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Finance and Administration Portfolio

Department of Finance and Administration

Budget Estimates 2002-2003 – 29 & 30 May 2002


Question: F101

Outcome 3, Output 3.1

Topic: Overseas Travel Insurance

Hansard page:  N/A

Written Question on Notice: 

Senator Faulkner asked: 

(i) Are Senators and Members travelling overseas on official business (delegations, study leave etc) covered by travel insurance?

(ii) What is the insurance cover?

(iii) Is it true they are covered for the official part of their itinerary?

(iv) Is it true they are responsible for obtaining travel insurance themselves for any private segment of their itinerary?

(v) Would there be any difficulty for the department if it were to obtain travel insurance for the duration of the overseas visit and seek reimbursement from the Member or Senator for any private segment?

Answer: 

(i) Senators and Members are only covered for medical and hospital costs incurred while travelling overseas on Parliamentary delegations.

(ii) Schedule 1, Part 1, Item 9(d) of the Parliamentary Entitlements Act 1990 provides for the cost of medical and hospital services received by a Senator or Members overseas whilst  on Parliamentary delegations to be met by the Commonwealth.

(iii) Yes.

(iv) Yes.

(v) The Department is currently looking at the issue of insurance cover for Senators and Members travelling overseas under entitlements provided by the Parliamentary Entitlements Act 1990 and Remuneration Tribunal Determination 26 of 1998 clauses 9.1-9.12.  The aim is to identify options for uniform coverage for all overseas travel.

Question: F102-106

Outcome 3, Output 3.1

Topic: Use of Charter by the Member for Leichardt

Hansard Page:  N/A

Written Question on Notice: 

Senator Faulkner asked: 

· Did Mr Warren Entsch, Member for Leichardt, as discussed during Estimates on Thursday 30th May 2002 and reported in the Cairns Post Weekend Extra on Saturday 13 April 2002, send a helicopter to purchase tobacco and potatoes for a constituent while on a visit to Shelburne Station in Cape York Peninsula?

· What was the total cost of this helicopter charter?

· Who went on the trip to purchase the tobacco and potatoes?

· Where did Mr Entsch send the helicopter to purchase these items and what was the total flying time

· What was the additional cost in terms of helicopter charter for the purchase of tobacco and potatoes?

· Did Mr Entsch claim for this trip from his Ministerial or Parliamentary Entitlements?

· Does the use of a helicopter for this purpose fit with those entitlements?  If not what action will be taken against Mr Entsch to recover this money.

Answer: 

In accordance with usual practice when allegations about potential inappropriate use of entitlements are raised, the Special Minister of State is seeking further information from the Member concerned.  It is therefore not appropriate to comment at this time.

Question: F107

Outcome 2, Output 2.3.1

Topic: Heritage Register 

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Faulkner asked: 

What protocols are in place to sell government buildings that are on the Heritage Register?  

Answer: 

The Department of Finance and Administration ensures that it meets all of its obligations under the Australian Heritage Commission Act (1975).  The sale of any building on the Register of the National Estate is referred to the Australian Heritage Commission to ensure that the Commonwealth has fulfilled its obligations under Section 30 of the Act. Section 30 of the Act requires that the property is afforded appropriate heritage protection on transfer.
Question: F108

Outcome 2, Output 2.3.1

Topic: Heritage listed Government Properties 

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Faulkner asked: 

Is the Government required to receive advice from the Australian Heritage Commission prior to the sale of Heritage listed Government properties?  

Answer: 

Yes. 
Question: F109

Outcome 2, Output 2.3.1

Topic: Advice from the Heritage Commission 

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Faulkner asked: 

Did the Department receive any advice from the Australian Heritage Commission prior to auctioning Customs House in Townsville on the 29th May 2002 and if so, what was that advice?  

Answer: 

The Department sought and obtained advice from the Australian Heritage Commission on the proposed sale of the Townsville Customs House.  The AHC agreed that the Department had fulfilled its obligations under Section 30 and that the sale would not adversely affect the heritage protection afforded to the property. 
Question: F110

Outcome 2, Output 2.3.1

Topic: Customs House Townsville 

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Faulkner asked: 

What processes did the Department go through to sell the Customs House in Townsville prior to deciding to auction it?  

Answer: 

The Department conducted a publicly advertised Expression of Interest process. 
Question: F111

Outcome 2, Output 2.3.1

Topic: Customs House Townsville 

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Faulkner asked: 

Did the Department consider the proposal from the Townsville City Council to own and restore the Townsville Customs building?  

Answer: 

Yes. 
Question: F112

Outcome 2, Output 2.3.1

Topic: Customs House Townsville 

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Faulkner asked: 

What was the Department’s response to this proposal (please provide dates) and why was it not considered?  

Answer: 

The response from the Council was considered during the period December 1999 to September 2000, in accordance with the requirements of the Expression of Interest (EOI) process. The EOI was concluded in September 2000 without identifying a preferred purchaser due to complexities associated with the lease to the exisiting tenant.
Question: F113

Outcome 2, Output 2.3.1

Topic: Customs House Townsville 

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Faulkner asked: 

How did the Townsville City Council proposal differ from proposals to restore Customs Houses in Brisbane and Sydney for the benefit of the community?  

Answer: 

It is not appropriate to compare the Townsville Customs House with those in Sydney and Brisbane.  The divestment of each of these properties must be seen in the context of the particular circumstances that were prevailing at the time.  

A 60-year lease over the old Customs House in Sydney was granted to the Sydney City Council by the previous Federal Labor Government, and was linked to joint ownership of air rights over adjoining buildings as part of a complex arrangement concerning the scale of redevelopment along Circular Quay East.

The old Brisbane Customs House was leased to the University of Queensland for 30 years.  After the lease was entered, legislative measures were taken that significantly improved heritage protection under the State’s laws.  In this context, the freehold of the building was subsequently sold to the University at market value. 

Townsville Customs House is an important historic building.  The Commonwealth fully recognises its heritage values, which have been preserved for many years in Commonwealth ownership.  The building is now protected by Queensland’s heritage legislation, and it deserves a new lease of life with a viable commercial use befitting its unique heritage qualities.  
Question: F114

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice:  

Senator Conroy asked: 

Was any consideration given by the Government to keeping Employment National going either before or after receipt of the Ferrier Hodgson report?

Answer: 

Yes. 

Question: F115

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice:  

Senator Conroy asked: 

What are the abnormal items of expenditure in each year since Employment National was established?

Answer: 

Employment National’s abnormal items have included restructuring costs, provision for the loss making contract and establishment expenditure.  Total abnormal items are set out in the following table.


1997/1998
1998/1999
1999/2000
2000/2001

Abnormal Items
$26.9m
$9.9m
$138.1m
*

*In 2000-01, Employment National adopted the presentation and disclosure requirements of AASB1018 ‘Statement of Financial Performance’. As a result, “Abnormal Items” are not reported separately but are included “above the line” in normal expenditure. 

Question: F116

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice:

Senator Conroy asked: 

What was the operating profit or loss before income tax in each year since Employment National was established?

Answer: 


1997/1998
1998/1999
1999/2000
2000/2001

Operating Profit/(loss)before income tax
$21.7m
$72.3m
($92.3m)
*

*In 2000-01, Employment National adopted the presentation and disclosure requirements of AASB1018 ‘Statement of Financial Performance’. As a result, EN’s 2000-01 Statement of Financial Performance is not reported in a manner directly comparable to previous years. However, on the basis of EN’s Statement of Financial Performance, EN’s 2000-01 Profit/(loss) before income tax was $0.5m.

Question: F117

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice: 

Senator Conroy asked: 

What was the income tax expense or benefit attributable to the operating profit or loss in each year since Employment National was established?

Answer: 


1997/1998
1998/1999
1999/2000
2000/2001

Income tax (expense)/benefit attributable to the operating result
$9.7m
($27.8m)
$0.0m
*

*In 2000-01, Employment National adopted the presentation and disclosure requirements of AASB1018 ‘Statement of Financial Performance’. As a result, EN’s 2000-01 Statement of Financial Performance is not reported in a manner directly comparable to previous years. However, on the basis of EN’s Statement of Financial Performance, EN’s 2000-01 Income tax (expense)/benefit attributable to the operating result was $0.0m.

Question: F118

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice: 

Senator Conroy asked: 

What was the operating profit or loss after income tax in each year that Employment National has been operating?

Answer: 


1997/1998
1998/1999
1999/2000
2000/2001

Operating Profit/(loss) after income tax
($12.0m)
$44.5m
($92.3m)


*In 2000-01, Employment National adopted the presentation and disclosure requirements of AASB1018 ‘Statement of Financial Performance’. As a result, EN’s 2000-01 Statement of Financial performance is not reported in a manner directly comparable to previous years. However, on the basis of EN’s Statement of financial performance, EN’s 2000-01 Profit/(loss) after income tax was $0.5m.

Question: F119

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice: 

Senator Conroy asked: 

What were the retained profits or losses at the beginning of each financial year since Employment National began operating?

Answer: 


1997/1998
1998/1999
1999/2000
2000/2001

Retained Profit/(loss)
$0.0m
($12.0m)
$24.5m
($67.7m)

Question: F120

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice: 

Senator Conroy asked: 

What dividends have been paid to the Commonwealth in each year since Employment National began operating?

Answer: 


1997/1998
1998/1999
1999/2000
2000/2001

Dividend
$0.0m
$0.0m
$8.0m
$0.0m

Question: F121

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice: [insert date question was asked (bold)] 

Senator Conroy asked: 

Did the Government commission any study (apart from the Ferrier Hodgson report mentioned in the Minister’s budget day press release) into the most appropriate way of dealing with the assets, liabilities and ongoing business of Employment National?

Answer: 

No

Question: F122

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice:

Senator Conroy asked: 

How many employees have a right of re-entry to the Australian Public Service?

Answer: 

123 (as at 31 May 2002)

Question: F123

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice: 

Senator Conroy asked: 

What are the Government’s expectations as to its capacity to productively employ those people in the Australian Public Service?

Answer: 

The Government will meet its obligations to former APS employees with rights under the Public Employment (Consequential and Transitional) Amendment Act, 1999 (the PECTA Act) and the PECTA Regulations. 

A person exercising their rights under section 7 of the Public Employment

(Consequential and Transitional) Amendment Act, 1999 (the PECTA ACT) must apply for engagement to the Agency Head of the Agency that corresponds to the

Department in which the person last performed duties in the APS (see PECTA

Regulation 3.12).  The Government will seek to ensure that any such engagements are productive.

Question: F124

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice: 

Senator Conroy asked: 

Will the Government offer those employees of Employment National who have a right to return to the Australian Public Service redundancy packages if they do not wish to exercise that option?

Answer: 

Former APS employees with rights of return who choose not to exercise those rights will receive any redundancy entitlements in full from Employment National.  

Question: F125

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice:  

Senator Conroy asked: 

What would be the potential cost of those redundancy packages (for ex-APS staff)?

Answer: 

Advice provided by Employment National on 2 May 2002 indicated that the redundancy entitlements for EN’s former APS employees totalled $4.6m. The final cost is uncertain as the precise number of those eligible employees who may not exercise their right of return, and the individual level of their benefits, is not yet known.

Question: F126

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice: 

Senator Conroy asked: 

How many employees of Employment National have a right to redundancy packages and what are the terms and likely cost of those redundancy packages?

Answer: 

Employment National has advised that, as at 19 June 2002, 568 EN employees had redundancy entitlements with a maximum total potential liability of $9.8m. Actual total costs will depend on factors such as the number of staff who resign, retire or, if eligible, exercise rights of return to the APS.  

    
Terms are as set out in employees’ employment contracts.  The terms vary depending on the nature of the employment contract: ex-APS AWA, non-APS AWA or individual contract.  They all contain a severance payment based on length of service and provision for notice of termination.  

Question: F127

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice: 

Senator Conroy asked: 

What are the Government’s real expectations about the attractiveness to potential buyers of Employment National’s business so close to the end of the life of its employment services contracts?

Answer: 

Several EN business lines should be attractive to potential purchasers, as confirmed by the level of interest from potential purchasers since the Government’s decision was announced.

Question: F128

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice: 

Senator Conroy asked: 

Excluding the price paid by the tax-payer to purchase employment services from Employment National, how much will the Employment National venture have cost the Australian taxpayer?

Answer: 

It is not possible to quantify the full net cost at this time given uncertainty about sale proceeds, future company costs and residual cash. These factors will each affect the level of further equity support required. However, as indicated at the Committee’s hearings on 30 May 2002, the Department estimates total equity support required from 2000 (the year in which a commitment to introduce a capital support program was made) to wind-up in 2003 will be up to $68.7m. After taking into account the capital injections at establishment, less the proceeds of share-buy-back, dividends and capital provided for employee entitlements, the net capital provided is expected to be up to $68.3m, during EN’s operations (on a historical cost basis)

Question: F129

Outcome 2, Output 2.1

Topic: Employment National

Hansard page:  N/A

Written Question on Notice: 

Senator Conroy asked: 

Did the Government ever intend to run Employment National as a long term business?

Answer: 

Yes.  The Government established the company to be an ongoing business.  When Employment National encountered major financial difficulties in 1999-2000, the Government provided significant support to allow it to restructure and to develop a new business model in order to enhance its viability. 

Question: F130

Outcome: 2


 Output: 2.1 

Topic: Market Testing and Contracting Out

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Carr asked: 

1. How far advanced is the Department in assembling a comprehensive picture of which agencies have engaged in contracting out or market testing for corporate services, and for what specific goods and services?

2. Can the Department supply this data?

Answer: 

1. The Department is currently reviewing progress of the market testing and contracting out initiative for corporate and other services across Commonwealth agencies with a view to reporting on the progress to the Government in the near future. 

2. No.  When the Government has considered the outcome of the review, the Government will consider what information may be released publicly.
Question: F131

Outcome: 2, Output: 2.2.1 

Topic: Procurement Policy

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Carr asked: 

1. Do all agencies now have the necessary expertise to engage in effective contract management?

2. How does the Government determine whether or not agencies have those skills in place?

3. Are any agencies that do not have the contract management skills being required to put any services to tender?
Answer: 

1. Agency Chief Executives are responsible for ensuring that they have staff with appropriate contract management skills to ensure that they are able to effectively manage any outsourcing contracts. 


2. The Commonwealth Procurement Guidelines and Best Practice Guidance,  February 2002, highlight the importance of competency based training for procurement officers and provides references to relevant training authorities.  Agency Chief Executives are responsible for ensuring procurement staff are appropriately skilled.

3. See 2 above.

Question: F132

Outcome 2


Output 2.1 

Topic: Market Testing and Contracting Out

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Carr asked: 

1. What is the development of contract management skills costing agencies?

2. If we do not know, then how can we assess the savings or costs that outsourcing represents to those agencies?

Answer: 

1. Agency Chief Executives are responsible for ensuring that staff have appropriate skills in relation to contract management.  As a matter of best practice, agencies identify transition costs including the cost of developing contract management skills when undertaking a market testing process.  The Department does not require agencies to report these costs and does not collect them centrally. 


2. In the consideration of any savings that may arise from outsourcing agencies should take into account transition costs including the cost of contract management.  It is the responsibility of individual agencies to monitor performance under outsourcing contracts, including contract management costs.
Question: F133

Outcome: 2, Output: 2.2.1 

Topic: Procurement Policy

Hansard page:  N/A

Written Question on Notice: 30 May 2002 

Senator Carr asked: 

1. Are not all Departments required to collect and review relevant performance data in relation to outsourced contracts? 
2. And if not, why is this not a requirement? 
3. In the absence of such a requirement isn’t the new outsourced regime no more transparent than the old in house one?
Answer: 

1. While there is no formal policy requirement, ongoing monitoring and managing performance is crucial to the success of a contract and of future contracting activities. 

Section 2 of the Commonwealth Procurement Guidelines and Best Practice Guidance identifies that agencies cannot outsource their responsibility to ensure the efficient and effective use of Commonwealth resources, or their accountability 

for performance. When an agency outsources a function, it is still responsible for ensuring that the service provider is meeting the agency’s needs.
Agencies should carefully select performance information requirements and choose appropriate means of collection. Performance monitoring should be focused on areas of highest risk and how outsourced activities impact on clients, the Commonwealth and other stakeholders. The indicators of the contractor’s performance should be clearly specified in the contract and, where possible, contract payments should be linked to performance.


2. Agency Chief Executives are responsible for ensuring that appropriate performance data is collected in relation to any outsourcing contracts within their agency. 
3. Outsourcing an agency function can provide greater transparency as agencies clearly identify the outcome they are seeking. As part of any market testing process, agencies should clearly identify baseline costings and service levels prior to undertaking the market testing process. This analysis assists agencies to ensure that they have a baseline against which bids can be evaluated.
Question: F134

Outcome 2, Output 2.1

Topic: Recommendations of Audit Report No. 15 2001-2002

Hansard page:  N/A

Written Question on Notice: 29 May 2002 
Senator Carr asked: 

How has the Department progressed in implementing its agreement to these recommendations? (Audit Report No.15 2001-2002, Agencies' Oversight of Works Australia Client Advances, Recommendations 2 & 3)

Answer: 

Finance has complied with both recommendations applicable to Finance, specifically in respect to:

· recommendation 2, the ANAO recommended that all agencies (including Finance) review their accounting instructions to ensure that adequate arrangements are in place to manage pre-payments.  Finance has undertaken a review of its Chief Executive’s Instructions and found that adequate provisions exist for the management of pre‑payments; 


· recommendation 3(a), the ANAO recommended that Finance advise relevant agencies of the existence on unspent client advances.  Between December 2001 and April 2002, based on information provided by the purchasers of the ex‑Department of Administrative Services businesses, Finance wrote to relevant departments and agencies advising them of the ANAO recommendation and informing them of the existence of unspent client advances; and


· recommendation 3(b), the ANAO recommended that each agency with outstanding cash advances assess whether the advanced funds should be returned to the Commonwealth and, as relevant, institute appropriate recovery actions. Finance has reviewed its remaining client advances and is progressing the recovery of the advances, where they are no longer appropriate.

Question: F135

Outcome: 2, Output: 2.2.1 

Topic: Procurement Policy

Hansard page:  N/A

Written Question on Notice: 30 May 2002 

Senator Carr asked: 

1. How does the Government determine whether agencies are complying with the Commonwealth Procurement Guidelines?

2. What does the Department's monitoring in this area reveal?
3. What are the levels of compliance?

4. Are there any trends in the levels of compliance, or areas in which agencies are having trouble complying?

Answer: 

1. The Department of Finance and Administration does not have a policing role in relation to agencies’ compliance with the Commonwealth Procurement Guidelines. Under the Financial Management and Accountability Act 1997, agency Chief Executives are responsible for ensuring their staff comply with Government policy, including the policies identified in the Commonwealth Procurement Guidelines.  The Minister for Finance and Administration reissued the updated Commonwealth Procurement Guidelines in February 2002.  

2. See above.

3. See above.

4. See above

Question: F136

Outcome 2, Output 2.2.1. Financial Management Framework

Topic: Agency Banking

Hansard page:  N/A

Written Question on Notice: 30 May 2002 

Senator Carr asked: 

In September last year, the Auditor General made a number of recommendations, agreed to by agencies, in relation to agency banking practices (Audit Report No.10 2001-2002, Management of Bank Accounts by Agencies).  Can you indicate what actions have been taken by your Department to implement the recommendations of that report?  What information is available on the costs and benefits to the Commonwealth of changes to agency banking practices?

Answer: 

Finance was not one of the seven agencies that were covered by the Audit Report. Finance was, however, provided with a copy of the draft report. Finance agreed with all the recommendations from a whole of government framework perspective.

a) Actions undertaken by Finance to implement/comply with the recommendations of the report.
Risk Assessment

Recommendation No1 Para 2.20

“It is recommended that agencies review and strengthen, where required, their risk management framework, including their fraud control plan, to formally address the process level risks associated with the new banking arrangements.”

Finance formally launched its risk management framework, based on Australian/New Zealand Standard 4360-199, in July 2000.

The Department has a current Fraud Control Plan, endorsed by the Attorney –General’s Department in May 2001.

In relation to both risk management and fraud, a Department-wide awareness program was conducted.

The Department’s Chief Executive Instructions (policy and operational guidelines) address both risk management and fraud related matters.

More specifically, Finance has instituted a process of monthly audits of banking transactions and review of the separation of functions to manage process level risks.

Control Environment
Recommendation No. 2 Para 2.45

“It is recommended that agencies ensure the control framework for agency banking is supported by their Chief Executive's Instructions, related policies and procedures, and longer term investment strategies.”

Chapter Three of the Chief Executive Instructions (CEI’s), “Care and Custody of Public Money” deals specifically with agency banking. In addition, Finance’s Financial Procedures Guide also covers areas such as banking, delegations and investing. Both the CEI’s and Procedures Guide are available on the Finance Intranet. The Treasury unit within Financial and eSolutions Group of Finance also has a complete policy and procedure guide dealing with day to day banking.

Control Activities

Recommendation No.3 Para 2.70

“It is recommended that agencies:

· review their management and computer control activities, including requirements related to protection of logical system access and on-line banking system; and

· extend their program of bank account rationalisation by undertaking a cost-benefit analysis to identify an appropriate balance between administrative efficiency in transaction and reconciliation processes, reducing bank fees and charges and facilitating better cash management.”

Finance has a stand alone PC with a dedicated telephone line to facilitate the transmission of payments and receipts. All data transmissions are encrypted. The majority of payments are system generated.  Regular review of duties and procedures ensures that transmission of payments pass through a three point approval process that includes separate security access (different individuals and passwords) at the final two points. Manual payments are kept to a minimum and are only completed where contractual or other arrangements apply. Audits of all manual payments are done on a monthly basis.

Finance reviews bank accounts and their needs on an ongoing basis as required by the Chief Executive Instructions and as such analysis is required to take into account the cost benefit between administrative efficiency and relevant banking costs/charges.

Information and Communication

Recommendation No.4 Para 2.84

“It is recommended that agencies enhance their systems and processes for the collection of information on future cash requirement so that they can maximise the opportunity to invest surplus funds.”

Finance produces monthly cash forecasts to enable effective cash management and maximise investment. There is also a requirement for Finance business groups to inform the Treasury unit in advance of any material variances that they become aware of between forecasted and actual cash requirements.

Recommendation No.5 Para 2.85

“It is recommended that, where agencies’ cash-flow management indicates a need to either overdraw a bank account, or redeem an investment early, the decision should be based on an appropriate form of cost-benefit analysis to improve decision-making.”

Finance attempts to ensure that accounts are not overdrawn by monitoring and gaining accurate cash forecasts. Treasury unit procedures require a cost benefit analysis to be completed before any decision on early redemption of investments would take place. 

Recommendation No.6 Para 2.86

“It is recommended that agencies review the quality of operational reporting produced on a periodic basis and implement periodic performance measurement against suitable agreed targets for senior management.”

Cash forecast and cash balances form a part of the monthly financial reports presented to Finance’s Management Board. Finance regularly reviews all forms of reporting, including cash reporting, to ensure that they are relevant, accurate, timely and that their impact is easily understood.

Monitoring and review

Recommendation No.7 Para 2.94

“It is recommended that agencies include monitoring and review of performance measurement activity as a tool to improve the banking and cash management functions. Clearly specified procedures should be developed for implementing any action arising from the findings of the performance measurement reports and widely disseminated to decision makers.” 

In accordance with continuous improvement philosophy, Finance is in the process of developing a new internal Cash Forecasting Tool to enable more accurate and efficient forecasting of cash requirements. At present, all cash forecasts are reviewed and compared to actual results to enable a better understanding of cash flow patterns and hence, better forecasting. Performance of those responsible for these forecasts is also measured against key indicators.

As required by the CEI’s, there is an ongoing review of the banking and cash management functions. The CBA provide monthly reports to Finance regarding all aspects of the day to day banking function. Regular audits of payment transmissions are completed. As a result of continual review and monitoring of our banking procedures, Finance has almost eliminated use of more expensive cheques and has reduced payment frequency down from daily to twice weekly.

b) Impact of changes to Agency Banking practices.

Since 1 July 1999, the introduction of competition for Government transactional banking services, has allowed Commonwealth departments and agencies the opportunity to market test their transactional banking arrangements and choose the service provider that can best meet their business needs in terms of cost and quality of service. Accordingly, it is up to each agency to select the service provider that will provide the best value for money. 

Agencies have advised Finance, on an ad hoc basis, of benefits that have been achieved through market testing including:

· improved service quality and responsiveness to banking needs;

· better contract terms and conditions;

· cost savings from improved business processes associated with transactional banking; and 

· improvements to the cost effectiveness of transactional banking services.

Question: F137

Outcome 2, Output 2.3

Topic: Heritage Register 

Hansard page:  N/A

Written Question on Notice: 

Senator Carr asked: 

Can you outline in some detail the process followed in preparing for and implementing Commonwealth property sales?  Are these processes standard across all agencies?  [see also a related question in the section below]  

Answer: 

The process adopted within Finance is as follows: -

a) Ongoing ownership of a property is determined in accordance with the Commonwealth Property Principles.  Once a property is identified for divestment it is disposed of with reference to the Commonwealth Procurement guidelines and the Commonwealth Disposal Policy.  It is also a requirement to comply with all relevant legislation, such as the Financial Management Act, Australian Heritage Commission Act (1975), Environment Protection and Biodiversity Conservation Act (1999).  The Department will also consult with relevant stakeholders such as other Government Departments, state and local Governments as appropriate.

External advisers are appointed which include but are not limited to, legal advisers, probity advisers, valuers, planning advisers, real estate agents, technical and specialist advisers.  A full due diligence process is undertaken for both legal and technical aspects of the property to be sold.  As a general rule, divestment properties are sold on the open market at full market value.  Prior to the sale, a valuation of the property is undertaken by a registered valuer, having regard to the documentation made available to the market place.  On receipt of an acceptable offer to purchase, contracts are exchanged and settlement will occur in accordance with the terms of the contract of sale.

b) It would be necessary for other agencies to adhere to the legislative and policy requirements relating to the sale of property, however, Finance is unable to comment on the activities of other agencies. 

Question: F138

Outcome: 2, Output: 2.2.1

Topic: Procurement Policy

Hansard page:  N/A

Written Question on Notice: 30 May 2002 

Senator Carr asked: 

1. Does the Department agree that some of the costs of outsourcing can be intangible - for example, loss of corporate memory - and that these costs cannot be measured easily or accurately?

2. Nonetheless, are there associated with such intangible costs real resource costs that will be reflected in the public accounts and in other ways (for example, reduced efficiency)?
Answer: 

1. Outsourcing, like many procurement exercises, brings into consideration a wide range of quantitative and qualitative impacts.  The Government recognises that some costs, such as the potential impact on corporate knowledge, may be difficult to assess.  However, this does not mean that intangible impacts, whether costs or benefits, should be ignored or that options with possible impacts should be automatically avoided.


Government policy is to use market testing and outsourcing to improve the efficiency and effectiveness of government agencies.  In assessing the overall cost effectiveness of market testing initiatives, agencies need to consider the impact of all relevant costs on efficiency.  This policy is reflected in the Commonwealth Procurement Guidelines.  
Impacts on agency corporate knowledge through outsourcing should be carefully managed.  It is also important to recognise that outsourcing opens up access to new knowledge relating to commercial practices and by enabling innovation, the benefits of which may be also intangible and difficult to measure.

2. Changes in efficiency and effectiveness as a result of outsourcing initiatives are reflected in agency annual reports and financial statements.


Question: F139

Outcome 2



Output 2.1 

Topic: Market Testing and Contracting Out

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Carr asked: 

1. To what extent does the existence of such costs raise questions about the accuracy of market testing and ex post evaluations of outsourcing?

2. Does the Department believe that, in principle, these costs should be brought into account in both evaluation processes?

3. Is it the Department's practice to take these costs into account in such evaluations of the costs and benefits of outsourcing?

4. Does the Department agree that there is also an inter-temporal aspect to such costs, in that some will be incurred in the future?
Answer: 

1. Agencies include transition costs in the evaluation of any savings that may arise from outsourcing. 

2. See above.

3. As a matter of practice, agencies take into account a wide range of qualitative and quantitative factors in the consideration of alternative methods of service delivery in order to determine the best value for money outcome for the Commonwealth.

4. Yes.  Timing of all cash flows is taken into account in evaluations.
Question: F140

Outcome: 2, Output: 2.2.1 

Topic: Procurement Policy

Hansard page:  N/A

Written Question on Notice: 30 May 2002 

Senator Carr asked: 

1. Does the Department conduct ex post evaluations?

2. Are agencies required (for example, by the Department of Finance and Administration) to evaluate whether they have received net economic benefits from their outsourced activities?

3. What analysis is available of the net effect of outsourcing initiatives across all agencies, or of the net effect of all outsourcing initiatives conducted within each agency?
Answer: 

1. The Department does conduct ex-post contract evaluations of its own contracts.


2. Agency Chief Executives are responsible for ensuring that appropriate performance data is collected in relation to any outsourcing contract within their agency. 

3. The Department of Finance and Administration does not keep any statistics on the net effect of outsourcing initiatives across all agencies, or of the net effect of all outsourcing initiatives conducted within each agency.

Question: F141

Outcome: 2, Output: 2.2.1

Topic: Procurement Policy

Hansard page:  N/A

Written Question on Notice: 30 May 2002 

Senator Carr asked: 

1. Does the Department have a policy requiring agencies to conduct ex post evaluations of the success or otherwise of outsourcing?

2. Does the Department publicise the findings - ex ante and ex post - of its evaluations of outsourcing?

3. Does the Department agree that Commonwealth agencies should be required as a matter of course to undertake evaluations for contracts above a certain dollar amount?
Answer: 

1. No.  Agency Chief Executives are responsible for the management of the outsourcing contracts within their agency, including determining whether or not ex-post evaluations are required. 


2. See above.

3. Agency Chief Executives are responsible for evaluating contract performance and for determining the criteria for the conduct of such evaluation. The Australian National Audit Office also conducts audits of agency performance in relation to market testing and outsourcing. 

Question: F142

Outcome: 2


 Output: 2.1 

Topic: Market Testing and Contracting Out

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Carr asked: 

1. In the absence of a general policy, does the Department agree that DOFA should encourage agencies to undertake such evaluations?

2. Currently, does DOFA monitor outsourcing arrangements in a systematic way?  Please provide details of the process(es) employed.

Answer: 

1. The conduct of ex post evaluations is a matter for Chief Executives. 

2. The Department is currently reviewing progress of the market testing and contracting out initiative for corporate and other services across Commonwealth agencies.  In the conduct of the review the Department is consulting with agencies and a number of industry representatives.

Question: F143

Outcome: 2



 Output: 2.1 

Topic: Market Testing and Contracting Out

Hansard page:  N/A

Written Question on Notice: 30 May 2002 

Senator Carr asked: 

1. Has the Department of Finance and Administration conducted a survey of agencies to determine which agencies conduct ex post evaluations of outsourcing? 

Answer: 

1. No.
Question: F144

Outcome 2



 Output 2.1 

Topic: Market Testing and Contracting Out

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Carr asked: 

1. Is it the case that agency heads are responsible for deciding whether the agency should conduct ex post evaluations?

2. Does the Department believe that DOFA, as part of its overview function, should at least be aware of what agencies are doing with regard to evaluating outsourcing policies and practices?
Answer: 

1. Yes.

2. The Department of Finance and Administration maintains a watching brief of agencies’ market testing and outsourcing activity. 
Question: F145

Outcome 2, Output 2.3.1

Topic: Sale and Leaseback of Commonwealth Buildings

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Carr asked: 

As part of its property management function, has DoFA (or any other agency) systematically assessed whether there is a net cost or benefit to the Commonwealth from the sale and leaseback of buildings?

Answer: 

The overall interests of the Commonwealth were considered at length during the development of the Commonwealth Property Principles.  Finance provided extensive whole-of-government advice in that context.
Question: F146

Outcome 2, Output 2.3.1

Topic: Sale and Leaseback of Buildings 

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Carr asked: 

Is it the case that the ANAO has indicated that, in some cases, the Commonwealth will be out of pocket over the long term from the sale and leaseback of buildings?  Is there a systematic assessment of the costs/benefits of sale and leaseback arrangements? 

Answer: 

In analysing three sale and leaseback transactions, Finance believe that the ANAO failed to incorporate all of the costs and risks associated with property ownership, used projections based on historical CPI data (rather than Treasury or other forecasts), and used other unsuitable cost escalation factors.  The ANAO also did not consider flexibility and risk transfer as advantages to renting.

The overall interests of the Commonwealth were considered at length during the development of the Commonwealth Property Principles.  Finance provided extensive whole-of-government advice in that context.  Also in this context future savings and benefits need to be fully factored in from the social opportunity benefits from freeing up monies that would otherwise have been spent on interest payments.  The freed up money has enabled the Government to invest in Australia’s human capital in areas such as education, aboriginal welfare and health.
Question: F147

Outcome 2, Output 2.3.1

Topic: Sale and Leaseback Arrangements 

Hansard page:  N/A

Written Question on Notice: 30 May 2002

Senator Carr asked: 

How many agencies have moved from buildings that were subject to sale and leaseback arrangements?  What has been the cost of relocation? 

Answer: 

Responsibility for the management of leased properties has been devolved to individual agencies. Finance does not monitor accommodation activity of other agencies and is therefore not in a position to answer that question.
Question: F148

Outcome 2, Output 2.3

Topic: Property Management Branch 

Hansard page:  N/A

Written Question on Notice: 

Senator Carr asked: 

Has Austrade moved from a building, subject to sale and leaseback?  When did this occur?  Have there been other cases of agencies moving in similar circumstances?  What are the resource implications of this practice? 

Answer: 

1. Austrade has advised that it has not relocated from its current accommodation in R.G. Casey House, although it plans to do so.

2. The responsibility for the management of leased properties has been devolved to individual agencies.  Finance does not monitor the accommodation activity of other agencies and is therefore not in a position to answer this question.   

Question: 149

Outcome 2, Output 2.3

Topic: Citizen’s Electoral Council

Hansard Page:  F&PA 399

Senator Faulkner asked: 

When was the Citizens Electoral Council last audited?

Answer: 

The last audit of the Citizens Electoral Council annual returns was conducted on their 1998/1999 annual return in the calendar year 2000.
Question: F150

Outcome 2, Output 2.1.1 (Asset Sales)

Topic: Medibank Private Scoping Study

Hansard page:  N/A

Written Question on Notice: 5 & 6 June 2002 

Senator Evans asked: 

What is the rationale for the Government exploring the sale of Medibank Private?

Answer: 

The scoping study will examine whether or not Medibank Private should be sold.
Question: F151

Outcome 2, Output 2.1.1 (Asset Sales)

Topic: Medibank Private Scoping Study

Hansard page:  N/A

Written Question on Notice: 5 & 6 June 2002 

Senator Evans asked: 

There has been some debate about the ability of the Commonwealth to sell Medibank Private.  Does the Government have legal advice to this effect?

Answer: 

The Commonwealth has in the past received legal advice from Phillips Fox and Clayton Utz relating to its ownership of Medibank Private.  Legal issues surrounding the sale of Medibank Private will be considered as part of the scoping study into the future ownership of Medibank Private.
Question: F152

Outcome 2, Output 2.1.1 (Asset Sales)

Topic: Medibank Private Scoping Study

Hansard page:  N/A

Written Question on Notice: 5 & 6 June 2002 

Senator Evans asked: 

(a) Who will conduct the scoping study for the sale of Medibank Private?

(b) What will be the assessment criteria for this scoping study?

Answer: 

(a) The Department of Finance and Administration will manage the scoping study in consultation with relevant agencies, including the Department of Health and Ageing.

(b) The Scoping Study will examine issues relevant to the future ownership of Medibank Private for consideration by the Government.

Question: F153

Outcome 2, Output 2.1.1 (Asset Sales)

Topic: Medibank Private Scoping Study

Hansard page:  N/A

Written Question on Notice: 5 & 6 June 2002 

Senator Evans asked: 

(c) Medibank has 30% of the private health insurance market. If it was sold, what guarantees would there be that premium prices would not rise unduly?

(d) What would the impact of any price rises be on the over 3 million Australians with health insurance through Medibank Private?

Answer: 

Prior to the completion of the scoping study, any speculation on possible implications of any future ownership arrangement is premature.

