? How do we utilise the cloud functionality that is coming across now? It is looking at all of those different services and how we can package it up and deliver that next level, noting that Microsoft are moving very quickly with their upgrades.

3.52 The Committee was also told that the current operating platform, which is a 23-year program is planned for roll-out later this year, at a cost of $8.46 million over four years as full project cost.

Wi-fi for Schools
3.53 The Committee sought advice on the schools wi-fi services and was advised that

There has been a project over the past few years to implement wi-fi into schools. We have recently concluded the high schools and are now nearing the end of the primary school program, ahead of schedule, which is pleasing to see. We have around 87 schools across the territory hooked up so far. We have had a few hiccups along the way because the different architectures in some of the schools, as in the physical layout of the school, make it a little tricky to cookie-cutter the design. That is what we have been doing over the past couple of years, and 87 schools are now hooked up for wi-fi.
 
Access to self-serve payroll system
3.54 The Committee observed that the CMTEDD annual report noted that 87 per cent of government employees have access to the self-serve payroll system managed by Shared Services.  In answer to a question as to why that figure was not 100 per cent, advice was that 
There are a number of organisations and ACT agencies that do not run on Chris21 and HR21. We are in the process of transitioning some over. ACTION buses are going through that process at the moment. We are starting to transition them over from Orion, which was an older legacy system, onto a newer system. The intent is to get as many as we can onto that system. But we are still working through those legacy systems and the transition going through with transition of the data and the other processes going through. We are striving to get to that 100 per cent, if it is achievable.

3.55 In relation to a question regarding whether ACTION may prove a particular difficulty in achieving the goal of 100 per cent coverage, the Committee was told that 
By the end of the year we are hoping to have ACTION buses and the majority of those folks 100 per cent over onto Chris21 and HR21, which is a standard Shared Services system By the end of the year we are hoping to have ACTION buses and the majority of those folks 100 per cent over onto Chris21 and HR21, which is a standard Shared Services system.

Value of ICT work undertaken by ACT providers to supply the ACT public service
3.56 The Treasurer agreed to take a Committee question of what local ICT providers did work in support of ACT PS contracts. on notice.  In reply, the Minister advised the Committee that the total value of work undertaken by local providers within the timeframe requested could not readily be provided, as the Territory’s Financial Management Information System does not specifically identify local area and non-local area suppliers.  In addition, the Treasurer advised that to identify and isolate that information would require ‘significant manual processes to be undertaken’ from several sources to verify the information obtained’.

3.57 However, further advice provided in answer to the Committee was that, in relation to ICT contracting, the approach being developed within Shared Services (and more widely) was detailed in these words:

The other thing in the ICT space is that our chief digital officer is working on a few smaller local demonstration projects where we can put some seed funding out there to local developers to develop up essentially their good ideas using our data or our requirements. Unfortunately, he is not here, but he might be able to give you much more information on those projects. It is another way we can stimulate the local IT industry.

3.58 In this regard, the Committee notes the Treasurer’s specific advice that, while provision of accurate and detailed advice differentiating the total value of work undertaken by ICT providers coming within the categories of ‘local area and non-local area providers’, Shared Services advised the number of contractors providing ICT services to ACT Directorates totals 152 as at March 2017.

Committee Comment – CMTEDD 

3.59 The Committee has provided details and, where it will offer assistance, quotes from the Treasurer on programs covered by the 2015-16 annual report of CMTEDD and agencies.  While the Committee does not have any specific comment to make on any of the programs dealt with here, it does note that Shared Services has in place some early-stage arrangements to support and utilize ACT local ICT contractors and suppliers.

3.60 The Committee anticipates that the programs in place to encourage and provide support ACT ICT contractors will progress in the coming year.

The Committee recommends that the next annual report compiled by Shared Services for inclusion in CMTEDD’s annual report provide details of the progress being made to encourage and support provision of ICT services to the ACT Public Service by ACT ICT contractors, within the parameters and requirements of procurement policy.
Superannuation Provision Account
3.62 The Superannuation Provision Account (SPA) is a banking account established to recognise the investment assets and defined benefit employer superannuation liabilities of the ACT.

3.63 During discussions with the SPA administrator, the Committee was told that the SPA performance against Principles for Responsible Investment (PRI) rating for the SPA were considered to be good.  The PRIs were described as follows:
…..essentially there are six principles for the PRI, which basically incorporate environmental, social and governance issues into our investment analysis. We look to appropriate disclosure of our investments, we are going to be active owners, and we report on our activities. That is the broad thrust of the principles. With that in mind, the government has developed a pretty thorough responsible investment policy over the years. It has been a fairly regular topic in these hearings, and over each year we have been improving on what we have been doing. What does the PRI do? It has been a voluntary process where people sign up to the PRI. It is all about transparency. If you want to sign up to something, they are saying that you should report on what you are actually doing. Each year they put out an assessment survey request. There are a number of questions we have to fill in about how we are actually incorporating these sorts of principles, the extent to which we are actually implementing them. A lot of people sign up to these things and there is a lot of talk about what they do, but they are also trying to measure actual implementation activity.

3.64 In relation to the SPA, the Committee also sought details of why the indicated net cost of services for 2015-16 in the SPA was $215 million higher than the Budget estimate.

3.65  The Committee sought detail on this matter by way of a question on notice, due to the considerable difference in figures year-on-year.  In answer, the Treasurer provided the Committee with a table showing details of the Variance Reconciliation between the 2016 Budget Estimates and 2016 Actual Outcome for the Account.  Explanatory advice which accompanied the table stated:
Net investment revenue for the 2015-16 financial year of $96.2 million (an investment return of 2.7 per cent), was $159.9 million or 62 per cent below the original budget estimate of $256.1 million. Investment returns for the 2015-16 financial year were low due to significant investment market volatility over the financial year with very low to negative returns on global share markets.

Icon Water Limited

3.66 Icon Water Limited (Icon Water) is an unlisted public company with assets and investments in water, sewerage and energy services and operations. Icon Water is owned by the ACT Government. The company’s voting shareholders are the Chief Minister and the Deputy Chief Minister.
3.67 Icon Water has corporate reporting and compliance obligations under Corporations Law. Legislation governing the supply of water and sewerage services includes the Utilities Act 2000, Water Resources Act 2007, Environment Protection Act 1997, Water and Sewerage Act 2000 and the Public Health Act 1997.
Capital Works and infrastructure
3.68 The Committee was advised that there are a number of developments Icon has by way of pipelines in and around the ACT.  This work is in the form of augmentations of services due to new suburbs or larger-scale developments. A number of both water and sewer augmentations are in Icon’s current program.  These programs included works in Molonglo and in Inner north Canberra.

Murrumbidgee to Googong pipeline (M2G)

3.69 A major capital project maintained by Icon Water is the Murrumbidgee to Googong pipeline (M2G).  The Committee was advised that, in relation to the costs of the project, and its anticipated use as a water supply augmentation source, that: 

When the system was designed M2G was expected to be run in anger for a considerable time. When the decision was made to invest in the Murrumbidgee to Googong pipeline we were in a severe drought and it was expected that we would need to run that pipeline very consistently during that period. The design for which the system was done was to operate more frequently than what has happened post-drought, which is that we have now full dams, and also Canberra has sustained one of the largest reductions in water demand across Australia, across the urban cities. Canberra’s water consumption now is about 40 per cent lower than it was pre-drought and has remained at that level. That means the number of times we actually have to run the M2G, which is one of our more expensive sources—we tend to run from our cheapest, better quality sources more often—has reduced from what it was when we had the information that the design was done to build the M2G system.

3.70 The Committee sought details from Icon Water on the planned use of the M2G pipeline.  Advice received by the Committee was that the M2G was intended to be drawn on as a source of water during drought conditions, with the upper Cotter storages (Corin, Bendora), Googong and the Cotter Dam drawn on first
  In answer to a question regarding water transfers between the Googong and Cotter systems, Icon Water advised that 

The Cotter to Googong Bulk Transfer enables treated water from Stromlo to be transferred through the bulk supply network into Googong Dam.  This enables the capability to balance the Cotter River dams and Googong storages.  21.2 gigalitres was transferred from 2005-2011.  The project had a capital cost of $12.0 million.  The enhancement project enables supply of water from the Murrumbidgee River to Stromlo Water Treatment Plant.  The treated water can then supply town demand or be transferred to Googong Dam.  The ability to access Murrumbidgee water was crucial during the drought to avoid Stage 4 water restrictions.

The Committee recommends that Icon Water prepare a strategic plan for the Murrumbidgee to Googong pipeline and publish that plan on its website, and in its next annual report.

Capital cost and debt servicing costs

3.72 The Committee sought detail from Icon Water on the capital cost and debt servicing costs on Icon major projects, including the new Cotter Dam.  In an answer provided by the Treasurer, the Committee was advised that Icon Water has invested around $585 million (excluding the purchase of water licenses as these have been sold) in the large water security projects.  The debt servicing costs for the $585 million investment is around $22 million per annum assuming a 3.8 per cent interest rate.

Augmentation levy 
3.73 The Committee sought advice on how Icon Wateranticipated imposing this levy, and the basis for applying it to selected areas on Canberra, rather than spreading the charge.  The Committee particularly raised the question of how this levy differed to past capital projects, and for recurrent costs.

The Committee was advised that:

….we have had this charge in the past; we have had capital contribution charges in the past for developers. If they did trigger an augmentation, they would have to fund 100 per cent of that charge. What we are trying to do here is to make it a lot fairer and more sustainable for all developers. A lot of developers will have a free ride: they do not trigger it; they just go and do their development. Then a developer would come and trigger it and they would pay all of that augmentation charge; then there would be a whole heap of developers that come afterwards who also get a free ride. What we are trying to do is make it a lot fairer across all developers where they all contribute towards the cost of augmentation. 

There are only four precincts that will have augmentation in the next 20 years, and that is where we have looked at the precinct and put the charge on those precincts. Those other precincts that are newer had a design life that might have gone 20 to 30 years. For example, Gungahlin will not have any augmentation requirements for 20 to 30 years.

3.74 The Committee was also told that the augmentation levy proposal was in a consultation phase. Icon is considering the feedback it receives from developers in particular, Icon advised it intends taking the information it collects form this process and we submit it to the Independent Competition and Regulatory Commission (ICRC) which will undertake its  own review, and consultation process before making a decision.

long-term water security licences

3.75 The question was raised in hearings regarding the long-term water security licences, particularly Icon Water’s general security and high security water licences.  The Committee was advised that Icon Water had divested itself of all licences and that:

The general security water licence was divested two financial years ago. The rationale is that when you actually want water, the general security licences often will not provide for it. We found it was a better return on investment to sell them and divest. We then looked at the likelihood of calling on that water, calling on our high security water licence and the profits that we were making by selling that water on the market, because we have done so, versus the returns that we would get for selling them, and the projected climatic forecasts and what that would actually do to the cost of those assets moving forward. It made more sense from an investment point of view to sell those licences late last year, which we did.

3.76 Icon Water also advised that the high-security licence was purchased for $25 million and sold for $34 million.

ICON Water  - workforce Gender mix 

3.77 Icon Water provided details of its approach to ensuring gender opportunity and equality in its workforce.  Icon Water provided the following detail to the Committee:

We have a number of initiatives underway at the moment. We are quite conscious of the fact that our gender mix is not particularly good. Overall we have 23 per cent female versus 77 per cent male. The key area where we have the low results obviously is in what we call the project delivery operations and maintenance, so that is the field crew that are out in the trucks and in the treatment plants. We have approximately 200 staff in there and we have about four per cent female. Otherwise we actually have a much better mix. That is not dramatically different to any other utility sector. I should add that all the water industry at the moment is focused on increasing that diversity from a gender perspective. The key thing we are focusing on at the moment is where to source females for the workforce.

We are advertising more broadly. We have changed our recruitment processes. We are targeting that in a far different way than we have in the past. We are also conscious that, as we recruit, our recruitment processes are such that the thinking through that is in no way tainted by any form of bias, intentional or otherwise.

Other issues

3.78 Other issues dealt with in the discussion with Icon Water included Icon Community Support Program;
de-watering process;
community consultation;
 work, health and safety strategies
; and, ACTEWAGL and Icon consultation and working relationship

Independent Competition and Regulatory Commission (ICRC)

Water and sewerage pricing determination process

3.79 The Committee sought an update as to how the present water and sewerage price determination is working and how the new determinations are being approached:

3.80 The Committee was told that:

The annual resets are pretty well automatic. It is a straightforward adjustment from year to year. Of course, I was not there for the previous one, but the approach was that the commission, as it is doing now, had to have a look at the various efficient costs that Icon incurs and the demand projections that are expected to occur. We have various models to deal with all of those. There is a public consultation process that it goes through. It takes into account the views of all of the stakeholders and comes up with estimated prices based on forecasts which may or may not turn out to be right. So it makes a determination for the period and each year that determination is adjusted to ensure that a couple of the things that are in there are correct, for example, inflation and so on. It is a fairly standard regulatory process that regulators around the country apply to utilities. Last time around, as I understand it, it was a bit more complex because the ICRC’s determination was reviewed by an independent body and its determination was substituted by the determination made by the independent panel. That is now in place, and we are implementing it, until we replace that with the new determination that we will be making, which we are just commencing at the moment.

3.81 The Committee also followed up a point raised with Icon Water: namely, the proposal to raise a particular form of levy over specific parts of Canberra and how the proposed new levy on developments might be approached by ICRC.

3.82 The ICRC advised that:

The way that we regulate Icon is that we work out the efficient cost as best we can, and we develop a price cap based on the expected demand. So you work out a price cap. In effect, you multiply the total into the revenue cap. The regulatory system would not allow Icon to, if you like, escape that cap by putting additional revenue through a side door. If there are additional costs that have to be recovered, those costs would have to be accounted for. How that levy is structured is an issue for their public consultation.

3.83 In relation to definitional questions, the Committee also asked how ‘augmentation’ might be defined by ICRC, given that some of the works possibly involved are, in effect, routine maintenance. ICRC advice was that:

We need to get Icon to justify what the costs are that they are proposing and why they are new and additional costs and why they are not normal operational costs or a bundle of operational costs, or costs they would have incurred otherwise and they are not real augmentation costs that add capacity to the system. That is essentially the test.

4 Officers of the Legislative Assembly

ACT Ombudsman

4.84 The Committee heard from the Acting ACT Ombudsman on Tuesday 28 February 2017 to discuss the ACT Ombudsman’s 2015–16 annual report.  
Complaints management 
4.85 In answer to a question regarding the number of approaches made to the Ombudsman, and the number of cases taken up – and whether applicants may have directed queries to the wrong agency, the Acting Ombudsman advised:

Predominantly, though, matters that are not investigated by our office are discretioned out, because the individual has not complained already to the agency concerned and we would take, in most cases, the approach that the individual needs to try and resolve their matter with the agency and the agency needs to be given the opportunity to resolve it with the person before we investigate. Other than that, there are a whole range of reasons why we might decline to investigate a particular complaint, including—and these are set out in the statute— either that the complaint is particularly old, so it has become stale and is difficult to investigate, or that there are reasons in the circumstances that the complaint should not be investigated—“it is not warranted in all the circumstances”, is the phrase in the statute. That could be a person who is complaining about a particular aspect of government policy as opposed to a matter of administration.  Throughout the hearing, discussion covered various aspects of complaints management and handling by the Ombudsman’s Office.

4.86 The Committee also asked the Acting Ombudsman about a reference in the 2015-16 annual report to a matter which the Ombudsman had investigated and found a failure to properly adhere to the law governing the granting of a warrant to install a listening device under listening devices legislation.

This was a situation where a judicial officer who was not appropriately appointed was issuing warrants, so the warrants were consequently unlawful. That is an error on the part of numerous parties, and that is one of the reasons that we look at these things. As far as we could detect, there was no intention to do the wrong thing; it was simply a series of errors. The broader consequence of those events was the actions that ACT Policing took to remove the material that had been obtained and not to use anything that had been obtained unlawfully in a manner that would prejudice the [person surveilled]—

4.87 The Committee was told that the Ombudsman’s Office had been working with ACT directorates to provide training for complaint handlers. This training encouraged directorates to deal with complaints within the agency itself as soon as possible. Doing this meant faster and better results for members of the community. In an ACT context, the ACT Ombudsman provided details of its contact and involvement with the Territory and Municipal Services agency (TAMS) during the last year

Complaints handling – Community Engagement

4.88 The Acting Ombudsman provided the Committee with details of the program it implemented during the last year to address approaches to complaint handling, and to extend community awareness of the Ombudsman role.  The Committee was advised that:

Going back to 2015-16, in August 2015 we had a meeting with a range of community members, with 20 representatives of community and professional peak bodies, and that was really about trying to learn about complainant behaviour so that could we tap complaints that were actually not being made to us, which kind of goes to the questions we were talking about, about numbers. 

and

Separate to those things, we continue to engage with agencies and agency complaint handlers through different fora. We try to cover the community and the agencies to get a better picture of how everyone is feeling about the complaint load and the sorts of issues that are emerging. And for the most part, the issues that people tell us about are issues that we are seeing ourselves, which is a useful confirmation for our work.

4.89 The Committee highlighted with the Acting Ombudsman that an observation by the PAC in past years that appeared to emphasis the difficulty in members of the community making a correct choice in how to raise complaints and with which agency or office.

4.90 In answer, the Acting Ombudsman advised that: 

We have also done some work in terms of considering whether a single complaint handling standard for directorates would be of utility. That has been somewhat challenging. When you consider the diversity of the issues that come through and the diversity of the stakeholders, that has been a difficult issue to work on. We might be able to come back to that because we are aware that in New South Wales there is a lot of work going on to create, essentially, a single complaints portal and a single principle-based set of complaint handling standards that all agencies would subscribe to. 

ACT Ombudsman and the ACT FOI Act

4.91 The Committee discussed whether the changes to the ACT FOI legislation had resulted In an increase in the Ombudsman’s role, and how that role had changed in light of the FOI Act changes.

4.92 The Acting Ombudsman recognised that the changes to ACT FOI processes would entail a larger resource requirement by the Ombudsman, and confirmed that those resources had not as yet been firmly identified or put in place, due to early work on the requirements of the changed ACT scheme.

Other matters

4.93 The Committee discussed other matters relating to the ACT Ombudsman’s Office role and work during 2015-16, including:

· the new reportable conduct scheme

· role of the Ombudsman in relation to the Alexander Maconochie Centre

· processes for dealing with difficult or ‘vexatious’ repeat complaints

· complaints from students at the University of Canberra

· statistics for complaints regarding the chief Minister’s portfolio – including Access Canberra

Question taken on notice
4.94 One question was taken on notice at the hearing of 28 February 2017 November 2014. The question related to the incidence of unauthorised access to the ACT child sex offenders register, and how the unauthorised access problem identified had been addressed and remedied.

ACT Auditor-General’s Office

4.95 The Committee heard from the Auditor‐General on Tuesday 28 February 2017 to discuss the ACT Audit Office’s (the ACT AO) 2015–16 annual report.  A range of matters were discussed, including the performance audit program; best practice and quality assurance; and the new Government practice for responding to reports of the Auditor-General.

4.96 In an opening statement, the Auditor-General provided the Committee with a summary of the ACT AO’s audit program for 2015-16:

With respect to our own audit work, in 2015-16 we completed 65 audit reports on financial statements and 27 reports of factual findings on statements of performance. Eighty per cent of the financial audits were completed within their required timetable. This was the same as for 2014-15. I just want to say that completion of our audits was delayed primarily due to issues beyond our control, things like receipt of certified financial statements from agencies arriving later than scheduled. However, even though that occurred, we did meet all statutory reporting time frames in our audit work. In 2015-16 we did seven performance audits, and the reports were tabled. 

They were Public transport: the frequent network; Calvary Public Hospital finance and performance reporting and management; Maintenance of public housing; ACT Policing arrangement; The management of the financial arrangements for the delivery of the loose-fill asbestos (Mr Fluffy) insulation eradication scheme—next time we will choose shorter titles—Initiation of the light rail project; and Management and administration of credit cards by ACT government entities.

4.97 The Auditor-General also indicated that the ACT AO challenge in the coming year is to I ensure that answers a ‘ very simple challenge: how do you always complete audits on time given the ACT AO is not always in control of factors central to a proper audit .  In this context, the Auditor-General did note the high level of cooperation form agencies.  Problems identified by the Auditor-General included: and the difficulty posed for the ACT AO by complex audits which often mean more demand for ‘more analysis and more discussions with the auditees’.

4.98 In addition, the Auditor-General noted that the 2016 strategic review of the ACT AO had identified a need to have performance audits tabled more evenly across a year.

4.99 The Auditor-General foreshadowed the ACT AO performance audit program to the Committee in these terms:

However, importantly, we are considering a number of representations and potentially PIDs, and we may actually do some additional performance audits. In that respect, we are currently scoping a number of potential performance audits. This includes a further audit in relation to the Land Development Agency and economic development directorate. We are also looking at either doing the cultural and heritage facility audit or a public art audit. We are also very much focused on some strong analysis around ACT government agency accountability indicators. And, importantly, we are also focused on issues within the Health Directorate. While we know there are data integrity and reporting issues, we may do more than one performance audit if we decide to do some audits in the health arena. I just flag that it may not just be one; it may be more than that.
 

Strategic Review of the Auditor-General – 2016

4.100 The Committee discussed the results of 2016 Strategic Review of the Auditor-General which was conducted during the annual report period examined by the Committee.  The Auditor-General told the Committee that, of the 20 recommendations made in the strategic review, :

….16 are ones which I am solely accountable for. Of the 16, we have completed 13. Apart from the two I just mentioned related to accumulated funds.  The other recommendation that is yet to be finalised relates to a recommendation that involves the Head of Service, which requires her cooperation to work out a program with me so that newly appointed senior executives and chairs of boards are given an induction about the Audit Office activity. her Office would report on the implementation of the work out a program with me so that newly appointed senior executives and chairs of boards are given an induction about the Audit Office activity.

4.101 Those matters not the sole responsibility of the Auditor-General arising from the 2016 Strategic Review are matters related to the statutory term of appointment for the Auditor-General.  The 2016 Strategic Review recommended that the Public Accounts Committee consider and make recommendations regarding the establishment of a term of appointment for the ACT Auditor-General to be included in the Auditor-General Act 1996
:

4.102 In its report on the Strategic Review’s recommendations the PAC recommended that:

A seven year non-renewable appointment term for the ACT Auditor-General be reinstated in the Auditor-General Act 1996.
and that 

Section 8 of the Auditor-General Act 1996 be amended to prescribe that the ACT Auditor-General is to be appointed for a term of 7 years and is not eligible for reappointment, including reappointment after the end of that term
.

4.103 In its response to the PAC’s recommendations, the ACT Government responded as follows to these matters:

Noting the bi‐partisan agreement to the proposed legislative changes, the Government will commission the preparation of a Bill to introduce legislative amendments in sufficient time to guide the appointment of the next ACT Auditor‐General, due in 2018
.

4.104 As the current Auditor-General’s appointment expires in 2018, the Committee believes this amendment should be proceeded with as soon as possible.

 The Committee recommends that the Auditor-General Act 1996 be amended to reinstate appointment provisions for the Auditor-General as recommended by the 2016 Strategic Review of the Auditor-General and subsequently by the Public Accounts Committee in its 2016 Report.

Other matters
4.106 Other matters discussed by the Committee included:

· role and membership of the Audit Advisory Board

· presentation and form of ACT AO reports

· ACT AO staffing and training

· foreshadowed Health agency data audit

· Public Interest Disclosure referrals process

5 Office of the Legislative Assembly

5.107 The Committee heard from the Speaker, Ms Joy Burch MLA and officers on Friday, 3 March 2017 to discuss the Office of the Legislative Assembly’s (OLA) 2015–16 annual report.  The Committee Chair recused herself from the Committee hearing on the annual report for the Office of the Legislative Assembly for 2015-16, noting that she was the Speaker of the Assembly during the period the subject of the report.
5.108 In the Chair’s absence, the Deputy Chair of the Committee, Mr Pettersson MLA, presided over the hearing.
5.109 During discussions, the Committee sought advice about a range of matters including: implementation of the changes to the OLA’s structure, building and administration consequent on the increase in the size of the Assembly following the 2016 Assembly election; programs of public engagement, education and community involvement.

Change in OLA management consequent on the Increase in size of the Assembly

5.110 The Committee sought advice from the Clerk of the Assembly on the management structure changes effected following the increasing the size of the Assembly.

I think it is still early days yet in terms of the restructure. From my perspective, I think it is working out well. We survey members every May, and we will be asking members how they rate the services that are provided to them. I always look forward to that feedback. I guess we have had two changes. We have had the restructure and we have also had the relocation. Three-fifths of the staff have moved out of the building and have moved across to the north building, and that is another factor that you have to weigh in to the equation. In addition to a management restructure, we have had a building change or venue change.

We are looking at how that operates, about getting the services delivered from a remote, or slightly remote, location, I suppose. From my perspective, I think it has gone pretty well. It has cleared the lines of communication in the structure. It has been designed so that if it is an administrative matter that needs to be solved, it goes to the general manager, and if is a procedural matter, it goes to the Deputy Clerk.

Public engagement, learning and outreach

5.111 The Committee sought advice regarding the Assembly’s public engagement, learning and outreach program.  One area of activity the Committee sought information on was the arrangements for the Speaker to host groups from the community.  The Committee was advised by the Clerk that:

……the aim of the strategy is to engage as many citizens as possible in the workings of the Assembly. It is not just simply the Speaker inviting people in for drinks; there is a tour of the building. There is a presentation from the education officer about the role of the Assembly and an understanding of how the Assembly works.

As Madam Speaker said, she wrote to all members seeking details of which groups they thought would benefit from that sort of interaction. Madam Speaker got a whole range of suggestions and she has chosen a whole range of groups from those suggestions. Over the life of the Assembly she aims to work her way through that to promote the Assembly and promote the understanding of the Assembly through those things.

5.112 The Committee also heard details of the school visit program conducted by the Assembly, and how schools become involved in the schools program.  The Committee was told that at the beginning of each year OLA writes to every school in Canberra, non-government and government, primary school and high school, colleges, inviting them to visit the Assembly.  The program of visits is developed form the response to that invitation.

Other matters

5.113 Other matters discussed by the Committee included:

· Hospitality and functions arrangements and cost

· Gender make-up of OLA senior management

· Position of Security Officer

· Travel expenses for the Assembly

· OLA internship program

· Impact on the Assembly of construction of a major buildings complex in the car park south of the Assembly

· Hosting of events in the Assembly

Questions taken on notice
5.114 Four questions were taken on notice at the hearing of 3 March 2017.  The questions related to details of community group events, hospitality expenditure, travel expenditure and the number of schools that have visited the Assembly in 2015-16.  The answers to these questions are provided in answers lodged on the Committee website, as indicated earlier.

6 Conclusion

6.115 The Committee has made 5 recommendations in relation to its inquiry into 2015–16 Annual and Financial reports.  The Committee would like to thank the Treasurer, the Officers of the Legislative Assembly and the Speaker of the Assembly and their accompanying directorate and agency staff for their time and cooperation in the course of the inquiry process.
Vicki Dunne MLA

Chair

11 May 2017
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