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Annual Report

1.1 Under Section 16 of the Public Works Committee Act 1969 (the Act), the
Parliamentary Standing Committee on Public Works must table in each
House of the Parliament a report of its proceedings during the calendar
year just ended.

1.2 All public works that have an estimated cost exceeding $15 million must
be referred to the Committee and cannot be commenced until the
Committee has made its report to Parliament, and the House of
Representatives resolves that it is expedient to carry out the work.!

1.3 The Act states that in considering and reporting on a public work, the
Committee shall have regard to:
m the stated purpose of the work and its suitability for that
purpose;
m the necessity for, or the advisability of, carrying out the work;

m the most effective use that can be made, in the carrying out of
the work, of the moneys to be expended on the work;

= where the work purports to be of a revenue-producing
character, the amount of revenue that it may reasonably be
expected to produce; and

m the present and prospective public value of the work.?

1.4 During 2012 the Committee reported on 20 works.3 The combined cost of
works approved in 2012 was $3.25 billion. A list of the works and their
individual costs is at Appendix A.

1  The Act, Part III, Section 18 (8). Exemptions from this requirement are provided for work of an
urgent nature, defence work contrary to the public interest, repetitive work, and work by
prescribed authorities listed in the Requlations.

2 The Act, Part III, Section 17 (3).

The reports dealt with works referred in 2011 and 2012. Some referrals made in 2012 will be
reported on in 2013. Only 19 of the 20 reports recommended expediency.
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1.6

1.7

The Committee also approved 31 medium works notifications (those
valued between $2 million and $15 million), with a combined value of
$248.5 million. A list of medium works approved by the Committee can be
found at Appendix B.

The Committee’s reports, submissions to each inquiry and transcripts of
associated public hearings for 2012 are available on the Committee’s
website.* A list of all Committee meetings and hearings held during 2012
is at Appendix C.

The Committee’s website also provides previously tabled reports, and the
procedure manual which assists agencies to prepare projects for
Committee review.

Inquiries and reports

1.8

1.9

1.10

1.11

The Act requires the Committee to consider and report on each referred
work ‘as expeditiously as is practicable’.® Therefore the Committee
endeavours to ensure that all inquiries are completed as quickly as
possible, without compromising the rigour of scrutiny.

The standard inquiry process allows time for public comment on
proposed works, and for the Committee to inspect the proposed work
site(s) prior to holding public and private hearings to take evidence about
the works. When planning inquiry timetables the Committee and
proponent agencies must consider the parliamentary sitting calendar as
generally referrals are initiated only when the House is sitting and reports
need to be tabled in both houses of the Parliament.®

In 2012 the average time from referral of works to report tabling was
around 17 weeks. However timeframes varied considerably between
individual projects, with the Committee completing an inquiry in as little
as 10 weeks for some, with 30 weeks being the maximum time from
referral to tabling. Given this variation the median timeframe of around 15
weeks is more representative of typical inquiry duration.

In addition to the constraints on timing of referrals and reporting outlined
above, the time taken by the Committee to complete an inquiry can also be

<www.aph.gov.au/pwc>.
5 The Act, Section 17(1).
In any event, a work cannot commence until after the Committee has reported to both houses

and the House of Representatives has resolved that the work can commence - the latter of
which can only occur when the House is sitting.
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affected by the quality of information provided by proponent agencies in
their statements of evidence. Delays in completing inquiries are more
likely to occur if the Committee has to go back to agencies to seek more
detailed information or clarification in order to satisfy its legislative
responsibilities. While generally speaking the Committee was pleased by
the quality of information provided by most agencies in 2012, there was in
some cases room for significant improvement.

As noted in previous Annual Reports, substantial breaks in the
parliamentary sittings and federal elections can delay projects timeframes.
On 30 January 2013 the Prime Minister announced that an election would
be held on 14 September 2013, with the writs to be issued and the House
dissolved on 12 August 2013. All Committee business would cease at this
time, and would resume following the election when the government has
been established and committee members have been appointed. The
Committee takes this opportunity to remind agencies currently
considering projects for referral over the coming months that it is
important to consider implications of the election and to plan accordingly.

Medium works

1.13

1.14

1.15

1.16

1.17

The Committee publishes a list of medium works notifications on its
website. The current list includes works approved since the beginning of
the 43rd Parliament.

In accordance with previous advice, the Committee reminds Australian
Government departments, agencies and authorities of their obligations
under the medium works process. This Committee emphasises that the
medium works process forms an important part of the parliamentary
scrutiny of Commonwealth public works expenditure.

The Committee approved 31 medium works in 2012. However, some
notifications did not receive immediate approval.

A number received approval after providing additional information at the
Committee’s request, either in writing or via a private briefing. Approval
for some medium works projects was conditional subject to the proponent
agency submitting regular progress reports and/or inspection by the
Committee.

Four medium works notifications received in 2012 have not progressed to
approval by the Committee. In one case the Committee sought further
information, and was subsequently advised by the proponent agency that
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1.19

1.20

following internal review of the associated costs and benefits, a decision
was made not to progress with the project.”

In another case, the medium work notification was part of a larger project
to be funded with contributions from a number of Commonwealth
government sources, and with additional financial contributions from
state government sources. As the proposed total cost to Commonwealth
exceeded $15 million, the Committee sought referral of the project for full
inquiry.® The agency has advised that it will not refer the project.®

In the third case, the medium work was notified to the Committee and
approved. However, subsequent advice from the agency indicated that the
project would exceed $15 million threshold and the work would be
referred.1% The referral is expected in 2013.

Approval for the remaining medium work project, which was notified to
the Committee late in 2012, was deferred pending additional information
to be provided by the agency.!!

Cost estimates

1.21

1.22

Accurate cost estimates for public works projects are essential if the
Committee is to effectively exercise its legislative responsibility. The
Committee makes many of its determinations on the basis of information
provided by the proponent agencies. In doing so it relies on the accuracy
of the information provided with regard to cost estimates. If there are
significant changes to project costs during the delivery phase agencies are
required to advise the Committee and seek further approval.

During 2012 the Committee received a number of notifications detailing
significant increases to project costs (cost overruns). For two projects that
were initially notified to the Committee as medium works in 2010, the

Correspondence to the Committee dated 24 April 2012.
Correspondence from the Committee dated 14 September 2012.
Correspondence to the Committee dated 7 March 2013.

10 Correspondence to the Committee dated 4 February 2013. As this is now an expected referral,
it has not been included in the list of approved medium works at Appendix B.

11 Additional information was provided to the Committee in 2013 and the medium works was
approved on 7 February 2013.
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1.24

1.25

1.26

Post-i

1.27

increase was such that the threshold for referral was exceeded. Both
projects were referred to the Committee in 2012 for full inquiry.1?

On another occasion in 2012, the Committee was advised of a significant
increase in the cost estimate for a referral only one month after
expediency. In this case, as the project design progressed unanticipated
technical challenges were encountered.’?

The Committee recognises that estimating project costs is not an exact
science. The actual cost of a project is not known until the project has been
completed. A level of uncertainty is necessarily attached to cost estimates.
Generally, the level of uncertainty is greater for estimates made earlier in
the project development life cycle, and reduces over time as the project
progresses to completion. This uncertainty should be accounted for by a
robust assessment of risk, and offset by the inclusion of adequate
contingency.

During the year, the Committee was notified of a number of cost overruns
occurring (at least in part) as a result of labour shortages and the increased
costs of labour associated with the mining boom. Additional labour costs
were also a factor associated with some cost overruns for projects located
in remote locations.

Although optimism bias (i.e. the tendency to underestimate risk and
therefore the level of contingency needed) is a well-recognised
phenomenon, the Committee is concerned about cost overruns,
particularly when these relate to prevailing market conditions which
should have been accounted for. Therefore, the Committee reminds
agencies that robust assessment of risks and the provision of adequate
contingencies should be applied to reduce the risk of cost overruns.

mplementation reports

In accordance with a recommendation of the ANAO, all public works
projects that fall within the Committee’s purview must provide a post-
implementation report on completion. The purpose of the report is to
inform the Committee whether the project remained within the advised
scope, cost and timeframe. Information on the following should also be
included in the report:

12 Defence Housing Australia referrals for proposed upgrades of on-base housing for Defence at
Larrakeyah Barracks, Darwin, NT, and RAAF Base Tindal, NT. See Report 6/2012.

13 The proponent agency provided a private briefing to the Committee on 22 August 2012.
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» the extent to which the expected business benefits, including
environmental benefits, have been or are expected to be achieved;

m user satisfaction with the delivered works;

» consultations with neighbouring communities that may be impacted by
the works; and

m lessons learned.

In 2012 post-implementation reports were received for three projects.
Although it is still early days, the Committee acknowledges the potential
for post-implementation reports to provide benefit to agencies and the
Committee, by promoting a more rigorous approach to the quality of
information provided to the Committee by agencies, and highlighting
matters which may warrant particular scrutiny in future referrals.

The Committee has provided a post-implementation report template
which is available on the Committee’s website to act as a guide.?®

Review of the Public Works Committee Act 1969

1.30

1.31

1.32

In its 2011 Annual Report, the Committee reported that it had liaised with
representatives of the Department of Finance and Deregulation (DoFD) to
consider amending the Public Works Committee Act 1969 to enhance the
utility of certain provisions and update others.

Particular consideration was given to the Section 18(8)(b) of the Act which
allows for the Minister for Finance and Deregulation to move an
expediency motion in the House of Representatives for works that are
deemed urgent without the need to first refer the work to the Committee
for inquiry. As currently framed this provision fails to provide for urgent
works that may arise when the Parliament is not in session. Furthermore,
once expediency on the basis of urgency has been passed by the House the
Committee has no role in scrutinising the works.

Consideration was given to proposals to amend the Act so as to establish a
mechanism for commencement of urgent works when the Parliament is
not in session and to enhance scrutiny and accountability of works not

14 Defence, HMAS Butterworth; DHA, Gordon Olive Estate; FaHCSIA, Tuggeranong Office Park.
Similar information was also provided by some agencies in relation to medium works projects
notified to the Committee (e.g. ANSTO, Environmental Radioactive Measurement Centre).

15 <http://www.aph.gov.au/Parliamentary_Business/Committees/House_of_Representatives_
Committees?url=pwc/index.htm>
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referred for inquiry on the basis of urgency by mandating minimum
reporting requirements to the Committee.

In May 2012 the Special Minister of State, The Hon Gary Gray MP and
representatives of DoFD accepted an invitation to brief the Committee and
explain in more detail the rationale and implications of proposed
amendments to the Act. In September 2012 the Committee received
further correspondence on the matter from the Special Minister of State.
However, due to a heavy workload in the second half of 2012 the
Committee has not been able to significantly progress with its
consideration of the proposed amendments.

Enhancing scrutiny and accountability for urgent works

1.34

1.35

1.36

1.37

The Committee has previously stated that urgency provisions in the Act
should only be used in exceptional circumstances. Importantly, the
Committee has emphasised that the urgency provision should not be
abused or misused, for example as a mechanism to avoid scrutiny.

In November 2012 the Department of Immigration and Citizenship

(DIAC) sought expediency on the basis of urgency to commence works
without referral to the Committee for regional processing facilities on
Nauru, and Manus Island, Papua New Guinea to house irregular maritime
arrivals (IMAs). The need for urgency was on the basis that IMAs and staff
were already housed in temporary facilities with little amenity on sites in
Nauru.

While cognisant of the urgent need to undertake work immediately, the
Committee was nevertheless also keen to investigate options to support to
greatest extent possible the principles of parliamentary scrutiny of
proposed government expenditure on public works and of accountability.

On 1 November 2012 an urgency motion was passed by the House which
allowed for the commencement of ‘preliminary capital works” on Nauru,
comprising basic site preparation, waste water treatment plants, septic
systems and power generators. Importantly, in moving the urgency
motion the Special Minister of State indicated:

I am mindful that projects of this magnitude should be put
forward for a full referral. The government very much supports
the work of the Public Works Committee and has not taken this
decision lightly. Therefore, as soon as possible, the Department of
Immigration and Citizenship will arrange for the remainder of the
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infrastructure and upgrade works for the regional processing
centre on Nauru to be referred to the Public Works Committee for
scrutiny.®

On 29 November 2012 a second urgency motion was passed by the House
to allow for the continuation of works on two sites in Nauru,
commencement of work on a third site and for preliminary works to
commence on Manus. In this motion, The Hon Peter Garrett MP,
representing the Special Minister of State, reiterated the intent that the
remainder of the works be referred noting;:

The Department of Immigration and Citizenship has consulted
with the Chair of the Public Works Committee, who has supported
continuation of the works, given their urgent nature. During the
exemption period, DIAC will report fortnightly to the Public
Works Committee on progress and will arrange for the remainder
of the works to be referred to the Public Works Committee for
scrutiny. !/

Since late November 2012 the Committee has received regular progress
reports from DIAC. Furthermore, the Committee expects that that any
portion of the project not granted expediency on the basis of urgency will
be referred to the Committee for full inquiry.

Conclusion

1.40

1.41

1.42

The Committee thanks everyone who has assisted or participated in the
Committee’s inquiries in 2012. In particular, the Committee appreciates
input from all interested parties, including members of the public.

The Committee makes particular acknowledgement of the contribution
made by the Special Claims and Land Policy Branch, DoFD. This branch
assists agencies with their preparation of proposals for consideration by
the Committee, and assists the Minister in his management of the Public
Works Committee Act 1969.

The Committee thanks Ms Janelle Saffin MP for chairing the Committee
from the start of the 43rd Parliament to last sitting week of 2012. As
Committee Chair Ms Saffin has shown her commitment to the work of the
Committee and displayed exemplary integrity at all times.

16  House of Representatives Hansard, 1 November 2012, p. 12919.
17 House of Representatives Hansard, 29 November 2012, p 13903.
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1.43  The Committee also thanks Mr Steve Georganas MP and Mr Bernie Ripoll
MP for their service on the Committee.

Ms Kirsten Livermore MP
Chair

18 March 2013
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Appendix A — Reports presented and value
of works approved by the Committee in the
year ending 31 December 2012

In 2012, the Committee reported on various works that were referred in 2011 and
2012. Similarly, Committee received referrals in 2012 that it will report on in 2013.

Report Report Title and/or works addressed Tabled Cost
number ($m)*
1/2012 Proposed Construction of a new Australian 14 February 2012 193.4

Embassy complex including Chancery and Head
of Mission residence in Bangkok, Thailand

1/2012 Proposed HMAS Albatross Redevelopment, 14 February 2012 192.0
Nowra, NSW

1/2012 Proposed Royal Australian Air Force Base East 14 February 2012 185.6
Sale Redevelopment, Sale, Victoria

1/2012 LAND 17 Phase 1A Infrastructure Project 14 February 2012 46.5

N/A Seventy-Fifth Annual Report 19 March 2012 N/A

2/2012 Construction of Projects Two and Three of the 19 March 2012 11.12
Christmas Island New Housing Program

2/2012 Proposed Development and Construction of 19 March 2012 90.6
Housing for Defence at Ermington, Sydney

3/2012 Proposed Development and Construction of 25 June 2012 261.7

Housing for Defence at Rasmussen, Townsville

3/2012 Proposed improvement to fuel storage and 25 June 2012 195
supply on Christmas Island, Indian Ocean

1  Costs do not necessarily include GST; see relevant report for full details. Figures are rounded
to the nearest one hundred thousand dollars.

2 Although the value of this work does not exceed the $15 million threshold for referral, it was
part of a larger work that exceeded the threshold, so the Committee deemed that it should be
referred.
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Report Report Title and/or works addressed Tabled Cost
number ($m)
3/2012 Proposed fit-out of Commonwealth 25 June 2012 21.0
Parliamentary offices at 1 Bligh Street, Sydney,
NSW
4/2012 Proposed development and construction of 20 August 2012 202.0

housing for Defence members and their families
at Lindfield, NSW

4/2012 Proposed development and construction of 20 August 2012 39.0
housing for Defence members and their families
at Weston Creek, ACT

4/2012 Proposed integrated fit-out of new leased 20 August 2012 36.0
premises for the Australian Taxation Office at
the site known as 913 Whitehorse Road, Box
Hill, Victoria

5/2012 Base Infrastructure Works Project under the 17 September 2012 203.5
Base Security Improvement Program

5/2012 Moorebank Units Relocation, Holsworthy, NSW 17 September 2012 870.0

5/2012 Development and construction of housing for 17 September 2012 21.9
Defence Members and their families at Kellyville,
Sydney, NSW

5/2012 High Voltage Electrical Distribution Upgrade, 17 September 2012 19.6
Liverpool Military Area, NSW

6/2012 Defence Logistics Transformation Program 26 November 2012 752.7

6/2012 New National Archives Preservation Facility and 26 November 2012 N/A3
refurbishment of the existing Mitchell facility for
the National Archives of Australia at Mitchell,
ACT

6/2012 Upgrade of on-base housing for Defence at 26 November 2012 25.0
Larrakeyah Barracks, Darwin, Northern Territory

6/2012 Upgrade of housing for Defence at RAAF Base 26 November 2012 57.0
Tindal, Northern Territory

Total 3248.1

3 The Committee did not recommend expediency for this project, so its cost ($97.9m) was not
included in the total value of works approved.
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Appendix B - Works between $2 million and
$15 million approved by the Committee in
the year ending 31 December 2012

This list includes all medium works approved by the Committee in 2012. This
includes several medium works notifications submitted in late 2011.

Similarly, medium works notified in late 2012 would be considered by the
Committee in 2013 and listed in that Annual Report. This also applies to medium
works notified to the Committee in 2012 but where a decision was deferred to
2013, pending the provision of further information.

Project Title Agency Name Date notified to
Committee
Proposed construction of data centre Department of Education, 24 November 2011
within existing accommodation Employment and Workplace
Relations
Proposed relocation of Canberra Australian Communications and 13 December 2011
Central Office Media Authority
ANSTO Electron Microscopy Facility Australian Nuclear Science and 4 January 2012
Technology Organisation
Proposed fit-out of new leased office AusAID 24 January 2012
accommodation at 40 Allara Street,
Canberra City ACT
Three new boarding facilities in the Department of Education, 30 January 2012

Northern Territory — Wadeye Regional = Employment and Workplace
Boarding Facility Relations
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Project Title

Agency Name

Date notified to
Committee

Proposed refurbishment of ATO office
at Moonee Ponds, Victoria

Australian Taxation Office

30 January 2012

Facilities project for joint counter
improvised explosive device capability

Department of Defence

1 February 2012

Medium Works Program 2012 (multiple
separate projects)

Defence Housing Australia

1 February 2012

Proposed installation of a goods lift
and loading dock and extension of the
carpark at 60 Denison Street, Deakin
ACT

Department of Finance and
Deregulation

2 February 2012

Scrivener Dam Gate 4 Rectification
Works — Stage 1

National Capital Authority

2 February 2012

OPAL Reactor control and monitoring
system upgrade project

Australian Nuclear Science and
Technology Organisation

23 February 2012

Materials engineering hot cells

Australian Nuclear Science and
Technology Organisation

23 February 2012

Christmas Island Health Services
Extension Project

Department of Regional Australia,
Local Government, Arts and Sport

7 March 2012

Integrated fit-out of new premises
located at 45 Kembla Street,
Wollongong NSW

Australian Taxation Office

28 March 2012

Construction of houses at Bellamack Defence Housing Australia 16 April 2012
B, Darwin Northern Territory

RAAF Base Williamtown Corrosive Department of Defence 4 May 2012
Control Facility upgrade

Executive and secretariat office fitout 5 Department of Climate Change and 24 May 2012

Farrell Place, ACT

Energy Efficiency

Fort Hill Wharf upgrade of Fuel
Handling Facilities

Department of Defence

12 June 2012

Proposed Repository 1 upgrade of the
existing Chester Hill Facility in Sydney
for the National Archives of Australia

National Archives of Australia

18 June 2012

The Lodge Refurbishment works
project

Department of Finance and
Deregulation

25 June 2012

Joint Project (JP) 129 Phase 2 — Department of Defence 7 August 2012
Tactical Unmanned Aerial System

Supporting Infrastructure — Wide Bay

Training Area, Queensland

Lot 1 Tuckeroo Street, McDowall, Defence Housing Australia 29 August 2012

Queensland (the construction of 23
houses)

Interim Waste Store (IWS)

Australian Nuclear Science and
Technology Organisation

3 September 2012

Christmas Island Nui Nui and Flying
Fish Cove Moorings Project

Department of Regional Australia,
Local Government, Arts and Sport

15 October 2012
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Project Title

Agency Name

Date notified to
Committee

Christmas Island Flying Fish Cove
Jetty Extension

Department of Regional Australia,
Local Government, Arts and Sport

26 October 2012

Site establishment for the National
Disability Insurance Scheme

Department of Families, Housing,
Community Services and
Indigenous Affairs

25 October 2012

Port Wakefield replacement explosive
storehouses

Department of Defence

29 October 2012

New Test Facilities for Defence
Science and Technology Organisation
(DSTO) at Fisherman'’s Bend, Victoria

Department of Defence

13 November 2012

Defence Housing at 12 sites around
Australia

Defence Housing of Australia

20 November 2012

Melbourne Immigration Transit
Accommodation (MITA) 3

Department of Immigration and
Citizenship

21 November 2012

Office fit-out Shanghai

Department of Defence

22 November 2012
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Appendix C - Committee meetings and
hearings in the year ending 31 December

2012

Private meetings may include deliberative meetings, private briefings, site

inspections and in-camera hearings. Public indicates public hearings.

Number Date Location Meeting type
46 31 January 2012 Sale, VIC Public/private
a7 9 February 2012 Canberra, ACT Private
48 1 March 2012 Canberra, ACT Private
49 2 March 2012 Canberra, ACT Public/private
50 5 March 2012 Ermington, NSW Public/private
51 15 March 2012 Canberra, ACT Private
52 22 March 2012 Canberra, ACT Private
53 1 May 2012 Townsville, QLD Public/private
54 3 May 2012 Sydney, NSW Public/private
55 10 May 2012 Canberra, ACT Private
56 11 May 2012 Canberra, ACT Private
57 24 May 2012 Canberra, ACT Private
58 21 June 2012 Canberra, ACT Private
59 28 June 2012 Canberra, ACT Private
60 2 July 2012 Melbourne, VIC Public/private
61 3 July 2012 Sydney, NSW Public/private
62 9 July 2012 Canberra, ACT Public/private
63 8 August 2012 Sydney, NSW Public/private
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Number Date Location Type

64 9 August 2012 Sydney, NSW Public/private
65 10 August 2012 Sydney, NSW Public/private
66 16 August 2012 Canberra, ACT Private

67 22 August 2012 Canberra, ACT Private

68 23 August 2012 Canberra, ACT Private

69 13 September 2012 Canberra, ACT Private

70 20 September 2012 Canberra, ACT Private

71 26 September 2012 Brisbane and Ipswich, QLD Public/private
72 27 September 2012 Darwin, NT Private

73 28 September 2012 Darwin and Katherine, NT Public/private
74 4 October 2012 Sydney, NSW Public/private
75 11 October 2012 Canberra, ACT Private

76 1 November 2012 Canberra, ACT Private

77 2 November 2012 Canberra, ACT Public/private
78 22 November 2012 Canberra, ACT and teleconference  Private

79 28 November 2012 Canberra, ACT Private

80 29 November 2012 Canberra, ACT Private
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