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Dear

Responses to the Joint Committee of Public Accounts and Audit (JCPAA)
Report 404 Recommendations

I amwriting in regardto the404threportof theJCPAAtabledin Parliamenton
7 November2005,entitledReviewofAuditor-General‘s Reports2003-04Thirdand
Fourth Quarters;andFirst andSecondQuartersof2004-05(theReport).

I haveattachedtheresponsefrom theDepartmentofFinanceandAdministrationin
respectof recommendations3, 15 and32. Wherenecessary,theseresponseshavebeen
developedin consultationwith the otherrelevantagencies.Financehashelddiscussions
with theAttorney-General’sDepartmentandagreedthattheresponseto recommendation
33 will be providedby theAttorney-General’sDepartment,givenits responsibilityfor the
legislationconcerned.

If you would like to discussany oftheseissuesfurther,pleasecontactMr Neil Robertson,
Acting BranchManager,FinanceandBankingBranchon (02)62152110.

Yourssincerely

RichardColbeck

ParliamentHouse CanberraACT 2600 Tel: (02) 6277 5814 Fax: (02) 6277 5823 Email: senator.colbeck@aph.gov.au
4-7 BestStreet,DevonportTAS 7310 Tel: (03) 6424 5960 Toll Free: 1300 134 495 Fax: (03) 6423 5244
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Responseto the recommendations

Financeagreeswith this recommendation,notingthatagencyvaluationsystemsshould
bedirectedtowardsprovidingvaluationsfor internalrisk andassetmanagement
purposesonly. Valuationsundertakenby agenciesshouldnotbeusedfor accounting
purposesandshouldnotbeusedasthesoleorprincipaljustification for
commercialisationdecisions(sale,licensingetc).

Intellectualpropertyis rarelyrecordedin thefinancialstatementsofCommonwealth
agencies.Onereasonfor this is thatintellectualpropertyis considereddifficult to value
reliably,becausethereareavarietyofmethodsavailableto preparevaluations,and
thereis oftendifficulty in obtainingdatato usein thevaluations. Thusthereis a
considerablereliability issuein agenciespreparingvaluationsofintellectualpropertyin
responseto therecommendationoftheJCPAA.

Nevertheless,havingavaluationmayberelevantin themanagementofsignificant
itemsof intellectualproperty. It is relevantin consideringthe consequencesofrisksto
knowthevaluebeingputat risk. Accordingly,it is relevantto obtainan indicative
valueof intellectualpropertyaslong asthevaluationis treatedwith appropriatecare.
Thusit is appropriateto agreeto theJCPAArecommendation,notingtherestrictionof
theuseofvaluationsfor risk andassetmanagementpurposes.

on

RecommendationNo. 3 paragraph 2.62

TheCommitteerecommendsthattheDepartmentofFinanceandAdministration
in consultationwith theAttorney-General’sDepartmentdevelopguidelinesto
assistagenciesin developingvaluationsystemsfor their intellectualproperty

.



Financedoesnot supportthis recommendation.Basedonpastexperience,assetsales
do not typically triggerongoingpostsaleexpensesfor Governmentto administer.

On therareoccasionthatthis mightbe thecase,Financeconsidersthis a valid costto
Governmentandshouldnotbeborneby thepurchaser.

RecommendationNo. 15 paragraph 6.29

The Committeerecommendsthat in futureprivatisationprograms,government
agenciesinclude a clause in all sales contracts which provides for the
Commonwealth‘s cost-recovery of administrative expenses. Government
agenciesshouldthenensurethat theyundertakecost-recoveryofsuchexpenses
asa matterofcourse.



RecommendationNo. 32 paragraph 10.55

Financeagreeswith thisrecommendation.Agencies’ChiefExecutivesareresponsible
for complyingwith therelevantprovisionsofthefinancialmanagementframework.
As partof its existingrole,Financewill continueto provideguidanceandadviceto
AustralianGovernmentagenciesto assistChiefExecutivesto meettheircompliance
obligations,includingtherequirementsforthe accuratemanagementandreportingof
specialappropriations.

TheAustralianNationalAudit Office (ANAO) in its auditreporton theFinancial
ManagementofSpecialAppropriations,identifiedtherangeofguidancealreadyissued
by Financeon appropriationmanagement.TheANAO alsonotedthatthis work
providesa strongplatform for agenciesenhancingtheirmanagementanddisclosureof
appropriations.

Sincetheaudit, FinancehasreleasedFinanceCircular2005/13:Allocation of
Responsibilitiesfor SpecialAppropriationsto assistdepartmentsandagenciesin
determiningresponsibilitiesfor managingandreportingon particularspecial
appropriations.ThisFinanceCircularprovidesguidanceonhowto allocatespecial
appropriations,containedwithin legislationdescribedin theAdministrative
ArrangementsOrder,to therelevantFinancialManagementandAccountabilityAct
1997(FMA Act) agencieswithin aportfolio and ChiefExecutives’subsequent
responsibilitiesto managethosespecialappropriationsin accordancewith theFMA
Act.

TheFinanceMinister’s Ordersnowclarify thearrangementsfor thereportingof
SpecialAppropriationsby agencies.Agenciesarerequiredto reportthe amountdrawn
oneveryspecialappropriationfor whichtheyareresponsible,includingwherethe
amountdrawnis zero.

TheCommitteerecommendsthattheDepartmentofFinanceandAdministration
continuestoprovideongoingadvice to all Commonwealthagenciesin relation
to theaccuratemanagementandreportingofspecialappropriations

.


