3

Evidence

Introduction

3.1 This chapter will consider the key issues raised in evidence during the
Committee’s inquiry including consideration of:

m the cross-cutting concepts within the Commonwealth Performance
Framework (the Framework);

m the individual components that make up the Framework, including;:

o corporate plans
o annual reports and annual performance statements

o Portfolio Budget Statement (PBSs).

Cross-cutting concepts within the Commonwealth
Performance Framework

3.2 A number of cross-cutting concepts were considered by the Committee.
These were:

m approaches to developing flexible but consistent performance
reporting

m achieving a ‘clear read” of performance information

= the need for continuous monitoring, reporting and evaluation.
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Approaches to developing flexible but consistent performance
reporting

3.3

3.4

3.5

3.6

Dr Stein Helgeby of the Department of Finance explained that one of the
focus areas of the reforms is to introduce greater flexibility for entities to
develop planning and performance information that is fit for purpose:

The framework ... proposes ... to relate the type of approach to
performance measurement and performance assessment to the
purpose which is being served by that information. It also
proposes to introduce greater flexibility than exists now in how
performance is measured and reported.'

The PGPA Rule provides entities with the flexibility to select the
appropriate types of performance measures to suit each entity’s individual
circumstances and best convey performance information.? For example:
using program evaluations as opposed to strictly quantitative key
performance indicators (KPIs). However, it should be noted that these
flexibilities were previously also available to entities, although they were
seldom used.?

In assessing whether entities had shifted to using more flexible
approaches to performance reporting as a result of the PGPA Act, Finance
used the example of entities’ recently released corporate plans to advise
the Committee that ‘[T]here is still a heavy reliance on key performance
indicators ... new kinds of performance methodologies ...[are] still
evolving’.# Finance also noted the conservative approach taken by most
entities in that KPIs and other annually produced information are
satisfactory, however ‘longer term evaluations or information that might
be relevant over a three or four-year period is harder to find.5

In commenting on the increased flexibility of the new performance
framework, Professor Kerry Jacobs explained to the Committee that
performance measurement requires a greater degree of flexibility to
‘[break] away from performance measurement for the sake of performance
measurement’.

Dr Stein Helgeby, Committee Hansard, 19 March 2015, p. 1.
Section 16E(2), Public Governance, Performance and Accountability Rule 2014.

Department of Finance (March 2014), Guidance for the Preparation of the 2014-15 Portfolio Budget
Statements, p. 31.

Mr Lembit Suur, First Assistant Secretary, Department of Finance, Committee Hansard,
10 September 2015, p. 2.

Mr Lembit Suur, Committee Hansard, 10 September 2015, p. 2.
Professor Kerry Jacobs, Committee Hansard, 4 June 2015, p. 7.
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3.7 The Australian Evaluation Society (AES) was also supportive of the
increased flexibility provided to entities in the new Framework:

The AES recognises that traditionally the measurement paradigm
has been deeply embedded into accountability reporting ... the
AES applaud the enhanced flexibility as a foundation element of
the enhanced Commonwealth Performance Framework. This
flexibility is expected to substantially improve the quality of non-
financial performance measures and the usefulness of information
provided. For entities which have been finding KPIs to be an
inadequate tool for accountability reporting, this new flexible
approach enables them to choose from a wider range of
monitoring and evaluation approaches to start presenting more

meaningful performance information.’

3.8 The AES went on however to explain that an increased reliance on
qualitative performance information will require ‘rigour and structure”:

The AES finds that program managers want to use performance
information to influence policy, program design and
implementation decisions and strive to report with credibility.
However, there needs to be some rigour and structure about
narrative assessments. Performance reporting based on
performance story reporting should be prepared in such a way
that the evidence used is clearly laid out, and the processes used to
reach the conclusion are transparent, meaning that the overall
assessment is well argued and capable of being independently
reviewed.?

3.9 The former Auditor-General also held some concerns about the potential
risks of increased flexibility, telling the Committee that:

Commonwealth entities will have considerable latitude in
determining the information that is reported, and, as a
consequence, it is likely that the performance information
available to Government and the Parliament will be diverse and
will make performance comparisons across Commonwealth
entities responsible for like programs or activities difficult.’

310  The previous Auditor-General further identified the tension in balancing
flexibility and ensuring that a minimum standard of information is

7 Australian Evaluation Society, Submission 6, p. 11.
Australian Evaluation Society, Submission 6, p. 11.

9  Mr Ian McPhee AO PSM, Auditor-General (Retired), Australian National Audit Office
(ANAO), Committee Hansard, 19 March 2015, p. 4.
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3.11

3.12

3.13

provided for the purposes of accountability — stating his reservation that
the balance had not been struck. He stated that although the Framework
‘contains the right building blocks’:

The absence of minimum requirements and standards, coupled
with the open-ended nature of the implementation approach,
including measures to bring home the responsibilities of
accountable authorities to lift the standard of performance
reporting means that the ANAO has reservations whether the goal
of having a performance regime that more effectively measures the
performance of Commonwealth programs and activities will be
achieved over the medium to longer term."

The Committee questioned Finance on the consistency of the information
presented in entity performance reports — suggesting that, for example,
different corporate plans are inconsistent in terms of ‘structure, the level of
detail and the alignment against expenditure’.! Finance advised the
Committee that:

The guidance or the material which sit underneath the rule are
exactly around making clearer what we expect to see in those
documents ... What we are trying to do is make quite explicit the
standard, the variety and the quality of things that we all want to
see in PBSs. So I absolutely agree with the starting proposition,
which is that they are inconsistent —inconsistent in quality,
inconsistent in coverage and inconsistent in look and
presentation —and what we are trying to do is get that
consistency.'

A separate but related theme is the need to ensure that performance
information is of high quality and reliability. The ANAO’s submission
highlighted that no “quality” criteria had been set in the Framework. The
ANAO suggested a possible enhancement to the Framework would be to
establish such criteria — such as whether the information and indicators
are relevant, reliable and complete.'

The ANAO submissions specifically noted that the “extent of flexibility
allowed by the framework and the absence of any criteria to guide the
performance measures to be included in corporate plans and annual

10 Mr Ian McPhee AO PSM, Committee Hansard, 19 March 2015, p. 5.

11 Mr Ken Wyatt, Committee Member, Committee Hansard, 19 March 2015, p. 9.
12 Dr Stein Helgeby, Committee Hansard, 19 March 2015, p. 10.

13 Australian National Audit Office, Submission 7, p. 3.
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3.14

performance statements will also affect the auditability of such
statements.”1

Being more flexible should allow entities to better manage risk, however,
ScottCromwell Pty Ltd stated in its submission that the Commonwealth
public sector was ‘predisposed to deal with risk in a “process-oriented
fashion’; not in any strategic framework addressing unforeseen risks in a
changing environment’. The Committee asked Finance to comment on
this statement, with Finance replying that the risk management policy
allowed for flexibility for entities to develop their own processes within
the framework."® This response failed to respond to ScottCromwell’s
opinion that the framework did not adequately address unforeseen risks
and changing environments.

Achieving a ‘clear read’ of performance information

3.15

3.16

3.17

Another concept within the Framework is that of a ‘clear read” between
planning and reporting. In providing a “clear read’, entities must ensure
that a reader can easily reconcile planned performance information
presented in corporate plans and PBSs with acquittal information
presented in annual performance statements and annual reports. While
accounting for the diversity of entities’ roles within the Commonwealth, a
‘clear read” also applies to working towards compatibility of performance
information across entities.

In its submission to the Committee, Finance states that the performance
framework:

Creates a clear line of sight between performance planning
(‘expected results’ published in corporate plans and portfolio
budget statements) and performance reporting (‘results achieved’
published in annual performance statements), effectively
bookending the annual business cycle of Commonwealth entities
and companies ..."

In outlining this “‘bookend” process, Finance’s Resource Management
Guide 130 states:

14 Australian National Audit Office, Submission 7, p. 3.
15 ScottCromwell Pty Ltd, Submission 9, p. 1.

16 Mr Robert Antich, Assistant Secretary, Department of Finance, Committee Hansard, 10
September 2015, p. 9.

17 Department of Finance, Submission 17, p. 2.
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3.18

Corporate plans and annual performance statements are the
bookends of the performance framework for Commonwealth
entities. The corporate plan is developed at the beginning of the
reporting cycle and sets out an entity’s strategies for achieving its
purposes and how success will be measured. The annual
performance statements are produced at the end of the reporting
cycle and provide an assessment of the extent to which an entity
has succeeded in achieving its purposes.'

Clear and consistent use of terminology is also important in achieving a
‘clear read” of performance information. The Department of Agriculture
noted the need to ensure that:

Clear ongoing terminology for performance documentation,
including future PBS, needs to be firmly established at this time.

While consistency is necessary to enable entities to take a uniform
approach to performance management and reporting, it is also
important that stakeholders in Parliament and the community are
able to understand the transition from the language of the PBS to
that of the new framework. As well as guidance to entities on
describing the transition in performance documentation,
communication by Finance to stakeholders would be valuable to
assist this understanding.™

Improving outcomes and accountability through monitoring, reporting
and evaluation

3.19

3.20

The Committee heard evidence suggesting that performance information
frameworks should support both better entity management and also
improved accountability. It was also noted that sometimes a tension exists
between improving management performance and improving
accountability.

Professor Kerry Jacobs emphasised the need for performance frameworks
to focus on achieving better management performance and outcomes
through advocating a shift towards ‘feedforward measurement’. Professor
Jacobs suggested to the Committee that the current performance
management framework has:

18 Department of Finance (April 2015), Resource Management Guide No. 130: Overview of the
enhanced Commonwealth performance framework, p. 5.

19 Department of Agriculture, Submission 22, p. 2.



EVIDENCE 25
...become dominated by compliance and a financial reporting
mentality where reporting high level quantitative measures to
external stakeholders is more important than reducing risk and
improving performance within the public entities.?
3.21  Inrelation to monitoring for improvement and evaluation, the Committee

3.22

3.23

3.24

heard that Finance had undertaken a PGPA Benefits Realisation Survey. In

describing the survey, Finance stated that:

The survey aimed to establish a baseline for assessing the impact
of the PGPA Act and to inform the guidance and support Finance
continues to provide to help entities realise benefits from the

reforms.?!

The Survey’s findings from some 168 respondents from over 100 entities

indicate that:

some entities are starting to realise benefits in the areas of risk
management, performance planning, internal controls, framework
simplification and reporting

but a large number of respondents either identified no benefits or
believe it is too early to say whether things have changed for the
better.?2

The Survey report also stated that remaining challenges for entities

include:

overcoming risk aversion
streamlining and improving internal processes

ensuring leadership understand the opportunities and can lead the
change

improving performance

limited resources to implement the PGPA Act among small
Commonwealth entities.?

In addition to the Survey, Finance submitted that they would analyse

entity corporate plans to identify examples of better practice and lessons

20
21
22

23

Professor Kerry Jacobs, Submission 1, pp. 1-2.

Department of Finance, Findings Report on the July 2015 PGPA Benefits Realisation Survey, p. 1.

Department of Finance, Findings Report on the July 2015 PGPA Benefits Realisation Survey, pp. 1-

2

Department of Finance, Findings Report on the July 2015 PGPA Benefits Realisation Survey, p. 2.
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learnt for the first two reporting cycles (until 2016).* No statement was
made whether this commitment extended beyond 2016 or to other
elements of the Framework such as annual performance statements.

3.25  Inthe longer term, all aspects of the Framework and broader PMRA must
be evaluated to assess their effectiveness. Section 112 of the PGPA Act
prescribes that the Finance Minister, in consultation with the Committee,
must commission an independent review of the operation of the Act and

Rules after the expiration of three years from the commencement of the
PGPA Act.?

3.26  Adding to the importance of monitoring, reporting and evaluation is the
need for cultural change within entities as foreshadowed by the Finance
Secretary’s comments in Chapter 2. Finance discussed this issue with the
Committee at its public hearing on 3 December 2015 stating that:

In terms of the general cultural change: that is a big change that we
are seeking to promote... we have very high levels of engagement
and senior levels of engagement across government around all of
this. We think that the level of interest that has been taken here is
significant. We have very ready access and participation in some
of our educational and other types of processes... But what I
would say is that across the sector as a whole people are still
inching their way forward rather than taking great leaps. That is
the issue we are facing at the moment.?

Corporate Plans

3.27  Insupporting Commonwealth entities and companies to develop
corporate plans, the Department advised that it had significant visibility
over many draft corporate plans. In particular, the Department stressed
that it had provided some 66 entities with feedback on draft corporate
plans as well as hosting 35 events to support the development of corporate
plans that drew over 1000 participants from 127 entities.?’

3.28  Finance stressed to the Committee the role that it played in facilitating the
smooth transition to the PGPA Act as well as in assisting Commonwealth
entities to be compliant with PGPA Act obligations. In engaging with and

24 Department of Finance, Submission 17, Attachment A.

25 Section 112, Public Governance, Performance and Accountability Act 2013.
26 Dr Stein Helgeby, Proof Committee Hansard, 3 December 2015, p. 4.

27 Dr Stein Helgeby, Committee Hansard, 10 September 2015, p. 1.
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3.29

3.30

advising entities about the need to comply with their obligations, Finance
advised the Committee that:

We are very active in talking about and making accessible to
people information about their obligations and so on and
supporting them in doing that. For example, I have mentioned
66 agencies showed us drafts. That is an example of the kind of
work we do. We also run things we call communities of practice
...which are very well subscribed and which represent a good
opportunity to build the skillset of people who are working on
these things.?

The Committee was interested in the level of engagement within entities
when developing corporate plans. Finance said that it was encouraged by
the “level of senior buy-in that has gone into many of these corporate
plans’ within entities, leading to better overall corporate plans.?°

Building engagement now also requires Commonwealth entities and
companies to be aware that the requirements of the CPF are legal
obligations. Under previous frameworks there was no such obligation.
Finance advised that Committee that:

It was put explicitly into the PGPA, and it sits there now, that
performance is an obligation and to give effect to that obligation
these rules are being delivered to give force to those things. That
would mean that it is a duty and it is legislatively a requirement
that all the different parts of the public sector that we are
interested in here have to take performance seriously and address
performance seriously. The issue that we have been talking about
today is in part about working within a construct like that and
making sure that we get the right arrangements in place to get the
traction that we all want to get here.®

Non-compliance with publication dates for corporate plans

3.31

In examining the process of developing corporate plans, Finance
commented on the length of time that entities have had to prepare these
documents:

A draft rule has been around since the beginning of the year. Our
initial proposal was that corporate plans be published by 1 July. In

28 Dr Stein Helgeby, Committee Hansard, 10 September 2015, p. 5.
29 Dr Stein Helgeby, Committee Hansard, 10 September 2015, p. 3.
30 Dr Stein Helgeby, Committee Hansard, 19 March 2015, p. 9.
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3.32

3.33

3.34

consulting with people they said that was too aggressive a
timeframe for something that many had to do for the first time and
so we put in place the 31 August timeframe as a result of that
comment. The final rule was done in May following a report from
this committee, but I think it is fair to say that people have been on
notice about the 31 August deadline from the beginning of the
year. As I am sort of implying, the 31 August deadline was, in our
view, a generous deadline. %'

Finance advised the Committee that as at 31 August 2015, 87 percent of
relevant Commonwealth entities and companies had published 2015-16
corporate plans on their websites as required. By 30 September 2015, that
figure had risen to 96 percent of relevant Commonwealth entities and
companies.??

The Committee was interested in understanding the reasons why full
compliance with the requirement to publish corporate plans was not
achieved by all entities.

Finance made a number of observations as to why this may have been the
case:

m for entities that have not been compliant, an assessment should be

made as to whether the reason for non-compliance was a simple one
(such as missing a deadline by a day or two; or that a Board meeting to
‘sign off’ had not taken place)3? or more complex (such as because the
organisation had been engaged in significant structural change)3

under the PGPA Act, corporate plans are to be prepared by two classes
of Commonwealth entity - those that had previously prepared
corporate plans as part of their business planning processes and those
entities that had not. Finance noted that of the entities that had
previously published corporate plans, many would not have published
corporate plans consistent with the new requirements of the PGPA Act.
This is because information which related to performance, risk or
operating environments may not have been previously included in
those entities” plans3

31 Mr Lembit Suur, Committee Hansard, 10 September 2015, p. 7.
32 Dr Stein Helgeby, Committee Hansard, 10 September 2015, p. 1.
33 Mr Lembit Suur, Committee Hansard, 10 September 2015, p. 7.
34 Dr Stein Helgeby, Committee Hansard, 10 September 2015, p. 7.
35 Dr Stein Helgeby, Committee Hansard, 10 September 2015, p. 4.



EVIDENCE

29

for most Commonwealth entities the new PGPA Act requirements
involve an emphasis on the forecasting of to allow a reconciliation with
actual performance. Finance noted that this signalled a shift for some
entities in that planning information in PBS previously did not have a
connection with other reporting tools such as annual reports (or
corporate plans, if these were used).%

Future development of corporate plans

3.35

3.36

As already mentioned, the Department has conducted a Benefits
Realisation Survey amongst entities. Results suggest that many entities
viewed the new Framework process as having had an impact on
improving reporting.’ However, the survey’s findings noted that:

... more work is required to encourage and support entities to
continue reforms to improve their realisation of benefits under the
PGPA Act.®

Finance made a range of commitments as part of the ‘next steps’ to be
undertaken. These included:

continuing to consult with entities to identify their needs and the causes
of any non-compliance

streamlining and simplifying the range of and access to the directions
and guidance material released in relation to estimates preparation and
resource management

continuing to issue PMRA Newsletters and encourage participation and
discussion on the PMRA Community on govdex to inform officials
about the reforms and the opportunities for entities to realise benefits
from the reforms

continuing to consult with entities on the development of new rules or
guidance

by July 2016, in consultation with entities and the Joint Committee for
Public Accounts and Audit, developing a rule and guidance for annual
reports for 2015-16

by late 2017, reviewing with the Department of Prime Minister and
Cabinet (PM&C) the requirements under the enhanced Commonwealth

36 Dr Stein Helgeby, Committee Hansard, 10 September 2015, p. 5.
37  Dr Stein Helgeby, Committee Hansard, 10 September 2015, p. 3.
38 Department of Finance, Findings Report on the July 2015 PGPA Benefits Realisation Survey, p. 1.
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performance framework and the Regulator Performance Framework
after a full cycle and consider whether they could be merged.3®

3.37  Finance’s submission also noted that the Department would also conduct
analysis of corporate plans with a view to identifying examples of better
practice and lessons learned.*? At the Committee’s public hearing on
3 December 2015, Finance advised the Committee that:

What we are proposing to do is produce a 'lessons learnt'
document, which we will circulate for people to absorb and use to
start informing their views as they move towards their second
corporate plans next year. It is also going to inform us about areas
that we need to focus on in terms of our education engagement
strategies so that we can focus on some very specific areas to get
some specific improvement in those areas.

One area which was probably the weakest is the performance
space. I think, fundamentally, that is because we are trying to
change something there quite considerably. Some other aspects of
the corporate plan, like the environment statements and things,
were quite new statements, so people were able to approach those
new and fresh....[and] for example, over the 12 months, leading
up to the next lot of corporate plans, we will be focusing very
heavily on those performance aspects and getting people to start
thinking about performance in a different way and to start
improving the way they measure performance and the way they
talk about performance.*!

3.38  Finance also explained that both the ANAO and the University of Sydney
are conducting projects aimed at assessing involved in various capacities
to assess the ongoing reforms and in particular, the development of
corporate plans.*

39 Department of Finance, Findings Report on the July 2015 PGPA Benefits Realisation Survey, pp. 4 -
8.

40 Department of Finance, Submission 17, Appendix A.

41 Mr Brad Cook, Assistant Secretary, Department of Finance, Proof Committee Hansard,
3 December 2015, p. 4.

42 Mr Lembit Suur, First Assistant Secretary, Department of Finance, Proof Committee Hansard, 3
December 2015, p. 6.
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Annual Reports and Annual Performance Statements

3.39  The other fundamental change to Commonwealth entities” performance
reporting obligations under the PGPA Act is the inclusion of an annual
performance statement in an entity’s annual report.

3.40  Two key issues arise in relation to this element of the CPF. The first is the
communication of annual report guidelines to Commonwealth entities
given the changes under the PGPA Act and the second is the guidance
provided by Finance to entities in the preparation of annual performance
statements.

3.41  Chapter 2 provided the background for the requirements for annual
reports and noted that, while prepared by the Department of Finance they
require approval by the Committee.*3

3.42  Given that there will be a change in the approach to be taken by entities in
the preparation of annual reports so that PGPA Act obligations are met,
the Committee was interested in the consultation process that would be
undertaken prior to the requirements for annual reports being finalised.
Finance stated in its submission to the inquiry that it would:

... begin meeting with Commonwealth entities through existing
communities of practice and forums. Feedback will be
consolidated into a consultation paper and released for public
consideration. Once settled the Department will consult with the
JCPAA seeking in-principle endorsement of an approach to annual
reporting for 2015-16. The Department will then prepare the draft
2015-16 annual reporting requirements for the JCPAA’s approval
as required under the PGPA Act, Public Service Act 1999 and the
Parliamentary Service Act 1999.4

3.43  The Committee enquired about the timeline for the issue of the annual
report requirements including provisions for having these approved by
the Committee. Finance, in a submission to the Committee, advised that it:

... intends to consult with the JCPAA in February 2016 and seek
in-principle endorsement to the approach to annual reporting.
This will be followed by the presentation of finalised 2015-16
requirements to the JCPAA for approval in May 2016.4

43 Section 44, Public Service Act 1999.
44  Department of Finance, Supplementary Submission 17.1, p. 2.
45 Department of Finance, Supplementary Submission 17.1, p. 2.
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3.44

3.45

Finance also advised the Committee that it would continue to assist
Commonwealth entities in producing annual reports in line with their
Framework obligations. Support would be provided through existing
communication channels including the Department’s websites,
communities of practice and forums for Chief Financial Officers.*6

In terms of the annual performance statement component of the PGPA Act
requirements, the Committee did not receive many comments in this
regard. The Reserve Bank of Australia did note however:

... the annual performance statement’s essential function is to
report on the extent to which an entity has achieved its main goals,
as set out in its corporate plan. In other words, the content (and
therefore function) of a performance statement is entirely derived
from the contents of the entity’s corporate plan. If the corporate
plan sets out what, in relation to its purposes, an entity expects to
achieve in a reporting period (as required by the Rule), its
performance statement must set out the extent to which it
achieved those purposes in that period.#

Portfolio Budget Statements

3.46

3.47

3.48

3.49

During the Inquiry the Committee received four different proposals from
Finance about how to change the system for presenting performance
information in entity PBSs. Each of the proposals would constitute a
change from the current system in operation, as described in Chapter 2.

The first proposal was to remove all planned performance information
from PBSs, with this instead only to be included in corporate plans.

The subsequent three proposals all were in the form of a ‘Direction” from
the Secretary of Finance, which would set minimum requirements for
performance information to be included in PBSs. Each proposed Direction
varied in what would be required — for example, whether information
was presented at the more detailed “program’ or more aggregated
‘purpose’ levels.

No draft guidance material was provided to the Committee to support
their interpretation of the proposed Directions, apart from some short
commentary in proposed Direction #1. However, some explanatory text

46 Department of Finance, Supplementary Submission 17.1, p. 3.

47 Reserve Bank of Australia, Submission 19, p. 6.
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3.50

was included in Finance’s submissions and the intent of particular
minimum requirements within the Directions was discussed at a series of
public hearings.

The following sections discuss each proposal.

Proposal to remove planned performance information from PBSs

3.51

3.52

3.53

3.54

In March, Finance informed the Committee of its proposal to remove
planned performance information from PBSs.

At the Committee’s public hearing on 19 March 2015, Finance told the
Committee that a central issue:

has been the question of where to publish information about
plan[ned] performance. There was a strong view ... that it should
not be published in two separate documents that appear close
together — that is, the [PBS] which appear on budget night and
corporate plans ... The overwhelming view was that only one
document should contain the plan performance information, and
that should be the corporate plan.4

Finance noted that the way PBSs were currently constructed ‘do not go
anywhere near providing a picture of the strategies, the resources, or the
means that are employed in order to achieve government objectives’.4
Finance elaborated on the deficiencies in the information currently
included in PBS documents:

PBSs are not a good guide ...to what is really important in terms of
how government operates. They are collections of different bits of
data that are not covering all the bases. They are not covering, in
particular, risk and capability. They are patchy on performance ...
They are not commenting on the environment and they are not
really covering everything either. Fifteen per cent of entities do not
have PBSs. Of those that do have PBSs, the framework that drives
the PBS on the performance side does not cover 100 per cent of the
money that gets spent; it only covers a proportion of that money.
... about 20 per cent of the total resources that are being applied
are being covered in that kind of way.%

Finance was of the view that, following the proposed change, PBSs would
still continue to explain the appropriation bills to Parliament on a portfolio

48 Dr Stein Helgeby, Committee Hansard, 19 March 2015, p. 1.
49  Dr Stein Helgeby, Committee Hansard, 19 March 2015, p. 7.
50 Dr Stein Helgeby, Committee Hansard, 19 March 2015, p. 9.
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3.55

3.56

basis at the required level of specificity (outlining the government’s
planned activities and resourcing in accordance with the outcomes and
programs framework). Finance emphasised that the PBS would continue
to play an important role in accountability, however, the corporate plan
would be the principal planning and operational document detailing how
an entity will organise itself to deliver on the activities and programs set
out in the PBS.%!

Finance’s view on this matter was supported by a number of submissions
to the inquiry.® For example, the Attorney-General’s Department stated in
its submission to the inquiry that:

... the Department is concerned that inclusion of the same or
similar information in both the PBS and the corporate plan may be
confusing to stakeholders and detract from, rather than improve,
the effectiveness of the newly enhanced performance framework.
As the timeframe for production of the PBS is short, outcomes are
specified at a high level, and some measures in the PBS are new, it
can be difficult to develop meaningful performance information
for the PBS. While performance information in the PBS could be
changed before its inclusion in the corporate plan, this is counter
to the purpose of including such information in the PBS. It could
also encourage a less rigorous approach to development of
performance information for the PBS and is duplication of effort.

The Department considers that it would be challenging to
effectively include a subset of performance information from the
corporate plan in the PBS as the PBS is produced first in time. PBS
outcome statements describe the purpose for which budget is
allocated which the Department considers sufficiently informs
Parliament of the intent of proposed expenditure without the need
for additional, high level performance information which is
developed within tight time constraints and is subject to change in
the context of the corporate plan.®

Airservices (formerly Airservices Australia), while acknowledging that it
does not receive appropriations as it is a Corporate Commonwealth Entity

51  Dr Stein Helgeby, Committee Hansard, 19 March 2015, p. 1.

52 Department of Social Services, Submission 4, pp. 2. See also Australian Crime Commission,
Submission 10, p. 2; Department of Health, Submission 18, p. 1, Australian Broadcasting
Corporation, Submission 20, p. 2; CSIRO, Submission 16, p. 2; Department of Industry and
Science, Submission 21, p. 1; Department of Agriculture, Submission 22, p. 2; and Civil Aviation
Safety Authority, Submission 12, pp. 1-2.

53 Attorney-General’s Department, Submission 3, pp. 1-2.
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under the PGPA Act, expressed concern about the continuation of planned
performance information in PBSs in its submission to the inquiry
suggesting that:

In our view the intended purpose of the Portfolio Budget
Statements should be clarified before considering what
information needs to be included or excluded from these
documents.*

Concerns of the Auditor-General

3.57

3.58

3.59

The ANAO impressed on the Committee that it had a number of concerns
about the removal of performance information from the PBS. In its
submission, the ANAO reminded the Committee that one of the guiding
principles for the PMRA, stated in the Explanatory Memorandum to the
PGPA Bill 2013, is:

“The financial framework, including the rules and supporting
policy and guidance, should support the legitimate requirements
of the Government and the Parliament in discharging their
respective responsibilities’.%

The previous Auditor-General criticised the proposal to remove
performance information from the PBS, stating that it:

[T]reats the parliament in the same way as other users rather than
recognising the central constitutional role of the parliament
especially in appropriating moneys to fund the government’s new
policy measures and ongoing programs, of which planned

performance is a key consideration.%

The previous Auditor-General further explained that this approach would
mean that:

‘Ministers who currently submit [PBSs] to the President of the
Senate and the Speaker of the House of Representatives to provide
accountability to parliament [would] no longer be directly
associated with the specific information presented on planned

54  Airservices, Submission 5, p. 2. Supported also by the Australian Public Service Commission,
Submission 11, p. 1.
55 Australian National Audit Office, Submission 7, p. 1.

56 Mr Ian McPhee AO PSM, Auditor-General (Retired), Australian National Audit Office
(ANAO), Committee Hansard, 19 March 2015, p. 2.
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performance, as this information would be included in entity
corporate plans and not in the [PBS].%

3.60  The previous Auditor-General also agreed with the Committee’s
contention that the relevant minister is responsible for the performance of
a relevant entity and that by not presenting information on planned
performance to the parliament at the time of the budget ‘weakens’ the
responsibility of the Executive.%

3.61  The previous Auditor-General was of the view that the existing
framework could be improved via the use of a succinct policy statement
that:

... articulates, firstly, minimum requirements for the inclusion of
information on planned performance in entity PBSs, when
Government is seeking appropriation funding from the
Parliament. Generally, this information would be a subset of
planned performance information reflected in an entity's corporate
plan. This approach would address the high-level information
requirements of the Parliament as well as the timing
considerations referred to earlier. It would be envisaged that these
requirements would include the expected achievements against
program or activity objectives for which funding is being sought.

... in our view the policy should articulate a clear expectation that
Commonwealth entities, particularly departments of state, will
include measures that both foreshadow, and subsequently assess,
the impact of government programs, where policy advising
responsibility rests with the department. Thirdly, in our view the
policy should articulate criteria that information presented in

relation to performance information must satisfy.%

Proposed Direction #1

3.62  The Committee did not accept the proposal to remove performance
information from PBSs, instead making the commencement of the broader
Framework conditional on the retention of performance information. The

57 Mr Ian McPhee AO PSM, Auditor-General (Retired), Australian National Audit Office
(ANAO), Committee Hansard, 19 March 2015, pp. 2-3.

58 Mr lan McPhee AO PSM, Auditor-General (Retired), Australian National Audit Office
(ANAO), Committee Hansard, 19 March 2015, p. 8.

59  Mr Ian McPhee AO PSM, Auditor-General (Retired), Australian National Audit Office
(ANAO), Committee Hansard, 19 March 2015, p. 4.
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Committee wrote to Finance specifically requesting requirements be set
for performance information in PBSs that:

m ... address the high level information requirements of the
Parliament as well as timing considerations

m ... include the expected achievements against program or
activity objectives for which funding is being sought.®

3.63  Finance indicated they would retain performance information in PBSs

3.64

through use of a Direction under subsection 36(3) of the PGPA Act. This

authorises the Secretary of Finance to ‘give written directions to
the accountable authority of a Commonwealth entity” to provide “any

information relating to the budget estimates for the entity that is required

by any direction [under the subsection]’.%! Finance advised the Committee

that this practice was consistent with administrative and legislative

approach to managing the Budget process and that all relevant entities are

bound to follow any such Direction.

A proposed Direction, provided to the Committee in late March, specified

that performance information would be at the program level and directed

at measuring the program’s impact.

3.65  The following minimum requirements were stated in proposed

Direction #1:

m ‘The performance measures identified in PBSs must be directed at

measuring the impact of programmes and their effectiveness in terms of

meeting the Government’s outcomes (if applicable) and the key
objectives of the entity...

m Where new material activities are being proposed for funding by the
parliament, the PBS must outline the performance measures that will
apply to these activities...

m The performance measures for established programmes that are
reported in an entity’s PBS must have a strategic focus, and must be
able to be read across the entity’s corporate plan for that year. 6

3.66  Insupport of the minimum requirements, the draft Direction also

included guidance as to the desirable qualities of good performance

60

61
62
63

Committee Chair to Dr Stein Helgeby, Department of Finance. Correspondence, 19 March
2015.

Section 36(2)(c) and 36(3), Public Governance, Performance and Accountability Act 2013.
Department of Finance, Supplementary Submission 17.1, pp. 4-5.
Department of Finance, Submission 17, Attachment 3, p. 4.
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information - in particular that ‘[i]t is desirable that performance
information in PBSs should clearly define targets (where appropriate)... 8.

3.67  After viewing the proposed Direction the Committee approved
commencement of the Framework, and in particular the preparation of
corporate plans under the new arrangements. However, the Committee
did not provide comment or in-principle support for the content of the
draft Direction.

Proposed Direction #2

3.68  In November 2015, Finance submitted an alternative proposed Direction
to the Committee.

3.69  The new proposal was a substantial change from the one viewed by the
Committee in March. The changes included:

m that performance information would be presented at the “purpose’ level
as opposed to the more detailed “programme” level

m less direct and less specific terminology — for example where proposed
Direction #1 stated that performance measures ‘must be directed at
measuring the impact of programmes’® the new proposal stated that
‘performance measures should provide an indication of the substantial
difference made’.56

3.70  The following minimum requirements were stated in proposed
Direction #2:

m Portfolio Budget Statements for each budget year from 2016-17 onwards
must include a statement of the discrete purposes described in a
Commonwealth entity’s corporate plan that applies to the same
reporting period, and as prepared under section 35 of the Public
Governance, Performance and Accountability Act 2013

m Portfolio Statements must include a set of high-level strategic
performance measures against each of the purposes described in an
entity’s corporate plan. These high-level strategic performance
measures should provide an indication of the substantial difference
made when each purpose is fulfilled successfully

64 Department of Finance, Submission 17, Attachment 3, p. 4.
65 Department of Finance, Submission 17, Attachment 3, p. 4.
66 Department of Finance, Supplementary Submission 17.2, Attachment A. [emphasis added]
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m Portfolio Budget Statements must provide an indication of the
connection between the programmes described in those statements and
the entity’s purposes. It is expected that this connection will be
presented as a mapping of programmes to purposes in a schematic or
tabular form

m Where practical, outcomes described in an entity’s contribution to
Portfolio Budget Statements should provide an indication of links to
outcomes provided by other Commonwealth entities.®

3.71  Insupport of the new proposed Direction, Finance’s observed that:

Portfolio Budget Statements will continue to provide information
to support Parliament’s consideration of appropriation amounts
being requested, including a strategic view of how the funding will
be used to fulfil an entity’s purposes, and how, at a high level,
success will be measured.®

3.72  Finance suggested that high-level performance measures would have a
number of characteristics:

m be a measure of entity purpose that actively seeks to assess, to
the extent possible, the effectiveness of the organisation in
meeting its purpose(s) (for example, a measure of a primary
activity it undertakes to fulfil its purpose(s));

m contain a clear description of the measure and its rationale i.e.
what is expected to change as a result of an entity’s activities
(for example, comparison or results during a certain period
against a baseline established as an average over an appropriate
period, because this is considered to provide the best measure
of the entity’s effectiveness in achieving its purposes over time);

m provide a clear description of the target or outcome that is
regarded to be a reasonable representation of success (for
example, a change in the productivity of an industry-sector as a
result of initiatives aimed at encouraging innovation);

m describe the method that will be used to determine the measure
(for example, a data-set collected by the Australian Bureau of
Statistics or a survey of clients expected to benefit from a
relevant initiative); and

m when the performance is expected to be reported (for example,
that the entity intends to report on this measure in its 2015-16 or
some later annual performance statement).5

67 Department of Finance, Supplementary Submission 17.2, Attachment A.
68 Department of Finance, Submission 17.2, p. 2.
69 Department of Finance, Submission 17.2, pp. 4.
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3.73 Finance further stated that:

The strategic information described against the purposes of an
entity would point to what is expected to be achieved by the entity
and the corporate plan would provide further detail on its other
activities. The rendition of this high-level performance information
in the Portfolio Budget Statement provides a direct link (an
“index”) to more detailed performance information provided in
the corporate plan, and gives the Parliament an appropriations
context for reading the entity’s corporate plan.”

3.74  The ANAO suggested however that:

Portfolio Budget Statements also have a different character to the
corporate plan, as they are a Ministerial document presented to the
Parliament as part of the Budget Papers. They have been seen as
the first stage of Executive accountability to the Parliament for the
use of resources, bookended by the Annual Report.

Under the proposed arrangements, funding will be sought by
government based on outcomes and programs, and performance
will be measured against an entity’s purposes. While entities will
be required to map outcomes and programs to their purposes...
the nexus between funding proposals and what is expected to be
achieved with the amounts appropriated by the Parliament is not
as direct as it is under the current framework ...therefore, a risk
that the Parliament will have less measurable information
available that links directly to the outcomes and programs for
which funding is being sought ...""

3.75  The ANAO further emphasised these risks, noting that:

m the performance measures included in Portfolio Budget
Statements will not focus on the impact of programs and their
effectiveness in achieving expected outcomes or objectives. The
revised direction no longer refers to impact or effectiveness,
focussing instead on providing an “indication of the substantial
difference made when each purpose is fulfilled successfully’.
There is also a difference in emphasis between the proposed
direction and other guidance material on the features of good
performance measures. Specifically, Finance’s Resource
Management Guide No. 131 states that ‘measures should
provide meaningful information on an entity’s purposes in

70 Department of Finance, Submission 17.2, p. 5.
71 Australian National Audit Office, Submission 7.1, p. 1.
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terms of the effectiveness and efficiency of activities focussed
on that purpose’

m performance measures on new activities may not be provided
to the Parliament as a matter of course. This was a requirement
in the earlier draft of the direction but not in the revised
direction.”

Discussion at public hearing regarding proposed Direction #2

3.76

3.77

3.78

Following receipt of the submissions from both Finance and the ANAO,
the Committee invited both entities to a public hearing on 26 November
2015 to discussed the updated proposal. At the public hearing, the
Auditor-General expressed his high level support for work being
undertaken by Finance, noting that ‘[C]conceptually, there is not much in
what Finance are talking about that we disagree with. The framework is
not something that we think is a poor one that they are describing’.”

Commenting on the ANAO’s submission in relation to Draft direction #2,
the Auditor-General stated the key question raised by the submission was:

... whether portfolio budget statements should be a stand-alone
document and contain sufficient information so that
parliamentarians do not have to unduly rely on other documents
such as corporate plans or annual reports when considering
budget proposals.’™

The public hearing canvassed three further areas of interest to the
Committee:

» granularity, particularly with respect to the provision of performance
information at the “program’ level

» the use of direct, specific and clear terminology

m the timely update of corporate plans relative to the appropriations
cycle.

Granularity

3.79

One of the key concerns of the Committee was that the level of
performance information that would be provided in PBSs would not be
presented in a manner that would be sufficiently detailed for the needs of

72 Australian National Audit Office, Submission 7.1, p. 2.

73 Mr Grant Hehir, Auditor-General, Australian National Audit Office, Proof Committee Hansard,
26 November 2015, p. 5.

74  Mr Grant Hehir, Proof Committee Hansard, 26 November 2015, p. 7.
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3.80

3.81

parliamentarians. In particular, concerns were raised that “program’ level
performance information would not be included in PBSs and instead
performance information would only be published at the aggregated
‘purpose’ level.

The Auditor-General told the Committee that:

There will no longer be a requirement to assess performance
against quantitative deliverables and key performance indicators
at a program level in performance budget statements. Performance
is to be assessed against entities' purposes. It will therefore be
important that there is a clear relationship between outcomes,
programs and the related purposes in the guidance that the
department puts out.”

Although not discussing program level changes, Finance noted, however,
that those matters ‘that would materially change the corporate plan -
financially or in performance terms - will be in the PBS’.7

Terminology

3.82

3.83

3.84

The use of particular terminology during the development of the
proposed Directions has been one of the Committee’s core concerns. The
Committee questioned whether the terms used in various iterations of the
Direction were sufficiently direct, specific and clearly explained.

Considering the revised draft Direction, the Auditor-General told the
Committee that proposed Direction #2:

... no longer refers to measuring the impact of programs and their
effectiveness but focuses instead on requiring entities to provide
an indication of the substantial difference made when each
purpose is fulfilled.”

The Committee was interested in why Finance was suggesting that the
terminology change from the more direct and specific language in
proposed Direction #1 to the less direct and less specific terms in proposed
Direction #2. Finance advised the Committee:

Efficiency, economy, effectiveness and ethical are the key
principles in the PGPA. In one sense, I think the language is
different, but it is not intended to express an entirely different
concept. When people use the word 'outcomes', they typically

75 Mr Grant Hehir, Proof Committee Hansard, 26 November 2015, p. 2.
76  Dr Stein Helgeby, Proof Committee Hansard, 26 November 2015, p. 2.
77 Mr Grant Hehir, Proof Committee Hansard, 26 November 2015, p. 2.
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3.85

3.86

3.87

mean two things, which are not particularly well correlated. One is
a thing called an outcome which forms the basis on which a lot of
appropriations are conducted. Then there is another definition of
'outcome' which is effectively the difference that you make, as in
'what you have achieved for the community'... All we are trying to
do is to nuance that language to allow those other concepts, the
concepts of efficiency, the concepts of economy and the concepts
of appropriateness, to come into the mix ...

The Committee was interested as to whether changes in the language of
the revised draft Direction would make auditing of the performance of
programs and entities more difficult. The Auditor-General advised that it
would not. However, it was noted that if there was “...clarity around
what the words mean, then it gives us a better framework to operate from’
and also “‘making sure that there is clarity in the guidance it sits around’.”

Regarding the clarity of terminology, the key issue discussed was that
linkages and/ or differences between the budget framework and
performance framework terminology. Specifically that the budget
framework uses the terms of ‘outcomes’” and ‘programs’, but the
performance framework uses “purposes” and “activities’.

Finance acknowledged that some of this terminology refers to closely
aligned concepts. Finance advised the Committee that:

There are naturally questions about what is the relationship
between outcomes, programs and purposes. In many cases they
would be identical, but not in all cases ... purposes and corporate
plans become the thing that really articulates what this is all about.
Outcomes and programs will either evolve to match that or we
will have to reframe them in some way so that we do not get
simply an exercise in cutting up agencies and cutting up financing
in four different ways.

Timeliness

3.88

The Committee was also concerned about how long it might take to
update entity corporate plans after each point in the budget cycle — in
particular whether, following the tabling of a budget, updated corporate
plans would be available for Senate Estimate’s scrutiny.

78  Dr Stein Helgeby, Proof Committee Hansard, 26 November 2015, p. 4.
79 Mr Grant Hehir, Proof Committee Hansard, 26 November 2015, p. 5.
80 Dr Stein Helgeby, Proof Committee Hansard, 26 November 2015, p. 2.
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3.89

3.90

391

3.92

As noted in the previous chapter, corporate plans for 2015-16 were
published by the end of August. A core concern of both the Committee
and the Auditor-General was that this release cycle comes several months
after the release of the federal Budget and does not inform the passage of
the May Appropriation Bills through Parliament.

The Auditor-General suggested that financial reports should be released
as soon as possible.8

Finance was asked about how the PBS interacts with the corporate plans
and the annual reports, and how these elements of the Framework can be
timed appropriately for the benefit of Senators during the budget
estimates process.®2 Finance informed the Committee that:

... the Committee has previously debated whether or not to seek
to bring forward the formal tabling of corporate plans to budget
night. There is simply a practical logistical issue, given the way
that budgets are normally managed ... We would expect that
corporate plans would be updated quickly thereafter. The other
discussion in this committee has been how quickly that can be. For
the first round of corporate plans, we made it August to get
everybody across the line. As experience builds, we will be
seeking to bring that forward, because we think that the case for
being able to expedite that grows stronger as people become
comfortable with it.8

The Committee asked Finance whether, as part of the Senate Estimates
processes, the performance information that Senators would have access
to would be accurate and whether Senators would have access to all the
information that they require to “prosecute the PBS’. On this matter,
Finance advised the Committee that it could not provide a ‘yes or no’
response.’® However, Finance noted that:

...in a PBS, as we currently envisage it, all the changes which
would subsequently be reflected in a corporate plan that are
driven by the decisions of the government will be in the PBS. So
those things which materially change the corporate plan —
financially or in performance terms — will be in the PBS. The
corporate plan itself will at some point in time — and we are

81 Mr Grant Hehir, Proof Committee Hansard, 26 November 2015, pp. 6-7.

82 Senator McKenzie, Committee Member, Proof Committee Hansard, 26 November 2015, p. 5.
83 Dr Stein Helgeby, Proof Committee Hansard, 26 November 2015, p. 5.

84  Dr Stein Helgeby, Proof Committee Hansard, 26 November 2015, p. 5.
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trying to bring that point in time forward — catch up with the
PBS.%

393  On the related matter, the Committee flagged that next year it would
consider whether the current 15 October deadline for delivery of Annual

Reports to Ministers for subsequent tabling in Parliament should be
brought forward to ensure reports are available for use in the October
Senate Estimate hearings.%

Proposed Direction #3

394  Inresponse to the concerns raised by the Committee, Finance provided a
third proposed Direction on 2 December 2015. The Committee held a final

public hearing on 3 December 2015.

3.95  The following minimum requirements were stated in proposed
Direction #3:

Portfolio Budget Statements must indicate the connection between the
appropriated outcomes and programs of an entity to the entity’s
purposes as expressed in its corporate plan. This connection will be
presented by mapping outcomes and programs to purposes in a
schematic or tabular form

Portfolio Budget Statements must include at least one high level
performance criterion to assess the impact of programs and their
effectiveness in meeting each of the entity’s outcomes and purposes

Where new or materially changed programs are proposed for funding,
the Portfolio Budget Statement must outline the delivery and
performance criteria for these programs, and the purpose in the entity’s
corporate plan to which it is linked

High-level performance criteria for established programs that are
reported in an entity’s Portfolio Budget Statements must be able to be
read across to the entity’s corporate plan

Outcomes or programs described in an entity’s Portfolio Budget
Statements should provide an indication of links to relevant outcomes
or programs in other Commonwealth entities.%

85 Dr Stein Helgeby, Proof Committee Hansard, 26 November 2015, p. 6.
86 Mr lan Macfarlane, Committee Chair, Proof Committee Hansard, 26 November 2015, p. 6.
87 Department of Finance, Supplementary Submission 17.3, Attachment A.
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3.96

3.97

3.98

3.99

Proposed Direction #3 reincorporates many of the elements contained in
proposed Direction #1, viewed by the Committee in March. In particular,
it provides:

m performance information at the “program’ rather than the “purpose’
level

= includes more direct and specific terminology in some instances.

Although the terminology of proposed Direction #3 could be more
specific, it also indicates:

» that for every program in the PBS there must be least one high level
performance criterion?®

m that for new or materially changed programs, all performance criteria
must be included in the PBS®

m that for established programs a high level sub-set of the program’s
performance criteria must be included in the PBS.

The Committee’s investigation of proposed Direction #3 focused on:

m the differences between current guidance and proposed Direction #3
m the timeliness of corporate plan updates

» the presentation of financial information in PBSs.

Each of these aspects is discussed in detail below.

Differences between the current guidance and proposed Direction #3

3.100

3.101

3.102

Finance’s supplementary submission included information about how the
proposed changes would differ from the way that PBSs are currently
presented.

Of importance also was how the current instructions to entities regarding
preparation of performance information for PBSs (the current guidance)
differed from proposed Direction #3 — in other words, what might be lost
or gained from a framework rather than an operational perspective.

Firstly, the Committee noted that the current system only includes
‘guidance’ for performance information in PBSs, rather than the more
authoritative ‘Direction” under consideration.

88 Dr Stein Helgeby, Proof Committee Hansard, 3 December 2015, p. 1.
89 Mr Lembit Suur, Proof Committee Hansard, 3 December 2015, p. 2.
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3.103

3.104

3.105

3.106

3.107

3.108

However, the Committee’s investigation found that the current Guidance
contains specific references to the following elements that are not
discussed in proposed Direction #3:

... how the programme delivered against a target for the last
Budget, in this case 2014-15, with data also provided about
planned targets for the current Budget and forward years, where
relevant.®

The Committee queried whether the as yet undeveloped guidance
supporting the Direction would discuss these matters.

In relation to whether entities PBSs would be required to report how
programmes delivered against a target for the last Budget, Finance
responded that it is not proposed to ‘significantly change guidance in this
area for the preparation of the 2016-17 Portfolio Budget Statements’.%"

Finance also stated that the guidance would explain that PBSs should
include planned program targets for the current Budget, forward years, or
beyond.% However, it was not clear from Finance’s response that actual
targets or expected achievements would be expected to be included in
entity PBSs.

Finance also confirmed that: “‘where a new program is proposed in the
Budget, the full suite of the performance criteria by which results will be
assessed must be set out for budget year and, where relevant, forward
years in the Portfolio Budget Statement’. %

Finance further confirmed that corporate plans: ‘should contain
information on planned programme targets for the current Budget,
forward years, or beyond’. Finance noted that ‘a corporate plan must
include information on how the entity’s performance will be measured
and assessed, including any measures, targets and assessments that will
be used to measure and assess performance’. This includes coverage of at
least four reporting periods. Finance further stated that ‘[E]ntities are free
to set out how their performance will be measured and assessed over a
longer period of time if required”.%

90 Department of Finance (March 2015), Guide to preparing the 2015-16 Portfolio Budget Statements,
pp. 37-38.

91  Department of Finance, Supplementary Submission 17.4, pp. 1 - 2.

92 Department of Finance, Supplementary Submission 17.4, pp. 1 - 2.

93 Department of Finance, Supplementary Submission 17.4, pp. 1 - 2.

94  Department of Finance, Supplementary Submission 17.4, pp. 1 - 2.
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3.109 At the Committee’s public hearing, the Committee asked Finance about
whether Senators would lose any information in PBSs as a result of the
changes outlined in the third draft Direction. Finance, referring to
Appendix C of its submission, responded:

... You will see that there are quite a number of areas where there
are no changes. A couple of areas in the portfolio overview and
also in section 1 remove duplication. The duplication that is
removed ...in the hierarchy of things, budget papers rank higher
than portfolio budget statements... In section 1, there is a small
proposed change to third-party payments. It is a consolidation
within a table ... Down below is where the changes would be.
Reading across, the first item there is, for each outcome, the
description of the strategy and contributions. What we would be
proposing here is that parliament would still see the outcome
statement, but it would also draw attention to the performance
information tables ...Further detail around the purposes and
strategies is in the corporate plan.%

3.110  One of the newly introduced terms into draft Direction #3 was in
reference to the provision of detailed performance information. Draft
Direction #3 requires that newly introduced measures that will have a
‘material impact’” on existing measures will be highlighted in PBSs. In
outlining this change, Finance advised the Committee that:

We have also included a provision that, where new or materially
changed programs are proposed for funding, the portfolio budget
statement must outline the delivery of performance criteria for
those programs. In the interest of clarity, existing program-level
performance information and information for new or changed
programs is proposed to be presented in one table within the
portfolio budget statements.%

3.111 Finance also advised the Committee that:

The key improvement ...is that we show each measure in the
budget against the program it relates to. Where that measure has a
material impact on the program, or indeed if the measure
represents a new program, in that third column across, called
'performance criteria', we show in italicised text how that budget
measure's performance will be assessed. If it is a change to an
existing performance criteria in a program of which that measure

95 Dr Stein Helgeby, Proof Committee Hansard, 3 December 2015, p. 2.
96 Dr Stein Helgeby, Proof Committee Hansard, 3 December 2015, p. 1.
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is a part, then that will be showed in italicised text. If it is a
completely new program, all of the performance criteria relating to
that new program will be shown in italicised text. By looking
down that column, senators and members can see where there is
continuity in the performance criteria or where the performance
criteria has changed. I think that gives a much clearer read as to
the impact of the moneys that we are seeking the parliament to
appropriate and to the impact those moneys will have on
government activities.%

3112 In commenting on the overall Draft Direction#3 provided by Finance, the
Auditor-General advised the Committee that:

I think they address a number of the issues raised by the
committee at the last meeting. The one area which the committee
raised some issues about which is still substantive is what has
been alluded to today that information which currently is in the
PBS with respect to KPIs and specific information around
performance is now going to be in other documents, the annual
report and the corporate plan. Finance, in their document, state
that the corporate planes will be expected to be updated prior to
estimates, which I think is a response to the committee's concerns
in there. It might be a view that the committee might take that they
would like a stronger statement than in a policy paper. If that is
going to be the key source document for consideration of budget
documentations or the key contemporary source document for a
lot of detail, there should be a stronger expectation or maybe a
direction around the making of that information available for
committee consideration at budget time. As we said last time, a lot
of these changes we are very supportive of. I think a lot of what
Finance has done addresses concerns but that still would be the
key issue that was raised last time, where there might be room for
some more activity.%

Timeliness of corporate plan updates

3.113 Inrelation to the issue of timeliness, Finance’s supplementary submission
advised that:

It is expected that entities” corporate plans will be updated to
incorporate new or materially changed programs, as presented in

97 Mr Lembit Suur, Proof Committee Hansard, 3 December 2015, p. 2.
98 Mr Grant Hehir, Proof Committee Hansard, 3 December 2015, p. 6.
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the Portfolio Budget Statements, as soon as practicable following
the presentation of appropriation bills to the Parliament, noting
the Committee’s interest in having up-to-date corporate plans
available for Senate Estimates hearings.*

3.114 However, Finance later commented in the public hearing that corporate
plans might only be updated after Senate Estimates:

We would expect entities to update their corporate plans to
include new or changed programs as soon as practicable after the
appropriation bills have been passed by parliament.'®

3.115 The Committee asked whether there were any difficulties in providing a
direction that performance information in corporate plans be updated
prior to the commencement of the Budget estimates cycle. Finance advised
the Committee that the guidance relating to the PBS would express such
an expectation, However, given the nature of Budget delivery:

In some cases, it is only when the budget bills are presented to the
parliament that entities know the detail of what is in the budget
that relates to them, so our intention is to say in the guidance that,
when the budget bills are presented to the parliament ...entities
then update their corporate plan for the budget. If they do thatin a
timely fashion, those updated corporate plans will be available for
the budget estimates hearings.'"!

3.116  Additionally, Finance noted that while it was intended to require that
corporate plans be updated following the presentation of the Budget, that:

... the question, really, is about what the appropriate form is and
what the appropriate document is, within which that intention is
expressed ... it is actually currently in the submission, but it
certainly will be in our documentation.®?

3.117 The Committee was interested in the distinction between Finance’s
expectation that corporate plans would be updated “as soon as practicable’
following the release of the Budget and the requirement that this process
occur prior to the commencement of the Senate Estimate’s process.
Finance advised the Committee that:

The words 'soon as practicable' are a reference to the words used
in section 16E of the PGPA rule, which is, 'Corporate Plan for

99 Department of Finance, Supplementary Submission 17.3, p. 3.

100 Dr Stein Helgeby, Proof Committee Hansard, 3 December 2015, p. 1.
101 Mr Lembit Suur, Proof Committee Hansard, 3 December 2015, p. 6.

102 Dr Stein Helgeby, Proof Committee Hansard, 3 December 2015, pp. 6-7.
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Commonwealth Entities'. Subsection 6 of that rule requires, where
there is a variation that is significant, an accountable authority to
publish that variation in the corporate plan 'as soon as practicable'.
We are using the words that are used in the framework ...1%

3.118 Inrelation to timing, the Auditor-General told the Committee:

... one of the changes that are happening here is that some
information is going from a document to parliament to another
document which is not to parliament, which is the corporate plan.
What parliament has to rely on is a document which does not go
to parliament. With respect to the documents that go to
parliament, there are strict rules about when they have to be
available. With this document, the corporate plan —the intent of
the introduction of which we support—it does not have that
framework around it, but there is an expectation that the
parliament should rely on that information in undertaking its
activities, and I think that the tension between those two things is
the issue that you would need to deal with in your
consideration. '

3.119 Inits supplementary submission to the inquiry, the ANAO notes that:

... paragraph 20 of Finance's submission comments on the timing
and updating of corporate plans, including updates aimed at
providing the Parliament with information when it is considering
the appropriation bills. This observation raises the question of
whether to align the publication of entity Corporate Plans with the
Budget cycle, which would enable corporate plans to be available
to the Parliament at the time of its consideration of the
appropriation bills, or to include relevant updated information
from the corporate plan in the Portfolio Budget Statements.'%

3120 The Auditor-General also emphasised this point at the Committee’s public
hearing stating that:

Finance, in their document, state that the corporate plans will be
expected to be updated prior to estimates, which I think is a
response to the committee's concerns in there. It might be a view
that the committee might take that they would like a stronger
statement than in a policy paper. If that is going to be the key
source document for consideration of budget documentations or

103 Mr Lembit Suur, Proof Committee Hansard, 3 December 2015, p. 7.
104 Mr Grant Hehir, Proof Committee Hansard, 3 December 2015, p. 7.
105 Australian National Audit Office, Supplementary Submission 7.1, pp. 1-2.
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the key contemporary source document for a lot of detail, there
should be a stronger expectation or maybe a direction around the
making of that information available for committee consideration
at budget time.'%

Presentation of financial information in PBSs

3.121 Finance also advised in relation to improving the presentation of financial
information in the PBSs that:

At the moment there are two tables in the portfolio budget
statements that have this information, and the program
information is not made explicit in either of those tables. What we
are proposing to do is to structure the tables so that the outcome is
specified, the program is specified in detail, you have the
estimated actual expenses from the current year and then you
have the appropriations being sought in the budget year and the
three forward estimates years, and all of that is in one table. At the
moment, you have to go to three places in the PBS to put all of this
together. Our view is that this is a significant improvement in the
presentation of information.'”

106 Mr Grant Hehir, Proof Committee Hansard, 3 December 2015, p. 6.
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