FINANCE MINUTE ON
REPORT 263
ASPECTS OF DEFENCE EQUIPMENT
SUPPORT, VOLUME 2: TECHNICAL
DOCUMENTATION
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CHAPTER 3
DEPARTMENT OF FINANCE MINUTE

3.1 This Minute has been prepared on the basis of
information provided by the Department of Defence.

3.2 1In this chapter each of the Commikttee's
recommendations is reproduced in turn and is followed oy
the response,

Timeliness of Supply

Recommendation (paragraph 1.28 of Volume Two of
Report 263)

The Committee recommends that the Department of
Defence promulgate instructions to the Services to
ensure that the appropriate technical authorities
(such as the Aeronautical Research Laboratories) are
closely involved in the specification of contract
data requirements (including mechanisms to ensure the
timely acquisition of relevant data, for example
source codes, not able to be specified at the time of
contract negotiation but required over the life of
the project).

Response

3.3 This recommendation is accepted. Project managers
are currently required to consult with appropriate
technical authorities at each phase of a project, ~and
initial and ongoing requirements for data and technical
documentation are defined. Where the documentation :s
unable to be specified, alternative 4action foreshadow:ng
the requirement and the need for wultimate contractual
obligation is taken. However, it is not possible to
guarantee that in such cases all desired data will always
be provided by the equipment manufacturer.

3.4 The Defence Contracting Organisation (DCO) requests
client organisations to submit data and technical
documentation requirements for major equipment purchases
and, for other types of equipment, consults with clients
about such requirements. As a result of these processes,
the requirements are included in contracts.

3.5 The relevant instructions are contained in the
Capital Equipment Procurement Manual, Defence Contract:ing
Instructions and Defence Contracting Circulars, and are
updated as necessary.

Recommendation ({(paragraph 1.28 of Volume Two of
Report 263)

The Committee recommends that the Department of

Defence develop revised 'pro-forma' contract clauses
covering the provision of technical documentation.
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Fesponse

3.6 This recommendation is accepted; the contract
clauses referred to by tne Committee are airsady in use.
Since 1985, the scandard Defence tender and contract
document has had pro-forma contract clauses covering the
provision of technical documentation. Furcher guidance
will also be contained in the planned nhandbook for project
managers on technical data packages which is currently
being developed within the Department.

Adeguacy of Documentation

Recommendation (paragrapn 1.36 of Volume Two of
Report 263)

The Committee recommends that the Department of
Defence formulate guidelines to determine the minimum
standard for technical publicaticns in  every
instance.

Response

3.7 This recommendation 1is accepted; in effect such
guidance is already available or being prepared. An
Australian Defence Standard "Engineering Drawing -
Acquisition and Preparation For Defence Equipment
Specification® was issued in February 1987 whilst another
entitled “"Production of Military Technical Manuals"™ is
currently being printed.

3.8 Guidance is also provided in the Deience
Standardisation Manual, which includes instructions on the
derailed requirements for Defence specifications and
standards, and the DCO Specification Handbook, which 15
designed to assist. those responsibie” for developing
specifications which are to be subsequently used in
soliciting tenders for suppiies to commercial standards.
Further guidance will also be contained in the proposed
handbook for project managers on technical data packages.

Recommendation (paragraph 1.36 of Volume Two of
Report 263)

The Committee recommends that the Department of
Defence formulate guidelines to implement universal
procedures ensuring that documentation will be made
available in time to meet these standards.

Response

3.9 This recommendation is accepted 1in principle.
However, ‘'universal' procedures might require a aegree oi
uniformity in Service practice which 1is not always
achievable because, for instance, of the size of existing
separate systems and differing Service requirements.

216



9f Ilm€liness, zTEcani
ecarmined during che delinition pha
a capita: acquisition project and incorporated in the
orime equipment contract. Documentation standards ana
delivery times are monitored, but contractors will not
necessarily always guarantee that the full range of
operational and maintenance documentation will be
available at a particular time (eg on equipment delivery).

Recommendation (paragraph 1.36 of Volume Two of
Report 263)

The Committee recommends that the Department of
Defence formulate guidelines to establish suitable
training courses for technical writers.

Response

3.11 This recommendation is accepted. Defence Dpelieves
that such courses are best conducted by organisations
specialising in education/training, and has oeen
investigating establishment of suitable training courses.
Negotiations are at an advanced stage with a firm
specialising in the writing of technical publications to
provide a pilot training course. Candidates would be able
to sit for a London City and Guilds Licentiate Certificate
in Technical Writing Techniques and Authorship on
completion of a two stage training program. Guidelines
about the Defence requirements in courses for technical
writers will be developed as needed.

Recommendation (paragraph 1.36 oOf Volume Two of
Report 263) .

The Committee recommends that the Department of
Defence formulate guidelines to- expand existing

training programs to encompass technicail
documentation.
Response

3.12 This recommendation is accepted ain part. It 1s
current practice in the Services for instruction in the
use of technical documentation to be included in
appropriate training courses. These Service requirements
are in effect guidelines on this subject. Improved Navy
performance in this area should resuit from the review of
training arrangements being undertaken 0 determine the
adequacy of coverage of technical documentation. Training
arrangements are assessed as part of ongoing management
and review activity.

Recommendation (paragraph 1.36 of Volume 7Two of
Report 263}

The Committee recommends that the Department of
Defence formulate guidelines to ensure that qualified
professional staff (and/or technical writers) write,

compile ~ and regularly review engineering
instructions.
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Resgense

3.13 This recommendation is accepted in principle.
Engineering instructions may be prepared by parent
equipment manufacturers, local contractors or Service
staff. The Department does not control the staff writing
instructions for overseas manufacturers, and has only
limited influence on the manufacturers' staffing aecisions
through specification of Defence requirements for
documentation. There has been some dissatisfaction witn
the ability of some local contractors who write technical
documentation, but firms employing good technical writers
are rare. Short of declining to use their services, there
is 1little that can be done to influence the quality of
their staff.

3.14 1t should, however, be noted that a Service sponsor
will examine technical documentation to ensure that it is
of suitable quality. Within the Services, staff engaged
in writing, compiling and reviewing engineering
instructions are appropriately qualified professionals.
Their principal formal qualifications may be in a field
such as engineering, rather than writing, but they will
have had training in technical writing. 1In view of these
considerations, it is not feasible to produce guidelines
as comprehensive as those proposed by the Committee.

Recommendation (paragraph 1.36 of Volume Two of
Report 263)

The Committee recommends that the Department of
Defence formulate guidelines to encourage operational
staff to verify technical documentation and report
those matters described in handbooks etc which are
ambiguous or not accurate. ’

Response

3.15 This recommendation is accepted. Operational staff
within the Services are actively encouraged to verify
technical documentation, and arrangements already exist
for reporting documentation deficiencies. These are in
effect the type of guidelines proposed by the Committee.

Revision and Updating of Technical Documentation

Recommendation (paragraph 1.42 of Volume Two of
Report 263)

The Committee recommends that, for major projects,

publication and training provisions not be reduced to
make savings in a project.
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Response

3.16 This recommendation is accepted in principle. Since
the advent of the Capital Procurement Organisation ana
improved financial management of total project £funds,
reductions in publication and training provisions have not
been necessary. Defence accepts that in principle such
reduyctions are updesirable; however, in times of strict
financial constraint no guarantee can be given that
cutbacks in this area will not occur. In such a
situation, all aspects of a project come under review, and
priorities need to be assigned to the competing claims for
funds.

Recommendation (paragraph 1.42 of Volume Two of
Report 263)

The Committee recommends that, for major projects,
the Department ensure £lexibility in funding to
accommodate rapid changes in publications
requirements and costings.

Response

3.17 This recommendation is accepted. As a result of
discussions with the Department of Finance, maintenance of
technical publications will now be charged against
expenditure Division 234-06: "Other Equipment and
Stores". This change should provide greater flexibility
in the funding of technical publications.

Recommendation (paragraph 1.42 of Volume Two .of
Report 263)

The Committee recommends that, for major projects,
technical documentation be part of the integrated
logistic support plan.

Response

3.18 This recommendation is . accepted. Technical
documentation is already an accepted element in the
Integrated Logisti€ Support (ILS) plans of the three
Services, and this requirement is reflected in the ILS
section of the Capital Equipment Procurement Manual, which
details the technical, industry, financial and procurement
policies and procedures to be followed in the acquisition
of capital equipment for the Department of Defence.

Recommendation (paragraph 1.42 of Volume Two of
Report 263)

The Committee recommends that, for major projects,

dedicated staff on project teams be responsible for
technical documentation.
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ponse

3.19 Inis recommendacion is accepted in part. Depending
on the nature of the project and stafi iimits, it may not
always be necessary or feasible to have specialist stafi
dedicated to the technical documentation area. Reliance
on Service technical staff who perform a number of
functions may be necessary and sufficient.

3.20 The Efficiency Review (ER) of Defence Procedures for
the Acquisition, Production and Updating of Technical
Publications, which was conducted by a departmental review
team, was £finalised in March 1986. The ER Report
recommended that a specialist group, formed to aevelop
suitable publication guidelines and standards, be
available to provide specialist advice to project teams as
required. Defence is currently working on the
implementation of this recommendation.

Recommendation (paragraph 1.42 of Volume Two of
Report 263)

The Committee recommends that, £or major projects,

contractual arrangements include technical

documentation.

Response
3.21 This recommendation is accepted. Contractual
arrangements already deal with technical documentation, as
mentioned in paragraph 3.6. Generalliy, technical

documentation is a separately costed item, subject .to
evaluation in every case, and which becomes a deliverap.e
in the schedule of requirements for the contract.

Recommendation (paragraph 1.42 of Volume Two of
Report 263)

The Committee recommends that, for major projects,
involvement of technical authorities eg ARL, from the
onset of projects, and including support for contract
negotiations.

Response

3.22 This recommendation is accepted. Project managars
currently consult technical authorities at tne
"Requirement Determipation®, "Reqguest for Tender", “Tender
tvaluation® and "Contract Negotiation" phases of all major
projects. Actual parcicipation by technical stafi 1in
contract negotiations would, however, depend on tne
importance and complexity of the technical documentation
aspects of a particular project.
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Recommendation (paragraph 1.43 of Volume TwWwOo o
Report 263)

rn

The Committee recommends that the Department
implement technical documentation procedures which
use computerized equipment for document management
and revision.

Response

3.23 This recommendation is accepted in principle. all
Services are working towards greater use of computerised
equipment, The rate of progress is limited by manpower
and funds availability, and the problem of sourcing
equipment from firms and countries with differing
standards for computerisation of documentation. Specific
procedures governing such use will be implemented as
needed,

Recommendation (paragraph 1,43 of Volume Two of
Report 263)

The Committee recommends that the Department
implement technical documentation procedures which
arrange for the electronic distribution of material
where possible.

Response

3.24 This recommendation is accepted in principle. As
mentioned in paragraph 3.23, all Services are working
towards greater use of computerised equipment. It should,
however, be noted that distribution of technical
documentation in an electronic form to all levels may not
always be practical, desirable or. cost effective,
Specific procedures covering such distribution will ope
implemented as needed.

Recommendation {paragraph 1,43 of Volume Two of
Report 263)

The Committee recommends that the Department
implement technical documentation procedures which
include proper project evaluation and review
techniques.

Response

3.25 This recommendation is accepted. Evaluation and
review are already undertaken during the production of
technical documentation. Procedures already exist in the
Services for reviewing documentation during its service
life, evaluating its adequacy, and issuing amendments when
necessary.
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Recommendation (paragraps 1.43 of Volume Two 0Ff
Report 263)

The Committee recommends that the Department
implement technical documentation procedures which
ensure guality assurance,

Response

3.26 This recommendation is accepted in principle. It is
current practice for appropriate Service technical staff
to check that any supplied documentation or revisions are
of suitable quality. Procedures to formalise arrangements
to a greater degree will be implemented as needed.

Recommendation (paragraph 1.43 of Volume Two of
Report 263)

The Committee recommends that the Department
implement technical documentation procedures which
train staff in information management.

Response

3.27 This recommendation is accepted in principle. Staff
training in information management is an ongoing
requirement, dictated by the demands of technology, and
the growing range and complexity of technical
documentation. befence therefore considers it to be
unnecessary to implement procedures specifying this
requirement in greater detail. L.
Recommendation (paragraph 1.43 of Volume Two of
Report 263) ;
The Committee recommends that the Department
implement technical documentation procedures which,
as far as possible, simplify and standardise
terminology.

Response

3.28 This recommendation is accepted in principle.
Defence accepts that those engaged in writing technical
documentation should use simple English, and that the
smallest appropriate set of standard technical ‘terms
should be employed. There are, however, situations where
the descriptions necessarily involve technical usage not
easily understood by non-specialists, Defence therefore
considers it to be unnecessary to implement specific
procedures dealing witn the standardisation of terminology.

Recommendation (paragraph 1.43 of Volume Two of
Report 263)

The Committee recommends that the Department

implement technical documentation procedures which
ensure complete documentation.
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3029 s re¢commendation is accepted in principle. Tne
definition and identiZication of cechnicai documencation
required for each project is a task performed oy
specialist engineers under the control of project
management staff. Every effort is made to specify
complete documentation requirements for the foreseeabie
life span of the equipment under consideration, and to
ensure its supply in a timely fashion within a technical
data package. However, the degree of success depends upon
the completeness of engineering support plans, the
proprietory rights of the contractor, anda Government to
Government agreements on the release of technical data.

3.30 Defence accepts that it is desitable that
documentation should be completed as early as possible put
does not consider it feasible to implement. procedures
which ensure that complete documentation is available at a
particular time.

Recommendation (paragraph 1.43 of Volume Two of
Report 263)

The Committee recommends that the Department
implement technical documentation procedures which

supply wuser handbooks to all relevant equipment
maintainers.

Response

3.31 This recommendation is accepted. It is already
Service practice to provide user handbooks to relevant
equipment maintainers. Defence therefore considers it to
be unnecessary to implement more specific procedures
dealing with this aspect. P

Navy Shipboard Fire and Gas Control Systems

Conclusion (paragraphs 1.43 and 1.49 of Vo.ume Two of
Report 263)

The Committee notes that no matters appear to be
materially at issue or in conflict in the
Department's responses to Mr Parkinson's reports.

The Committee believes that puablication of these
reports and responses is important in this instance
because of public concern about accidents on
HMAS Tobruk and HMAS Stalwart. The Department's
current general position on these matters should be
accounted for publicly.
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Response

3.32 Defence accepts that the fatal accident on HMAS
STALWART was caused by a significant deficiency in
carrying out the approved procedure, in that the seguence
of actions actually periormed was different from the
correct sequence in the approved procedure for pumping out
the sullage tank. The accident would not have occurred if
the approved procedure had been followed,

3.33 Navy implemented measures (including arrangements to
enforce the carrying out of the approved procedures) to
prevent a recurrence of the accident soon atfter it
happened, and before Mr Parkinson's investigation.
Consequently, Defence does not accept that, at the time of
the Committee's inguiry, there were significant
deficiencies in Navy procedures. Defence does accept
that, at the time of the accident, there was a need for
stronger enforcement of the carrying out of the approved
procedures.

3.34 Defence does not accept the Committee's view that
there are no material differences between Mr Parkinson's
reports and the Defence responses. There are a number of
material differences of opinion (notably in Appendix B to
Report 263), such as:

. In question 19 on page 61, Mr Parkinson stated that
"STALWART is equipped with alternative tankage such
that aqueous and oily wastes could be kept
separate". Navy responded that there "are -no
separate aqueous and oily waste systems".

. In remark 36 on page 85, Mr Parkinson referred to
"the real problem, namely the defect in basic
procedure®. Navy responded that there "is no defect
in procedure, only that it was not observed".

. On page 90, Mr Parkinson stated that the ignoring of
offensive odours "may also’ be related to Naval
discipline®™. Navy responded that to imply that “this
is a direct result of Naval Discipline is absurd".

3.35 Defence believes that the current position on Navy
gas and fire safety matters has been set out in sufficient
detail in Navy contributions to the Committee. However,
in summary, Navy is determined to prevent a recurrence of
the TOBRUK and STALWART accidents, and has taken prompt
action to prevent such events., For instance, after the
previous accidents, Navy obtained gas detection equipment,
cnanged procedures, promulgated warnings, and introduced
technical modifications to improve safety, Navy will take
necessary action whenever there is an indication of a
safety deficiency.

‘/ 1
sl

B.J. BARRETT

A/9 SECRETARY
Department of Finance
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FINANCE MINUTE ON
REPORT 270
IMPLEMENTATION OF THE

OFFSETS PROGRAM

This Finance Minute is not reproduced in this
volume but is available in the Committee’s Report
No. 304: Review of the Pinance Minute on Report 270
- Implementation of the Offsets Program
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FINANCE MINUTE ON
REPORT 272
ADMINISTRATION OF THE
COMMONWEALTH’S PROPERTY FUNCTIONS
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DEPARTMENT OF FINANCE MINUTE

1, This Minute has been prepared on the basis of
responses received from the Departments of Administrative
Services, Finance, Industrial Relations and the Prime
Minister and Cabinet and the Attorney-General's Department.

2, In this Minute, each of the Committee's
recommendations is reproduced in turn and is followed by
the response.

Department of Administrative Services
Central Property Agency
Recommendation 1 (paragraph 5.7 of Report 272)

The Committee recommends that a Central Property
Agency be established as the central body responsible
for the administration of the Commonwealth's property
functions, with overall policy control.

Response

3. The Government has affirmed the role of the
Australian Property Group (APG), within the portfolio
structure of the Department of Administrative Services
(bAS), as the central body responsible for administering
the Commonwealth's property functions.

Recommendation 2 (paragraph 5.7 of Report 272)

The Committee recommends that the Central Property
Agency’ be established as .an independent,
Ministerially accountable agency within a portfolio,
and within the Central Property Agency regulatory and
service functions to be separated.

Response

4, This recommendation has been implemented. The
Government has affirmed the role of APG as a separate group
within the portfolio structure of DAS and has established
two distinct “programs®” within DAS with separate functions:

(i) the estate management function aimed at improving the
Commonwealth's accommodation strategies and land use
policies; and

(ii) the property services function aimed ‘at providing
property services to meet clients' needs.

5, APG has overall estate management responsibilities
for all interests in real property used by departments and
budget-funded statutory authorities, the objective being to:

minimise the cost of Commonwealth office
accommodation and associated facilities by
coordinated planning and systematic acquisition,
development, management and disposal strategies;
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7.
all

maximise revenue and economic return from property by
the adoption of tailored financial and 1land use
management approaches, and supportive performance
reporting mechanisms; and

maximise efficiency in the achievement of property
related environmental, heritage and social policy
goals through the establishment of cost-effective and
socially responsible standards and procedures.

APG’'s property services role has been streamlined:

From 1 July 1988, all departments and budget-funded
agencies are required to use APG for property
acquisitions, accommodation and associated services
and disposals, except for all activities associated
with staff housing {excluding compulsory
acquisitions) and 1lease and fitout of networked
offices of a number of departments outside of central
business districts of capital cities;

Government Business Enterprises (GBEs) and the
Australian Broadcasting Corporation (ABC) are free to
choose the delivery agency for their property
services;

8imple property services, other than in owned and
leased Commonwealth Centres, are to be devolved to
departments and budget-funded statutory authorities;
and

In all cases where services have been freed up, -APG
is able to compete for that business.

Recommendation 3 (paragraph 5.7 of Report 272)

The Committee recommends that the Central Property
Agency have responsibility for the management of the
Commonwealth owned estate.

Response

The Government agreed that estate management covers
interests in real property used by departments and

budget-funded statutory authorities. As noted in paragraph

6,

GBEs and the ABC are now free to choose the delivery

agency for their property services.

Recommendation 4 (paragraph 5.7 of Report 272)

The Committee recommends that, in order to speed up
response times, the Central Property Agency have the
option of using central agencies, =in-house”
expertise, or private firms for selected legal,
valuation, construction and fitout activities when
necessary.
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Response

8. The Government has decided that, until 30 June 1991,
all departments will be required to use DAS' Australian
Construction Services (ACS) for project management services
including planning, design and construction supervision of
new works and fitout. From 1 July 1991, departments will
be free to engage private sector resources where ACS is
less competitive. The Government has decided that ACS
should retain responsibility for delivery of asset
management services (planning and delivery of maintenance)
to departments. No decisions have been taken at this stage
in respect of legal and valuation services.

9. Reforms to the operation of APG, particularly the
establishment of a separate property services function,
are, however, designed to significantly enhance service
delivery, including response times.

Recommendation 5 (paragraph 5.7 of Report 272)

The Committee recommends that, in order to release
the Departments of Local Government and
Administrative Services and Housing and Construction
from such routine repairs and maintenance services,
that the upper limit for such works be raised from
the current limit of $1500 to the tender threshold,
currently $20000, to enable client departments to
undertake such functions on their own behalf.

Response.

10. The Government has decided that responsibility for
simple works (ie those works that do not impact on building
services or structure) and maintensnce services be
delegated to client departments, to the extent that it is
consistent with cost effectiveness and employment
considerations. In some instances this may mean greater
delegations than envisaged in the recommendation.

11. ACS will, over the next few months, enter into
negotiations with clients to determine the extent to which
responsibility might be delegated consistent with this
decision, and consultation will take place between
Ministers to determine the dollar 1limit. Any disputes as
to the level of financial delegations are to be settled by
consultation between the relevant Minister and the Minister
for Finance. That process is still under way.

Recommendation 6 (paragraph 5.11 of Report 272)

The Committee recommends that routine servicing
functions be devolved to clients.

Response

12, DAS is implementing this recommendation. Simple
property services such as contract cleaning, electricity,
fuel, gas, security, toilet materials, hygiene services,
office waste disposal and pest control are to be devolved
to clients with the exception of those clients occupying
Commonwealth centres and, in the case of contract cleaning,
in the Australian Capital Territory.
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Recommendation 7 {paragraph 5.11 of Report 272)

The Committee recommends that clients have the
option of using outside expertise for such services.

Response

13. Clients will have the option of~ using APG or
contracting outside expertise,

14. See also the response provided in paragraph 12.
Recommendation 8 (paragraph 5.11 of Report 272)

The Committee recommends that, if there exist
special ci which itate repairs and
maintenance work under the tender threshold to be
undertaken by the Department of Housing and
Construction, then such work should be undertaken on
a fee-for-service basis.

Response

15, The Government has decided that ACS will charge
departments commercially competitive fees for its asset
management services from 1 July 1989. Other clients are
already charged such fees.

Property Advisory Board

Recommendations 9, 10 and 11 (paragraph 5.18 of
Report 272) . -

The Committee recommends that:

. a Property Advisory Board be' established, with
Commonwealth Government, private sector and other
expert representation;

. the Board is to advise the Minister responsible
for the Central Property Agency on methods and
criteria to ensure that the objectives of the
property function are met; and

. the Property Advisory Board be set up for an
initial period of 2 years only, any extension of
such time to be subject to review.

Response

16. These recommendations werer not included in the
Government's recent reforms to APG. APG's estate
management will provide independent advice to government on
property use and APG will adopt commercial practices to
measure efficiencies. APG's property services function
will operate on a commercial basis with associated
accountability and performance objectives.
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Staffing
Recommendation 12 (paragraph 5.21 of Report 272)

The Committee recommends that the Public Sexvice
Board investigate the implementation of a career
structure, with appropriate qualification
requirements and commensurate salary scales, for
property specialists within the Australian Public
Service.

Response by the Department of Industrial Relations

17. This recommendation is not accepted. The Department
of Industrial Relations (DIR) considers that the existing
classification structure arrangements are satisfactory.
They provide adequate flexibility in DAS's organisational
structure and in job design and recruitment, and facilitate
an appropriate mix of qualifications, expertise and
experience in the APG.

18. Staff of the APG engaged in the acquisition, leasing,
disposal, management and development of the Commonwealth's
holdings of property are presently classified in the new
Administrative Service Officer (ASO) structure for which
there are no mandatory qualifications prescribed. It is
open to a department or authority to specify selection
criteria for ASO positions such as special qualifications,
knowledge, experience, skills or personal qualities which
it considers desirable or highly desirable but not
essential for the efficient discharge of the duties.

19, DIR is not convinced that a separate classification
structure for property officers with mandatory
qualifications is justified for the following reasons:

. The work currently performed by these officers is
covered by the Work Level Standards for the ASO group;

. There is already a separate and identifiable career
'stream* for property officers within the Service,
based on ASO classifications. Providing there is a
proper matching between classification levels and the
work to be performed, there is no barrier to the
Department concerned ensuring an adequate career
structure within this °*stream’; and

. Whilst tertiary qualifications in property
management, real estate or valuation may be
recognised as being of some direct relevance to the
work performed in some APG positions, such
qualifications are by no means essential. The
prescription of formal tertiary qualifications as
mandatory would act as a barrier to the recruitment
of unqualified persons with relevant skills and
experience who are fully capable of effectively
performing the work of the property officer group.
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Response by the Department of Administrative Services

20, The Government agreed that Average Staffing Levels
and profile controls be removed for all services not
currently attracting a service charge as from 1 July 1989.
Controls on resources for which fees are already charged
were removed as from 1 July 1988, This increased
flexibility will ensure that property needs will hke met by
appropriately trained staff.

The Budget Process
Recommendation 13 (paragraph 5.24 of Report 272)

The Committee recommends that all revised
Administrative Arrangements Orders and New Policy
Proposals provide details on consequential
property/accommodation requirements.

Response by the Department of Finance

21. In its Report, the Committee stated that it felt that
there were problems inherent in the Budget process which
was unable to cope adequately with unforeseen accommodation
requirements, which most often arise from revised
Administrative Arrangements Orders or New Policy Proposals
which may not have taken into account accommodation
implications.

22. The present arrangements, in accordance with a
Government decision, require that all New Policy Proposals
provide details of full resource implications, including
any property or accommodation implications, Departments
must now bid for all new lease and fitout expenditure in
the budget context. .

Response by the Department of the Prime Minister and
Cabinet

23. Administrative Arrangements Orders are not considered
as part of the Budget process. They are Executive Council
documents showing the allocation of responsibilities to
portfolios, recommended from time to time by the
Prime Minister and approved by the Governor-General in
Council.

24, Inevitably, on some occasions, the need to change
administrative arrangements arises unforeseen and other
considerations take precedence over accommodation
requirements, The changes introduced in July 1987 caused
some disruption but the new arrangements have increased
both flexibility and stability, and have already
demonstrated their capacity to accommodate changes in the
Ministry or in priorities without causing upheaval in the
broad framework of government operations.

Recommendation 14 (paragraph 5.27 of Report 272)

The Committee recommends that Trust Account funding
arrangements be instituted to allow the Central
Property Agency to fulfil its stated objectives,
particularly in relation to the sale, purchase and
redevelopment of the Commonwealth's property
portfolio.
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Response

25, APG's property services function will operate through
a Group 2 Trust Account to be established by 1 July 1989.
All revenue received for property services, including rent
and fees for service, will be paid into the Trust Account
and all operating costs, including the payment to the
Consolidated Revenue Fund of interest on gapital employed,
will be met from the Account. The sale, purchase and
redevelopment of the Commonwealth's property estate is to
be a "public interest" function funded from the Budget.

26. The estate management program of DAS will continue to
be budget-funded. It will purchase services from the
Property Services Trust Account to implement its estate
management strategies and revenue from sales will be
returned to the Consolidated Revenue Fund through the
estate management program. There will be increased
emphasis on property performance and rent received from use
of owned property and APG will thereby be better able to
maximise the Government's investment in real property.

Recommendation 15 (paragraph 5.29 of Report 272)

The Committee recommends that the Central Property
Agency have strong reporting requirements by
presenting an annual report prepared according to the
Guidelines for Annual Reports of Statutory
Authorities and Departments and that the financial
statements therein conform to the Form and Standard
of Financial Statements for Commonwealth Undertakings
as issued by the Department of Finance from time- to
time.

Response .

27. Once the Trust Account for APG's property services
function is established, a determination will be made under
section 41D of the Audit Act, As a result, APG will be
required to prepare financial statements in such form as
the Minister for Finance determines and in accordance with
the Guidelines for the Form and Standard of Financial
Statements of Commonwealth Undertakings. These financial
statements will be incorporated into DAS's annual report.

Disposals
Recommendation 16 (paragraph 5.31 of Report 272)

The Committee recommends that where  revenue from
disposals is to go into the Trust Account or the
Consolidated Revenue Fund, responsibility for
disposals is to remain with the Central Property
Agency.

Response

28. DAS agrees with this recommendation, which has been
implemented. APG is responsible for the disposal of
property wused by all departments and budget-funded
statutory authorities. Proceeds of sale will be paid into
the Consolidated Revenue Fund.
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Recommendation 17 (paragraph 5.33 of Report 272)

The Committee recommends thst disposals on behalf of
statutory authorities be approved by the Central
Property Agency.

Response

29. In line with the Government's decisions on the reform
of GBEs, there has been a reduction in direct control over
the day-to-day operation of enterprises and they are now
able ¢o undertake their own property disposals. APG
retains responsibility for the disposal of property for
budget-funded statutory authorities, except for the
Australian Broadcasting Corporation which is required to
report property dealings to the Minister for Administrative
Services every six months,

Recommendation 18 (paragraph 5.35 of Report 272)

The Committee recommends that a register of core
office accommodation properties be identified, such
properties having the potential for sale.

Response

30. Following decisions on changes to the
responsibilities and operations of APG, a major review of
information needs is presently underway to ensure that it
has all necessary information to support its commercial and
estate management responsibilities. This recommendation
will be considered as part of this review. ' .-

Recommendation 19 (paragraph 5.35 of Report 272)

The Committee recommends that revenue from disposal
of these properties to be credited to the Trust
Account, unless the Government specifically decides
otherwise.

Response

31. The Government has decided that proceeds from the
disposal of properties be paid into the Consolidated
Revenue Fund.

Recommendation 20 (paragraph 5.37 of Report 272)

The Committee recommends that all Commonwealth
departments, statutory authorities and undertakings
be required to conduct annual reviews of their
property holdings, maintain current assets registers
which are publicly available, provide information on
vacant properties in their annual reports, and advise
the Central Property Agency of the result of these
reviews for strategic purposes.
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Response

32, The recent Government decision gave a clear mandate
to APG, in terms of its estate management function, for
strategic control of the Commonwealth-owned estate, on
behalf of Government departments and Budget-funded
statutory authorities. <The APG is seen to be the ‘owner’
of the Commonwealth estate, with departments and
authorities being property users and responsible for
reporting on vacant accommodation within their control to
APG.

33, The introduction of charges for this use, to apply
from 1 July 1989, is to provide the incentive for property
users to:

conduct reviews of and rationalise use of their
property holdings; and

. to advise the APG of their revised needs in relation
to property use.

34. In the context of APG's move towards a more
commercial style of operations, individual ©property
performance will be measured along commercial lines. This
means, in effect, that all properties within APG's estate
management responsibilities will he the subject of review
of financial performance based on percentage returns on the
Government’s capital investment. GBEs and the ABC now
manage their own property businesses.

35, No formal directive has been given to departments- to
date telling them they must conduct annual reviews of their
property holdings, maintain registers on their current use
of Commonwealth assets, or provide infermation on vacant
properties in annual reports,

Performance Indicators
Recommendation 21 (paragraph 5.40 of Report 272)
The Committee recommends that an efficient
management information system and property data base
be put in place as quickly as possible.
Response

36. See the response provided in paragraph 30.
Recommendation 22 (paragraph 5.40 of Report 272)
The Committee recommends that the Central Property
Agency develop performance indicators, if necessary
using consultants, such performance indicators to be
specific, dated, testable and quantifiable. These
performance indicators will necessarily be related to

the Central Property Agency's corporate objectives
and program budgeting.
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Response

37. This recommendation is being implemented and will be
continuously reviewed and modified as necessary. APG'S
Corporate Plan, expected to be finalised by the end of
February 1989, will include strategies to achieve corporate
objectives and performance measures.

Devolution
Recommendation 23 (paragraph 5.45 of Report 272)

The Committee recommends that  full financial
responsibility be devolved to clients for their
property prograns.

Response

38. The Government, in considering the future operations
of APG and ACS, has decided that, in the main, users of
property resources should bid for, receive and control the
funds for property programs and that departments should
remain tied to use the project management services of ACS
until 30 June 1991, and the property services of the APG
indefinitely.

Recommendation 24 (paragraph 5.45 of Report 272)

The Committee recommends that £ull operational
responsibility be devolved to those clients, where
the clients concerned have the necessary expertise
and are willing to do so (this will .apply
particularly to the networked offices of the
Departments of Employment and Industrial Relations
and Social Security).

Response
39. The Government has decided that the Departments of
Aboriginal  Affairs, Community  Services and Health,
Immigration, Local Government and Ethnic Affairs,

Employment, Education and Training and Social Security and
the Australian Customs Service should be free to arrange
fitout and lease of networked offices in areas other than
the central business districts of capital cities, with the
presumption that they will use Commonwealth Centres leased
or owned by APG where available, unless they establish a
strong case for an alternative location. Government
Business Enterprises are free to manage all property
matters as they see fit while Budget-funded statutory
authorities remain tied to use of the APG and ACS unless
they are exempt from the Lands Acquisition Act.

Recommendation 25 (paragraph 5.45 of Report 272)

The Committee recomnends that operational
responsibility be devolved to clients for property
programs including fitout, up to the tender
threshold, currently $20000.

Response

40. See the responses provided in paragraphs 10 and 11.
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Recommendation 26 (paragraph 5.45 of Report 272)

The Committee recommends that all comstruction and
fitout activity above the tender threshold be the
sole responsibility of the Department of Housing and
Construction, so that a single organisation has
responsibility for this function..

Response

41. See the responses provided in paragraphs 8, 9, 10, 11
and 39,

Recommendation 27 (paragraph 5.45 of Report 272)

The Committee recommends that significantly greater
decentralisation of the Central Property Agency's
authority be granted to its operational areas at
regional 1level, particularly for the more routine
functions.

Response

42, The restructuring of APG provides for increased
delegation and autonomy for regional offices. In essence,
each regional office will become a separate buSiness
entity. Increased financial delegations have been
granted; property delegations will follow suit in the near
future.

Recommendation 28 (paragraph 5.45 of Report 272)

The Committee recommends that the operahonal areas
provide regular and timely reports of all aspects of
their activities in 1line with. the performance
monitoring and reporting requirements of the Central
Property Agency.

Response

43, Quarterly business management reports are prepared by
all operational areas. DAS will, however, extend corporate
reporting in line with implementation of its Corporate Plan
and Information Technology Strategies.

Accommodation Guidelines
Recommendation 29 (paragraph 5.49 of Report 272)

The Committee recommends that the Central Property
Agency continue to establish accommodation guidelines
as part of its strategic responsibilities and that
these include guidelines on staff-space ratios and
locational decisions.

Response
44. APG's estate management function includes

responsibility for recommending relevant guidelines and
standards to government.



Leasing Documentation
Recommendation 30 (paragraph 5.52 of Report 272)

The Committee recommends that the performance
monitoring and control system currently undergoing
development in the Melbourne Regional Office of the
Attorney-General's Department be evaluated and
finalised with the view to general adoption of the
system throughout its other regional offices.

Response by the Attorney-General's Department

45. The evaluation of the performance monitoring and
control system has been completed in the Melbourne Office
of the Australian Government Solicitor. As a consequence,
procedures have been revised to speed up, iater alia,
property work processing and these have now been evaluated
with a view to general adoption of the systems throughout
other Regional Offices., Revised procedures include regular
liaison with clients, and procedural checks and balances to
overcome possible delays in processing.

Recommendation 31 (paragraph 5.52 of Report 272)

The Committee recommends that the Central Property
Agency and the Attorney-General's Department continue
negotiations with private sector lessors to develop a
standard form lease.

Response by the Attorney-General's Department
46, A common form lease for general use by Commonwealth
departments and agencies has been drafted by a Task Force
on Standard Form Agreements. The Task., Force, comprising
the Attorney-General's Department and DAS, was established
in December 1987 and work on the lease was undertaken as a
priority task.

47. The common lease has been circulated to all Central
Property Agency offices and will provide the basis for
negotiations with the private sector. It is seen as an
important step in reducing delays in finalising lease
documentation.

Response by the Department of Administrative Services

48. This recommendation has been implemented. A standard
lease document was issued to APG regional offices for
implementation as from June 1988, A review of the
effectiveness of the document is to be undertaken after a
six month evaluation period.

The Heritage Issue
Recommendation 32 (paragraph 5.55 of Report 272)

The Committee recommends that a separate item within
departmental and non-trading statutory authority
appropriations be created to provide for excess
maintenance and restoration costs associated with
Commonwealth properties listed on the Register of the
National Estate.
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Response by the Department of Finance

49. Separate appropriation items within departmental and
non-trading statutory authorities for maintenance and
restoration costs of ‘heritage' properties have not been
introduced. An agency would have information on how its
repairs and maintenance vote is allocated across heritage
and non-heritage properties if this is required for
reporting purposes.

Response by the Department of Administrative Services

50. DAS supports this proposal. ACS has previously
supported the view (for example, in the Review of the
Government®'s Role in Conservation of the National Estate in
1985) that excess maintenance and restoration costs
associated with properties on the Register of the National
Estate should be identified.

Recommendation 33 (paragraph 5.55 of Report 272)

The Committee recommends that, im the case of
statutory trading authorities, a separate item for
excess maintenance and restoration costs be included
in their accounts, in order that their contribution
to the maintenance of the Rational Estate is not
hidden, and may be compensated for by Government if
deemed appropriate.

Response by the Department of Finance

51. Finance has no objections to the Committee's
proposal, providing the item is categorised as a Community
Service Obligation and separately funded.

Response by the Department of Administrative Services

52. GBEs and the ABC are now free to manage their owr
property business. However, in view of the obligations of
DAS and statutory authorities under the Heritage Act, DAS
would support the greater visibility of excess maintenance
and restoration costs.

Department of Administrative Services
The Statutory Authorities

Recommendations 34 and 35 (paragraph 5.61 of Report
272)

The Committee recommends. that:

. the Minister responsible for the Central Property
Agency delegate his authority under the Lands
Acquisition Act to off-budget government business
enterprises, but with the requirement that they
comply with the directions of that Minister; and

. the Australian Telecommunications Commission, the
Australian Postal Commission, the Overseas
Telecommunications Commission an@ the Housing
Loans Insurance Corporation receive such
delegations immediately.
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Response

53, Government Business Enterprises were exempted from
the Lands Acquisition Act on 1 July 1988, except for
compulsory acquisitions which will continue to be
undertaken by APG in accordance with the provisions of the
Act.

Recommendation 36 (paragraph 5.61 of Report 272)

The Committee recommends that delegation to other
statutory authorities be granted on a case-by-case
basis.

Response

54. See the response provided in paragraph 53.

—
M S KEATING
SECRETARY

Department of Finance
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CHAPTER 3
DEPARTMENT OF FINANCE

3.1 This Minute has been prepared on the basis of
responses received from the Departments of Defence,
Industry, Technology and Commerce {(DITAC), Finance and the
Australian Trade Commission (AUSTRADE).

3.2 In this chapter each of the Committee's
recommendations is reproduced in turn and is followed by
the response.

Task Estimating and Costing
Recommendation 1 (Paragraph 2.14 of Report 280)

Department of Defence consider the introduction of
manuals similar to the Advanced Engineering
Laboratory's Task Management Manual into the other
Defence Science and Technology Organisation (DSTO)
laboratories.

Response

3.3 The Department of Defence has advised that it will
shortly introduce manuals based on AEL's Task Management
Manual into the DSTO laboratories.

Marketing
Recommendation 2 (Paragraph 3.10 of Report 280)

The AEROTECH proposal of the Aeronautical Research
Laboratories (ARL) be implemented provided that
AEROTECH will be commercially successful ie able to
cover its own costs and provide income for ARL.

Recommendation 3 (paragraph 3.1l of Report 280)

Bodies similar to AEROTECH be established for the
Materials Research Laboratories (MRL) and the Defence
Research Centre Salisbury Laboratories {DRCS)
provided such bodies will be commercially successful
ie able to cover their own costs and provide income
for the MRL and the DRCS laboratories.
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Response by the Department of Defence

3.4 The Department of Defence accepts recommendations 2
and 3 in principle. 1In November 1987 the Minister for
Defence Science and Personnel broadened the DSTO charter
enabling it to work with any sector of Australian
industry, where this is in the national interest and where
priorities and resources permit., In December the Minister
announced the appointment of a special adviser on the
commercialisation of the innovations and skills of DSTO,
A DSTO/Industry Seminar was held in Melbourne in June 1988
to discuss commercialisation opportunities of DSTO
innovations and capabilities.

3.5 A DSTO Commercial Activities Trust Account has been
established and negotiations are under way to exploit DSTO
innovations either directly or through the agreements that
have been concluded with State Innovation Centres and
other organisations,

3.6 The need to form one or more suitable business
organisations will of course, depend on the nature of the
projects being commercialised. For exanmple, the Adelaide
Innovation Centre has formed the CMTEK company with
participation by DSTO and private industry on an agreed
equity basis to exploit DSTO's research into the highly
sensitive infra red detector material made up of cadmium,
mercury and telluride. In contrast some research work has
been carried out under direct contract to industry.
Potential for profitable outcome is agreed as fundamental
to any commercial exploitation of DSTO research” and
development.

Recommendation 4 (paragraph 3.14 of Report 280)

Department of Industry, Technology and Commerce
undertake a detailed examination of the UK ‘ferret’
system and its suitability for DSTO.

Response by the Department of Industry, Technology
and Commerce

3.7 DITAC has advised that it believes it is up to DSTO
to make appropriate arrangements to improve, if necessary
the commercialisation of its research activities, DITAC
itself has no particular desire to pursue the ‘ferret:
system., However DITAC understands that DSTO is examining
the issue of commercialisation of its research activities
and that the ‘ferret’ system is likely to be considered as
part of this examination,
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Response by the Department of Defence

3.8 The Department of Defence does not accept this
recommendation. Defence initiated an investigation into
the UK ‘ferret' system in late 1986. A great deal of
information is already held about the system, and about
the company Defence Technology Enterprises (DTE) which,
with Government authority, applies it. An exchange of
views was also held between senior officers of Defence and
DTE in January 1988. Defence is continuing to investigate
various related options and has previously discussed these
issues with DITAC, but considers that a separate
examination by DITAC would involve duplication and
unnecessary costs.

Recommendation 5 (paragraph 3.22 of Report 280)

Recommendation 27 of the Cooksey Report be
implemented ie an Australian Defence Exports Group
(AUSDEX) be established within AUSTRADE to undertake
the facilitation and promotion of the export of
defence products and services.

Response by the Department of Defence

3.9 Defence does not accept this recommendation and has
advised that AUSTRADE and Defence are developing a joint
strategy for the export of Defence products, and the
arrangements for the implementation of the strategy are
yet to be determined, {See also AUSTRADE response at
paragraph 3.13 below.) It is most unlikely that’ the
establishment of AUSDEX will be pursued. Defence believes
that the new arrangements should be more flexible and
avoid undue bureaucratization of exports, in line with
general Government policy. In addition an
inter-departmental review of the export guidelines is in
progress and proposals are to be put to Government shortly.

3.10 To facilitate <closer relations with Australian
industry, a consultant will be appointed to oversee the
establishment of a commercial cell within DSTO. This
cell, which will be responsible for promoting the
commercial exploitation of DSTO products and for arranging
and coordinating DSTO work in support of lopcal industry,
should assist in transferring more DSTO products into
local industry, and hence improve the prospects for the
export of selected products.

Response by the Australian Trade Commission

3,11 It is AUSTRADE's view that at the time of the release
of the Cooksey Report recommendation 27 was, to a degree,
dependent upon the then Department of Trade assuming
responsibility for the actual administration of the
guidelines for the export of defence and related
equipment, as per part 1 of recommendation 2 of that
Report. As this did not eventuate, the basis for
recommendation 27 is therefore substantially altered.
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3.12 Recommendation 27 also envisaged the appointment of
several Australian Defence Force personnel to the
Australian Defence Exports Group (AUSDEX). This posed a
number of problems for both AUSTRADE and the Department of
Defence, primarily in the area of funding and staff
resources. The staffing aspect was considered to be
particularly important and AUSTRADE was of the view there
would be serious implications for the success of AUSDEX if
it operated outside the defence area. The Cooksey Report
acknowledged that the development of defence exports
required specialist skills which resided essentially
within the Department of Defence and the Australian
Defence Forces.

3.13 While AUSTRADE had a number of reservations in
respect of the viability of recommendation 27, it fully
endorsed the report's broader thrust, namely the need to
focus particular attention on the promotion of exports of
defence and related equipment. This aspect was the
subject of close consultations with the Department of
Defence. Following agreement on a plan of action, the
Board of AUSTRADE endorsed a proposal whereby AUSTRADE, in
conjunction with the Department of Defence, gdevelop an
export strategy for defence and related products with a
view to realising the potential, and addressing the
shortfalls perceived to exist, as highlighted in the
report. The Strategy, as a document, however, has not yet
been developed to a stage where AUSTRADE and the
Department of Defence are ready to seek its adoption,
largely due to Defence having had to devote priority, and
resources to the issue of export controls on defencé and
related equipment. Further progress can be expected when
this issue is finalised in the near future.

3.14 One of the major aspects of the Strategy, a pilot
project to promote selected items of defence equipment,
is, however, being pursued. As part of this, AUSTRADE and
Defence are organising a mission to South East Asia in
November 1988, followed by attendance at the Asia Pacific
Defence Exhibition (APDEF) to be held in Bangkok in
March 1989.

Recommendation § (paragraph 3.25 of Report 280)

The DSTO laboratories be allowed to retain part of
the income generated by the commercialisation of
their R & D.

Response by the Department of Defence

3.15 This recommendation is accepted in principle. The
underlying intent of this recommendation is accepted, but
the Department would wish to have the opportunity of
considering implications of the various mechanisms for
commercialisation of DSTO research results, as well as the
financial program overall, before deciding upon particular
arrangements.
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Response by the Department of Finance

3.16 Finance supports initiatives that will enable DSTO
skills and technology to be exploited commercially and to
this end has agreed to the establishment of the DSTO
Commercial Activities Trust Account, With respect to
income retention, the current’ Trust operating guidelines
require that monies in excess of those normally required
for working capital are to be regularly transferred to the
Consolidated Revenue Fund. However, the guidelines
provide for retention of additional funds for specific
purposes provided agreement has been reached as part of
the annual budgetary process.

Staffing
Recommendation 7 (paragraph 3.30 of Report 280)

A merit advancement scheme be introduced promptly
into DSTO.

Response
3.17 The Department of Defence accepts this
recommendation, A merit advancement scheme for Research
Scientists has been introduced and the first round of
promotions was promulgated in Commonwealth of Australia
Gazette No. PS 23 of 25 June 1987.

Recommendation 8 (paragraph 3.32 of Report 280)

DOD undertake a review of the feasibility of, and

the alternatives for, providing inventing scientific

staff with a share of the financfal returns earned on

their R & D.

Response
3.18 The Department of Defence accepts this recommendation
and has advised that it has undertaken a review as
recommended by the Committee and is currently assessing
the alternative options available.
Advice to Services

Recommendation 9 (paragraph 3.36 of Report 280)

Where the Services have requested advice from DSTO
and ignore that advice, details of:

. the request;

. the resources expended by DSTO on the request;
and

- the reason why the advice was not followed,

should be provided in DOD‘s Annual Report.
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Response:

3.19 This recommendation is not accepted. Interactions
between the DSTO and its Service customers are multiple
and exist at all levels. In relation to major materiel
acquisitions, DSTO advice may range from the crucial to
the merely peripheral, and is frequently bound up with,
and may be subsidiary to, a variety of other factors.

3.20 A major principle employed in Capital Procurement
Organisation operations is the ‘advise and report'
process, which places the responsibility with project
managers, whilst providing the mechanism through which
they should obtain advice (including from DSTO). Where a
project manager decides to ignore that advice, the
advisory authority must be advised of this intention and
the reasons for it. The advisory authority can
subsequently take the matter up with the relevant Chief of
Materiel and if necessary with the Chief of Capital
Procurement. This principle is well documented in the
Capital Equipment Procurement Manual.

- o —
M S KEATING
Secretary
Department of Finance
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FINANCE MINUTE ON REPORT 280: DSTO TASK COST MANAGEMENT

I refer to your memorandum to the Secretary dated 6 June 1989
which sought additional information in respect of certain
matters. The information required is set out below.

AERQTECH proposal. Although the Department accepted in
principle Recommendations 2 and 3 of JPCPA Report No 280, the
AEROTECH proposal itself was not implemented. Its commercial
viability received some, but not full, Departmental
examination. A similar proposal, in a somewhat smaller scale,
is now being examined in detail by the Department; this is for
a Government owned technology transfer company (tentatively
named ARLTech Pty Ltd) to be set up in conjunction with ARL,
similar to those operating in conjunction with tertiary
education institutions. There are no firm proposals at present
to set up analogous organisations for other DSTO Laboratories,
although experience gained with the ARL proposal, if it
proceeds, should indicate the way ahead for the other
Laboratories.

Investigation of UK "Ferret" System. There is no one preferred
mechanism for DSTO commercial activity. A full range of

commercial options is available, including:

a. contract R&D,
b. hire of facilities,
c. licensing,

vlradudlvlly... a Defence Priority

Pt
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da. collaborative R&D,

e, funded R&D,
f. joint ventures, and
g. spin off companies.

The ferret system is only one method of interfacing with
industry to bring commercial opportunities to its notice, ana
implementing the appropriate commercial mechanism. Others
which are being used are:

h. adavertising,

i, invitations to register interest,

j. technology seminars,

k. an open door policy (in varying Qegrees) at
Laboratories,

1. appointment of marketing and commercialisation agents,

m. an improved public relations profile, and

n. (most importantly) extensive day to day contact with
industry.

Establishment of AUSDEX (and other matters). Defence and

AUSTRADE are continuing to develop jointly an Exports Strategy
for defence and defence-related products. When complete, the
Strategy will be used by the AUSTRADE Board of Directors to
determine a longer term allocation of resources for this
activity and by Defence, to formalise a developing working
relationship which is already bearing fruit. A consultant, Mr
Graham Spurling, Managing director of Pacific International
Battery Group, was appointed by the then Minister for Defence
Science and Personnel, Mrs Kelly, to advise on
commercialisation of DSTO. Mr Spurling did not deal with the
formation of a commercial cell within DSTO, but did recommend
the establishment of commercial advisory groups for each
Laboratory. The Department agreed that advisory groups could
be useful, although no Laboratory has yet had the need for one.
The DSTO itself has set up a Science Commercialisation Section
within its Central Office, and all Laboratories now have
commercial managers, or equivalent officers.

DSTQ Laboratories to Retain Part of R«D Income. By informal
agreement with Departmental finance authorities, profit from
commercial activity may be used to offset increased
appropriation to DSTO provided the amount involved is not above
$500,000. DSTO could then allocate this as appropriate to
individual Laboratories. Departmental finance authorities were
to formalise this arrangement with DoF, on the basis of zero
net effect on Defence Outlay.
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Incentive Schemes for Inventing Scientific Staff. A full
review of incentive schemes is still proceeding. Significant

legal questions need to bee resolved, in areas such as
ownership of intellectual property, conflict of interest and
conditions of gervice. The former Minister for Defence Science
and Personnel, Mrs Kelly, instituted a Minister's Award for
Achievement, with a cash value before tax of $10,000; the 1988
Award was made for advances in aspects of mine countermeasures,
and nominations for the 1989 Award are being evaluated,

Reasons for Rejection of Advice from DSTO. In the context of
major defence projects, it should be possible to isolate and
report on major instances where DSTO’s advice has not been
followed. However such advice is normally provided as part of
the process of higher committee consideration of Defence
projects, and constitutes only one of many and various factors
which affect project activities and the eventual decision in
varying degrees. These include strategic policy, operations,
project management, finance and risk management as. well as
science and technology, To draw attention to instances where
the eventual decision did not accord with DSTO's advice would
be to take that aspect out of the context of the overall
decision making process, which must integrate, and where
necessary reconcile, advice from many functional areas of the
Department.

F.R. HARVEY
Inspector-General
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DEPARTMENT OF FINANCE MINUTE ON REPORT 282

1. This minute has Dbeen prepared on the basis of
responses received from the Australian Audit Office and

the Departments of Primary Industries and Energy and
Finance,

2. In this minute the Committee's recommendation is
reproduced and then followed by the responses.

Recommendation (paragraph 3.21' of Report 282)

A detailed review of efficiency auditing guidelines
for government business enterprises be undertaken.

Response by the Australian Audit Office

3. The need to examine periodically the appropriateness
of efficiency audit guidelines in respect of government
business enterprises is recognised and accepted by the
Australian Audit Office (AAO).

4. In sTecent years a comprehensive range of guideline
material has been developed both £¢r training purposes and
as reference material for staff undertaking efficiency
audits. This material is progressively updated in the
light of experience gained from individual audits and
comments and suggestions emanating from parliamentary
committees. These guidelines are not expected to. be
applied as a set of rigid rules. Flexibility is essential
and audit judgement may require particular aspects to be
varied according to the nature, scale and.circumstances of
individual investigations.

5. Since the audit of the Australian Wool Corporation
(AWC) was completed, amendments to the Audit Act have
given statutory marketing authorities, including the awcC,
the option of seeking the appointment of a company
auditor. Arising from these legislative changes
Australian Audit Office Auditing Standards have been
promulgated in the Commonwealth of Australia Gazette. The
most recent notice of these standards was published in a
Special Gazette of 7 August 1987. These standards cover
both regularity and performance audits and address a
number of issues raised in the Committee's report. In
particular, paragraphs 4.1.4 and 4.1.5 of the Standards
dealing with reporting standards state:

“4.1.4 Options and conclusions should be clearly
identified and Dbased on sufficient evaluation,
testing and review processes to warrant their
inclusion. All opinions, conclusions and findings
should be evidenced by adequate documentation.

4.1.5 Where management views on audit findings are
not accepted by audit, the report should state the
reasons .for their non-acceptance.”
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6. The AAO recognises that the environment in which it
operates is not static and there is a need for guidelines
to be reviewed in the light of changing circumstances. 1In
addition to the Committee's concern, the AAO is sensitive
to the changing perceptions relating to. the role and
accountability of Commonwealth statutory authorities and
government business enterprises as reflected in the Policy
Information Paper “Policy Guidelines for Commonwealth
Statutory Authorities and Government Business Enterprises”
issued by the Minister for Finance in October 1987,
However, in many cases the audit approach to be followed
will entail a case-by-case assessment having regard to the
accountability arrangements oput’ in place for the
individual suthorities.

Response by Department of Primary Industries and
Energy

7. Since the initial audit of the AWC was undertaken and
the Auditor-General's report was tabled there have been
fundamental changes in Government policies for Statutory
Marketing Authorities (SMAs) and to the enabling
legislation of these bodies. In particular, this
Department's White Paper on the SMAs implemented an
integrated set of reform policies Jdirected at the
following: - B .

« increasing the commercial effectiveness of S$MAs;

. deregulating their operations from public sService
constraints; L.
implementing selection arrangements which ensure
that SMA governing Dboards are comprised of the
best available people with relevant expertise;

. establishing Ministerial oversight of SMAs at the
strategic level through their corporate plans and
annual reports;

. strengthening their sccountability to the
industries they serve; and

. providing for arrangements through which SMA's
have the option of requesting the appointment of
commercial auditors rather than the
Auditor-General.

8. As part of the reform measures definite reporting
arrangements were implemented to provide for monitoring of
efficiency and performance of SMAs by industry, Government
and the Parliament. These policies have been recently
incorporated in the enabling legislation of the Australian
Wool Corporation, the Wool Marketing Act 1987, which came
into effect on 1 July 1987.
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9. As part of the SMA reforms, the Act vested full
responsibility for the efficient and effective management
of wool stores in the Corporation. It provided for the
establishment of an Australian Wool Stores Board of
Management under the Corporation to direct the management
of wool stores, with a requirement for the Board to
prepare strategic and annual operational plans. In
particular, the annual opérational plan is to contain an
analysis of the financial management of, and the returns
obtained from, the wool stores,

10. The Wool Stores Board is also required to prepare a
report of its activities each.year, which includes an
assessment of the extent to which it has given effect to
the wool stores annual operational plan. The report is to
include a statement on the rate of return achieved during
the year on capital invested in the wool stores.

11. The Wool Stores Board comprises leading business and
industry figures. It is chaired by Mr Bryan Kelman,
former Chief Executive Officer of CSR Ltd and a Director
of the Corporation. Its other members are Corporation
Directors, Mr Ernest Barr, former Chief Executive of
HJ Heinz (Aust) Ltd, and Mr George Mack, a woolgrower;
and the Chief Executive Officer, Mr Alan Mahoney, Manager
of Finance and Property in the Corporation.

12. With regard to the Committee's conclusions concerning
the scope and character of the audit, the Department
agrees with their views and would support a review of
efficiency auditing guidelines for government business
enterprises. It should be pointed out, however, that the
Department's White Paper on SMA's and the Pqlicy
Discussion Paper on Statutory Authorities and Government
Business Enterprises (issued by the Minister for Finance
in June 1986) recognise the SMAs as a distinctive group of
Commonwealth statutory authorities. Although they have a
business corientation and operate in a commercial manner,
they are not government business enterprises in the same
sense as Telecom, Australian Airlines and the Commonwealth
Bank, for example. The SMA's do not provide services or
operate businesses for the Government and are not financed
by the Commonwealth. Each SMA performs specific marketing
functions for a particular industry and is financed by
that industry. For this reason, the Government has
ensured that the SMAs are fully accountable to the
industries they serve.

13. In view of the above, the Department does not
consider it appropriate that SMAs be included in the
program of efficiency audits of the Australian Audit
Office. The reforms that the Government has introduced
have provided a substantial degree of autonomy to SMAs.
At the same time, they provide for definite arrangements
for industry and public accountability including auditing
and on-going review of efficiency. This Department would
be willing to contribute, from a portfolio point of view,
to a review of efficiency auditing guidelines as proposed
by the Committee.
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Response by Department of Finance

14. The Government's policy in relation to government
business enterprises (GBEs) is that they should, as far as
practicable, operate on a commercial basis: accordingly,
the approach to auditing of GBEs should be consistent with
that normally found within the wider commercial
environment. It should be noted that GBE accountability
and efficiency gain a focus through the corporate plans
they are now required to prepare; the rates of return
they achieve on their funds or assets; and the obligation
to report on performance in their ,annual reports. Audit
guidelines for GBEs should reflect this.

P’'J BARRETT
ACTING SECRETARY
Department of Finance
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2.84~

DEPARTMENT OF FINANCE MINUTE

1. This minute has been prepared on the basis of
responses received by the Departments of Social Security,
Finance, and Industrial Relations and the Public Service
Commission,

2. In this minute each of the Committee's
recommendations and conclusions is reproduced in turn and
is followed by the response.

Industrial Action in 1984-85

Conclusion (paragraph 3.33 of Report 284)

The Committee concludes that:

. the Department of Social Security was unprepared
for the level of industrial action that occurred
in 1984-85.

Response by the Department of Social Security

3. The Department of Social Security (DSS) was aware
that the nature of a project the size of Stratplan with
extensive introduction of new technology-would change the
Department's aqperations radically. This was sufficient to
prepare the Department for the possibility of industrial
action and to this end Social Security made a great deal
of effort to consult with the Unions on the issue from
January 1982 onward. As the Committee noted in its Report
225 on Stratplan (see pages 48 to 51):

“On 5 September 1983 the Department advised the
Public Service Board of the pressures building up in
the workplace over existing eyesight test guidelines
for screen-based equipment operations. The Acting
Assistant Director~General, Manpower and Planning
stated in a memorandum to the Public Service Board:

This Department is seeking to provide adequate
occupational safety and health training within
the Stratplan training program but can do little
to ease the anxiety that staff are expressing
concerning the eyesight testing protocol until
service-wide steps are taken to ameliorate the
situation.

On 13 April 1984, the Department wrote again to the
Public Service Board on eyesight testing requesting
the Board to look again at the .service-wide
guidelines for eyesight testing.

Also on 4 June 1984 the Director-General wrote to
the Chairman, Public Service Board, pointing out the
occupational safety and health concerns of the staff
associations in relation to Stratplan and sought
leadership from the Board.
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The Committee, at para 7.10 of its Report, stated
that it believed that the issue of industrial
relations, particularly in the areas of occupational
health, could have been resolved in the planning
stage with agreement between the PSB and staff
associations. This was made clear by the
Director-General in his letter to the Chairman of
the PSB on 4 June 1984 when he said:

'This’ Department has two issues relating to
occupational health and the introduction of
Stratplan which are the subject of dispute with
the two relevant staff associations. The first
is the question of eyesight testing for VDU
operators and the second radiation testing of
Vbus.'

‘There seems to me to be an element of insanity
in an industrial dispute between a Commonwealth
department or agency and unions on occupational
health issues. Obviously, if there is a genuine
health problem, as a responsible employer the
Commonwealth should take all necessary
corrective action. If there is not a genuine
health problem, the taxpayer should not be held
to ransom to provide unnecessary and expensive
equipment and services which may also serve to
create unnecessary anxiety in some staff.'

'T fully support your view that these
occupational health matters are too important to
be negotiated in isolation by individual
departments and agencies. It does seem to me.to
be an issue on which leadership is required from
the Board, I Dbelieve that all Commonwealth
employing agencies and the ACIU should be able
to settle on common occupational health
standards, based on the best advice available.
I would ask that the Board initiate action in
this direction.®

4. The Department of Social Security believes it took
every reasonable precaution, and agrees with the
Committee's earlier conclusion that these matters could
have been resolved in the planning stage by agreement
between the then PSB and the Unions.

5. The Committee has noted that the estimated cost of
radiation testing for 1986-87 in DSS was $500,000. The
Department has sought to 1limit these costs and, as a
result, the actual expenditure in that year was some
$281,000, and for 1987-88 about $265,000. .
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Response by the Department of Finance

6. In its response to this conclusion, the Department
of Social Security referred to the procedures introduced
as part of the Section 28 Agreement of November 1984 for
regular radiation testing of VDU's, The arrangements in
the Agreement were meant to be interim, pending an
e:_:amination by the National Health and Safety Commission.
Finance wunderstands that this examination will be
completed in the near future. International opinion is
that testing after manufacture is unnecessary and over the
period in which tests have been carried out in DSS no
dangerous radiation emissions have been Qetected.

Conclusion (paragraph 3.33 of Report 284)
The Committee concludes that:

. the Department of Social Security had no
contingency plans in 1984-85 to cope with
industrial action and therefore had no fall-back
position which could relieve the pressure being
brought to bear by the unions.

Response
7. DSS partly accepts this conclusion. The department
asserts that industrial action did not delay

implementation of major products nor did it affect service
to clients. However, DSS agrees that it did not have a
fall-back position to cope with the effect of industrial
action on implementation had that action continued.
Stratplan was to be implemented at the Government's
directive or else the department could not continue to
provide the necessary service to clients. Any reasonable
way in which it could relieve pressure from the unions was
employed. However, the department could not resolve the
major industrial issues such as eyesight testing,
occupational safety and health and redeployment and
redundancy, as they were matters which came within the
jurisdiction of the (then) Public Service Board (P$SB). As
the Committee recognised in its Report 225, the Department
was constrained by the Board which was responsible for
setting standards for staff conditions of service.

8. It should also be noted that a certain degree of
contingency planning was inherent in DSS‘s implementation
strategy. The strategy was to introduce the system
changes arising from Stratplan in a phased, controlled
manner. Had DSS attempted more radical initial
implementation - say with on-line updating - then clients
would have suffered from the industrial action. As it
was, the refusal of some staff to use the facilities
delayed administrative savings and improvements, but no
clients suffered from the action.
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Conclusion (paragraph 3.33 of Report 284)

The Committee concludes that:

. the Department of Social Security had developed
no initiatives in 1984-85 to translate projected
efficiency gains from Stratplan into job
restructuring, redesign or reclassification and
so improve staff opportunities.

Response
9, The Department of Social Security partly accepts
this conclusion. In 1984-85, the department had developed
initiatives by reclassifying the keyboard area. After

formal training, Data Processing officers and typists were
reclassified as Word Processing Typists.

10. In addition, the department was aware of the
opportunity to restructure, redesign or reclassify and to
improve staff conditions as a consequence of the
introduction of Stratplan. This is evidenced from the
following extracts of a 1985 Job Impact Study conducted by
the Department and the Unions which was provided to the
Committee in April 1985:

". In examining possible job redesign options it has
been noted that several options that have been
proposed are in fact facilitated by the introduction
of Stratplan products.

In the job mix options put forward in this paper for
further investigation the general direction is
toward: .

- job enrichment and enlargement enabling the
individual to employ a varlety of skills and
undertake complete and identifiable units of
work;

- as part of the job enrichment process ensure
that individual responsibility and autonomy are
{(at least) not decreased. Decentralisation of
decision making is an important component of
this. It should be noted that Section 7 of the
study presents areas of the department where
possibilities for further decentralisation exist;

- automation of mundane and repetitive tasks; and

- the enhancement of Jjobs to minimise the
occurrence of repetitive strain injury and other
occupational safety and health problems,

. The expected trend was toward an officer being
capable of undertaking a much wider range of
duties. Such an outcome may make some of the
current classifications inappropriate and would
suggest fewer but broader classifications where a
staff member develops skills over an extended period
of ' time before finally becoming competent in the
full range of duties.
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. In addition to providing desirable job enrichment
the additional flexibility introduced could provide
staff savings that otherwise would not be realisable.

. In the department the only office tasks capable of
being wholly automated are those that are entirely
routine, having no discretionary judgement
components whatsoever; for example, coding.

. However, we can find in Regional Offices, numbers of
jobs with varying proportions of this unsatisfying
work; in which case either of two job redesign
approaches will eventually become appropriate.
Where the size of the residual support tasks has
been sufficiently reduced it may firstly be possible
to rework the task allocations so that many clerical
jobs take on minor amounts of these routine tasks.
Alternatively, where the residual support tasks can
be reassembled into a sufficiently challenging whole
clerical job, this can be done to form a suitably
classified position.”

Conclusion (paragraph 3.33 of Report 284)

The Committee concludes that:

. the Department of Social Security 1lost the
initiative, to the unions in 1984-85 resulting in
concessions which generated totally unplanned
and unpredicted increases in the Department'‘s
staffing levels.

Response by the Department of Social Secutity‘

11, DSS was the first Commonwealth Department faced with
a major technological upgrade in recent years, 1in an
environment where the unions had appreciated the need to
focus their efforts on areas of change. Negotiations
resulted in support staffing levels above those estimated
before tenders were called. In part this was because of
the nature of the available equipment (which required more
staff to operate amd maintain it than expected) and in
part because of the realities of industrial relations
negotiations in that environment. As a result some 700
additional positions had to be provided to DSS for the
introduction of Stratplan. This has been offset to some
extent by reduced bids for staff because of efficiency
improvements. Further, it has been agreed that annual
staff savings cumulating to 2000 ASL will be achieved from
Stratplan over the period from 1987-88 to 1991-92. This
will result in annual net staff savings from Stratplan of
a minimum of 1300 by that time (2000 less 700).

GUIDELINES FOR CONSULTATION ON TECHNOLOGICAL CHANGE
Conclusion (paragraph 3.47 of Report 284)
The Committee concludes that:

. the Public Service Board's Guidelines for the
. Management of Consultation on Technological
. Change are deficient in that they provide no

recommendations to departments and agencies on
the development of contingency plans for use in
the event of industrial action.
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Response by the Department of Social Security

12. The Department of Social Security doubts whether any
contingency plans for use in the event of industrial
action could be more than a general guide because of the
number of possible circumstances which would need to be
taken into account.

Response by the Department of Industrial Relations

13, The Guidelines prepared by the then Public Service
Board recognised the importance of planning for the impact
of industrial negotiation and the importance of
constraints imposed by service delivery requirements.
Devising contingency plans for use in the event of
industrial action is a very sensitive and Qifficult
issue. Management needs to plan for a wide range of
possible effects on service, and to address how client
services might be maintained in each case.

14. The APS second tier office restructuring agreement,
ratified by the Conciliation and Arbitration Commission
with effect from 24 December 1987, modified the PSB
Guidelines, significantly streamlining the process of
introducing new technology. The streamlined procedure

involved consultation/negotiation at three stages: the
contemplative, the pre-installation and the
installation/operation stages, and stressed the importance
of resolution of issues at agency level. Staff impact

assessments were retained as an important feature of the
first two stages and are to include assessments of the
impact of tec-nological change on current staffing levels,
and capacity for any offsetting job creation. ’

Response by the Department of Finance

15. The Department of Finance agrees with the above
comments by the Department of Industrial Relations,
particularly on the need for management to develop
contingency plans against a range of circumstances that
could affect the maintenance of services. Finance also
notes, in relation to the introduction of new technology,
that:

ADP Acquisition Councils, in considering the broader
industrial relations issues, would be expected to
assess the potential for industrial disputation or
non co-operation and to consider the effectiveness
of possible responses: in the event that the
scheduled outcomes are not achieved or are delayed;

. the Department of Industrial Relations would be
available to provide advice, particularly in cases
which raise serious risks of industrial disputation
or where Section 28 agreements are contemplated; and

. primary responsibility for negotiations and
consultation would, however, rest with the relevant
agency management, consistent with recent reforms to
the APS.
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Conclusion (paragraph 3.47 of Report 284)

The Committee concludes that:

B both the Guidelines Eor the Management of
Consultation on Technological Change and the
subsequent circular on " Bilateral Agreements
Between 1Individual Departments and Authorities
and the Unions are deficient in that they
provide no clear recommendations to departments
or agencies on translating some part of
projected efficiency gains and associated
benefits expected to arise from the introduction
of new technology into improved opportunities
for affected staff.

Response by the Department of Social Security

16. DSS agrees with this conclusion. The department
notes that, in the absence of guidelines to translate
projected efficiency gains and associated benefits into
improved opportunities for affected staff, it is possible
that an unduly narrow view can be taken of the benefits to
be expected from the introduction of new technology.

Response by the Department of Industrial Relations

17. The second tier. office restructuring agreement
produced major changes to job classifications to
facilitate multi-skilling and the design of more whole and
meaningful jobs with greater opportunities for career
development. The efficiency gains from the introduction
of this structure will benefit management through greater
flexibility in the deployment of staff and usé of
equipment, and improve opportunities for staff.

18. The APS second tier office restructuring agreement
referred to in paragraph 14 above, also included a
disputes avoidance/settlement procedure aimed to aveid and
resolve industrial disputation by measures based on the
provision of information and explanation, consultation,
cooperation and negotiation before resorting to the formal
processes of the Conciliation and Arbitration Act. The
two elements, of streamlined procedures for consultation
on new technology and of disputes avoidance/settlement
procedures, formed part of a large number of subsequent
second tier agreements with other unions covering
additional employment groups in professional, technical
and other areas of the APS.

Response by the Department cof Finance

19. Finance agrees with DIR's comments above on the
translation of benefits to employees via design of more
whole and meaningful jobs with greater opportunities for
career development, At the same time Finance would
reiterate the Government's decision that new technology
proposals are to provide an adequate rate of return on
investment and, in current circumstances, benefits should
be assumed to accrue to the Budget.
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Recommendation 1 (paragraph 3.48 of Report 2384)
The Committee recommends that:

all departments and agencies which are contemplating
introducing new technology, in addition to
consulting with the unions involved, establish a
consultative mechanism with the Public Service Board
or its equivalent and the Department of Finance to

devglgp initiatives on sharing anticipated
eff;cf:lency gains and benefits with the affected
staff.

Response by the Department of Social Security
20, ’ See comments above at paragraph 16.
Response by the Department of Finance

21. The Government now requires, in relation to proposed
computing acquisitions costing over $5m, that an outcomes
schedule, identifying the impact on agency programs of the
proposed acquisition, be developed by the proponent agency
and agreed with the Department of Finance before the
acquisition is submitted for Cabinet in-principle
approval. Finance has no objection to alsc considering
the effects on staff, in terms of improved career
opportunities.

THE NATIONAL INDEX
Conclusion (paragraph 4.13 of Report 284)
The Committee concludes that:

. the Department of Social Security has
demonstrated the benefits -of a timely and
efficient online enquiry system but needs to
consider more fully the effects of delayed
responses to national online enquiries.

Response

22. DSS agrees that it has demonstrated the benefits of
a timely and efficient online enquiry system and that this
system enables authorised staff to access social security
records on a State by State basis. The department has
also examined the delays experienced by users requesting
national online enquiries. It should be noted that, as
the current online enquiry system is only a phase of
Online Benefits Processing (OBP), the full benefits and
functionality of a National Index cannot be realised until
additional OBP phases are implemented. For example, full
functionality of a National Index requires the
implementation of a standardised, integrated Person Data
Update facility for all benefit types. Phase 1 of this
facility (Restricted Person Data Update) is currently
being implemented on a State by State basis.
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Recommendation 2 (paragraph 4.14 of Report 284)

The Committee recommends that:

the Department of Social Security re-evaluate the
concept of the NRational Index as originally
conceived by the Stratplan architects in terms of
its potential and benefits.

Response:

23. As mentioned in the response to the Committee's
conclusion at paragraph 22, the full benefits and
functionality of a National Index cannot be realised until
a standardised, integrated Person Data Update facility is
implemented for all benefit types. Once this occurs, and
£ull integration of the database has taken place, the
department will then be able to develop facilities to
provide full functionality of a National Index.

24. Many of the functional benefits of a National Index
have already been achieved by the implementation of the
current online enquiry system and by data matching work.
Currently planned OBP initiatives will realise most of the
remaining benefits. The full implementation will only
realise a small residue of benefits.

‘Recommendation 3 (paragraph 4.14 of Report 284)
The Committee recommends that:

the Department of Social Security investigate the
feasibility and costs of the technical options that
are now available for satisfying this requirement.

Response

25, See comments at paragraphs 23 and 24 above.
ONLINE BENEFITS PROCESSING
Conclusion (paragraph 4.39 of Report 284)
The Committee concludes that:

. the Department of Social Security has not
consistently applied adequate resources to
ensure the timely development of Online Benefits
Processing (OBP)..

Response by the Department of Social Security

26. This aspect was canvassed in detail in a letter from
the Department to the Committee in response to its written
questions (see Report 284 - Appendix A, pages 79 to 82).

27. The department has always regarded OBP as the major
strategic applications development to take advantage .of
the Stratplan re-equipment, which would ultimately provide
major benefits to staff and clients.
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28, However, the Government made numerous policy and
legislative changes during the phased implementation of
Stratplan. Although the Government has provided the
Department with additional staffing resources to implement
these initiatives, there has been a shortage in the job
market of personnel with suitable skills and this has
impacted on the development of OBP. The level of change
to existing systems has exceeded past profiles but the
Australian Audit Office considers that DSS has performed
satisfactorily during the implementation of Stratplan.
(See Report 284, Appendix A, pages 8l and 82, and
Attachment 3, pages 89 to 97).

29, The special consultant to the Minister for
Social Security in his - i iv

jev (June 1987) stated that one of the
reasons OBP had slipped from its original target dates was
because of:

an unprecedented load of additional work arising
£rom the Government's legislative programme and from
other sources.

The Report also stated that:

. the average number of system changes per year
had approximately doubled; N

. the average complexity of each change, as
measured by the person-months of effort
required, had quadrupled; and

. the total impact of this work on the
applications systems area (represented by the
product of the number of changes and their
complexity) showed an exponential trend.

Conclusion (paragraph 4.39 of Report 284)

The Committee concludes that:

. the Department of Social Security underestimated
the impact of inadequate staff allocation and
new Government initiatives on the development of
OBP.

Response

30. Social Security considers that its estimates on the
expected requirements of Government initiatives and staff
allocation on OBP development were the best that could
reasonably be made at that time. .

Conclusion (paragraph 4.39 of Report 284)

The Committee concludes that:

. the Department of Social Security has, as a

result, deferred the delivery of major projected
benefits.
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Response by the Department of Social Security

3. The deferral of delivery of major projected benefits
was not due to DSS electing to change its strategy but to
competing demands from major policy and legislative
changes (an extensive list can be found in Report 284,
Appendix A, pages 81 and 82). However, OBP has been
implemented nationally for the Family Allowance/Family
Allowance Supplement System which is the system currently
most subject to change through policy and legislative
chqnge and work is continuing on converting the other
major systems to OBP. The benefits of the new system are
being realised. On 1 September 1987 the Government
determined that staff savings of 2000 ASL would be
achieved over five years from 1987-88 to 1991-92. The
decision also stipulated that these savings would complete
the requirements for staff savings from the implementation
of the Stratplan project.

COMPUTER SYSTEMS OFFICER (CSO) STAFFING

Conclusion (paragraphs 5.30 and 5.32 of Report 284)

The Committee concludes that:

. there is a major problem in the -Australian
Public Service in relation to both the
recruitment and retention of Computer Systems
Officer (CSO) staff; and

. the broad initiatives identified by the Public
Service Board will be no more than palliative in
remedying the problem of the recruitment and
retention of CSO staff in the Service if they do
not include any specific proposals to increase
the monetary reward of CSO's.

Response by the Department of Social Security

32. The Department of Social Security agrees with the
conclusion. Service-wide and Departmental measures have
been taken to address the problem of recruiting new
graduates (CSO 1ls). Because of the severe problems DSS
had in recruiting CSOs it held discussions in 1986 with
the (then) Public Service Board in an effort to identify
longer term measures to redress the problem. As a
result, the Board made changes to the arrangement applying
to the recruitment of CSOs which enabled DSS to conduct
its own campaign to recruit ADP graduates.

33. Consequently DSS developed an information package
which explained its operations, promoted the cpportunities
in its unique ADP environment and gave information about
Canberra and the Public Service. The information package
was sent to every campus in Australia producing ADP
graduates (65 in all), with officers visiting most of the
43  institutions which responded to the package and
participated in their careers weeks. These efforts proved
remarkably successful and DSS filled its CSO requirement
of 70 staff, being one of only four departments to have
done so that year.
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34, These initiatives enabled the Department to address
the problem of recruiting €SO 1s adequately. However, a
major problem remains in that it is difficult to retain
these staff after they have gained a few years’ experience
and it remains even more difficult to attract and retain
CSO staff at higher levels.

Response by the Department of Industrial Relations

35. DIR notes that there have been problems with both
the recruitment and the retention of CSO staff in the
APS. The extent of the problems encountered by employing
agencies is difficult to measure; however, informal
surveys of departmental ADP management Suggest that some
of the measures already adopted have been successful in
alleviating the problems, During 1987-88, agreement was
given for CSO recruits to be appointed on a commencing
salary equal to the third point of the €SO 1 range. It
has been decided that this arrangement will continue in
1988/89 while developments in the ADP recruitment market
are monitored. At this stage the assessment of ADP
managers appears to be that the APS is adequately placed
in the graduate market. A second tier wage increase for
the CSO group as a whole, effective 24 December 1987, had
some effect on the competitive position of the APS within
the ADP labour market.

36. There are difficulties, however, with the proposal
that the salaries of (80s should be further increased
given the constraints of the Government's wages policy and
the National Wage Case Principles, which prescribe salary
increases outside stringent guidelines. The Depar:iment of
Industrial Relations will watch developments in the
experience reported by agencies in recruitment” ané
retention of CSOs. The need for special measures which
will be available under the NWC Decision of August 1988
will also be examined in the context of wider issues
raised by the introduction of the Structural Efficiency
Principle and the Commission's requirement for fundamental
examination of awards.

Response by the Public Service Commission

37. Following the Government's decision to abolish the
Public Service Board in July 1987 and create the Public
Service Commission (PSC), the Department of Industrial
Relations assumed responsibility for pay-related matters
for Australian Public Service staff. The Department of
Education, Employment and Training (DEET) now has
responsibility for the operational aspects of recruitment,
including CSO recruitment.

38. The PSC has responsibility Eo.t determining
recruitment policy, selection methods and procedures, and
monitoring and reporting on these procedures.

39. The PSC supports the initiatives on recruitment and
retention of CSOs proposed by the former Public Service
Board to the Committee, while noting that responsibility
for some of them has now passed to other agencies.
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40, Where these initiatives also impact on recruitment
policy for CSOs, the Commission is consulting with the
relevant agencies. For example, consultations with
relevant employing departments and DEET are continuing on
two of the initiatives intended to increase the APS share
of the supply of CSOs - allowing departments to make job
offers to final year students directly on campus and the
establishment of a Trainee Computer Systems Officer
scheme. These initiatives appear to be working as the
shortfall in unfilled recruitment demands from departments
has been decreasing since their introduction.

41, The issue of commencing salaries for CSOls has been
tal.cen up with the Department of Industrial Relations,
which is considering whether the base salaries of more
highly qualified graduates with computing skills should be
increased.

Response by the Department of Finance

42, The Department of Finance agrees with the above
observations of DIR and the PSC, and notes that in the
case of the Department of Social Security, a well-directed
campaign was able to achieve successful results in
recruiting €SO 1s.

COST EFFECTIVENESS OF STRATPLAN

EN

Conclusion (paragraph 6.19 of Report 284)
The Committee concludes that:

. the cost effectiveness of the original Stratplan
proposal and its associated acquisitions and
expenditures cam no longer be meaningfully
quantified.

Response by the Department of Social Security

43. The Department of Social Security accepts that it
may be difficult to meaningfully quantify the
cost-effectiveness of the original Stratplan proposal.
However, precisely because of the Committee‘'s concerns on
this point (see Report 225), the special consultant to the
Minister for Social Security in his Report on Stratplan -

i iv iev {June 1987) (copies of which
were provided to the Committee by the Minister for
Social Security on 19 October 1987) states that:

“we would tend to .... estimate the most 1likely
breakeven point {of Stratplan is] .... between 10
and 11 years. Because this quantitative assessment
still takes no account of either qualitative
benefits or directly related offsets and employment
effects, our earlier conclusion still stands, that
STRATPLAN is a cost-beneficial project; and



';he major visible signs of success are to be fournd
in the Regional Offices. Visits to a range of
offices, including city and country, STRATPLAN and
non-STRATPLAN, provided unmistakeable evidence
through observation and interview of the impact of
the new systems and facilities in the STRATPLAN
offices. Major improvements are visible in:

better working conditions;

improved morale;

more willingness to innovate;

reduced backlogs of work;

more effective handling of counter enquiries;
fewer and/or easier telephone enquiries;

more time for investigative and/or remedial work
such as over-payments processing;

improved productivity.*
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44. In summary, the cost effectiveness of Stratplan must
be assessed not only in terms of immediately identifiable
administrative costs and savings but also qualitative
indicators. In the department's view the consultant's
comments amply demonstrate the positive impact that
Stratplan has had and further that DSS also considered
that, regardless of the challenges and difficulties which
have been encountered, Stratplan was an outstanding
success. It is also worth noting thakt the department
asserts, in addition to administrative savings, reductions
in outlays in regard to pensions, benefits and allowances
are occurring, because Stratplan is facilitating greater
control and accuracy in determining entitlements.

Response by the Department of Finance

45, Finance, in a paper provided to the Committee in
July 1986, provided a methodology for assessing the
effectiveness of Stratplan. It developed a large number
of performance indicators to assess the project against
its stated objectives. However, to its knowledge this or
similar methodologies have not been developed or utilised
by the Department of Social Security to monitor the impact
of Stratplan in any systematic fashion.

46. The Committee refers to difficulties in measuring
the effectiveness of Stratplan because of the fact that no
useful performance indicators were identified and no
measurement tools were put in place at the commencement of
the project. However, the major Stratplan product -
On-line Benefit Processing - is only now being
implemented. Finance would see it as feasible for the
effectiveness of OBP to be thoroughly evaluated provided
adequate performance indicators and monitoring tools are
put in place by the Department.
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Conclusion (paragraph 6.19 of Report 284)
The Committee concludes that:

B establishing the cost effectiveness of a
department®'s information technology proposals
simply by measuring foregone staff increases is
of doubtful relevance to the decision making and
review process.

Response by the Department of Social Security

47. ~The Department of Social Security regards staff
savings as an important aspect of major investments in new
technology such as the Stratplan project. Nevertheless it
accepts this conclusion and has advised that at no stage
did it consider that foregone staff increases would be the

sole means by which the benefits of Stratplan were to be
measured.

48, Stratplan is a re-equipment project which achieved
the aim of replacing obsolete equipment to provide the
necessary service to clients and to position the
Department to undertake the current essential systems
redevelopment to enable it to continue to respond quickly
and effectively to Government initiatives. This 1is
supported by the report of the Minister's consultant (see
paragraphs 29 and 43 above).

Response by the Department of Finance

49. Finance agrees that staff savings are not the sole
or simple measure of cost effectiveness. Finance agcepts
that the Stratplan project offers a range of benefits in
addition to staff savings including, for example,
improvements inh the standard of client service and savings
in program outlays through improved administration. As
noted earlier, the Department of Finance has done
considerable work in providing a number of performance
indicators against which effectiveness could be assessed.

S0. Nevertheless, the question of staff savings is an
important issue in its own right especially when offered
as part of the Jjustification for a proposal. Staff
savings, unlike intangible benefits such as improvements
in client service, offer the Government concrete savings
in outlays and@ must be an important consideration in any
proper evaluation of the efficiency of various ADP
re-equipment options. For example, on average each 500
staff in the Department of Social Security require around
$14m annually in running cost funding.

S1. Finance also notes that the Government has made it
quite clear (via a Ministerial decision) that it expects
to realise substantial resoyrgce savings from major ADP
acquisitions, and that such savings are to be in addition
to those flowing from the application of the efficiency
dividend to individual Department's running cost
appropriations. In this regard, other major ADP
re-equipment projects agreed to by the Govgrnment in
recent years have involved substantial staff savings.
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52, The Government has also recently agreed to detailed
new procedures for approval of major ADP projects. These
require agencies wishing to undertake such a project to
establish an Acquisition Council to provide an independent
report on it, including a schedule of outcomes agreed with
Finance, prior to Cabinet consideration of the proposal.

s
’ d
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P J BARRETT
ACTING SECRETARY
Department of Finance
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DEPARTMENT OF FINANCE MINUTE

1. This minute has been prepared on the basis of
responses received from the Departments of Community
Services and Health, Finance, Foreign Affairs and Trade
and Veterans' Affairs, and the Australian Bureau of
Statistics and the Australian International Development
Assistance Bureau.

2., In this chapter the conclusion and recommendations
have been reproduced in turn and are followed by the
response.

General
Recommendation (paragraphs 2.5 and 2.6 of Report 285)

In several cases the requirement for additional
funds should have been foreseen before the end of the
Additional Estimates process. These applications for
funds from the Advance were as a result of
administrative omissions in the area of salaries and
payments in the nature of salary. Examples include
salaries of paid inoperatives, a pension scheme for
locally-engaged overseas staff and payments for
public servants who retired during the year.

The Committee suggests that the Australian
Development Assistance Bureau, Department of Trade,
Australian Bureau of Statistics and Department of
Veterans' Affairs review procedures to minimise such
shortfalls. T

The Committee believes there is a need for more
effective monitoring procedures in this area.

Response by the Australian International Development
Assistance Bureau

3. The Australian International Development Assistance
Bureau (AIDAB) has conducted a review of its control
procedures, as suggested by the Committee, in the context
of the Financial Management Improvement Program. The
usage of Average Staffing Levels and Running Costs funds
are now regularly reported on and analysed, using both the
Department of Finance and AIDAB's internal information
systems. AIDAB is confident of the effectiveness of these
arrangements and its ability to manage fully within its
present Running Costs appropriation, a confidence
reinforced by its non~requirement for Advance to the
Minister for Finance (AMF) funding in both 1986/87 and
1987/88.

Response by the Department of Foreign Affairs and
Trade

4. The Department of Foreign Affairs and Trade (DFAT)

assures. the Committee that both the budget and funds

control requirements of those functions of the former
Department of Trade, which now forms part of DFAT, are
currently accommodated within systems which operated in
the former Department of Foreign Affairs, and against
which no criticism was levelled.
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Response by the Australian Bureau of Statistics

5. The Australian Bureau of Statistics (ABS) regularly
reviews its estimating procedures and consistently
monitors expenditure to minimise shortfalls in
expenditure. For items of expenditure such as
compensation and separation payments, there can be large
outlays that, even if expected, are not capable of
accurate estimation in terms of final costs or the time
payment will be required.

6. In 1985/86, separation payments for an Australian
Statistician were anticipated. As it turned out, ongoing
separation payments rose substantially in that year and
the ABS also unexpectedly paid out two retiring
Statisticians instead of one.

7. For a number of years, the ABS has foreshadowed to
the Department of Finance the likely cost of compensation
claims pending a court decision and on no occasion have
estimates been admitted to Appropriation Bills. The range
of possible settlements of ABS' current claims under
negotiation are illustrated by the table below:

CASE ' UNDER NEGOTIATION

1 $68,500 - $343,500
2 $75,000 - $150,000
3 $220,000 -~ $350,000

TOTAL. $363,500 $843,500

8. These figures highlight the level of increase which
can occur and which the Department of Finance finds
difficult to support in Appropriation Bills. However, if
a claim is settled then payment must be made, leaving no
option under present arrangements but to go to AMF.

Response by the Department of Finance

9. The ABS stated in its response that, for a number of
years, it has foreshadowed to Finance the likely cost of
compensation claims pending a court decision and@ on no
occasion have estimates been admitted to Appropriation
Bills (see paragraph 7).

10. Section 6 of the Finance Directions, which gives
guidance to departments on principles to be observed in
preparing estimates, provides that the estimates should
not include amounts in respect of proposals which are so
far from firm that it is not possible to form any real
estimate of what payments, if any, will be made.

11. Recent legal advice obtained by Finance indicates
that where it is realistic to expect that a particular
expenditure will be made in a particular financial year,
that expenditure should be included in an item in the
relevant Appropriation Act, It is proposed to include
this additional guidance ¢to departments in the next
revision of Section 6 of the Finance Directions.

284



12. wWith the introduction of the Running Costs system
subsequent to 1985-86, which provides for the
consolidation of administrative and salaries expenses and
gives departmental managers substantial freedom to
allocate resources and vary priorities, Finance now
receives fewer calls on the Advance to the Minister for
Finance for Running Costs purposes than was previously the
case.

Response by the Department of Veterans®' Affairs

13. The Department of Veterans' Affairs (DVA) sought
funding from AMF in 1985/86 for the following:

. Agency nurses;
Separation payments;
Shift/penalty payments;
Leave loadings; and

. Payments for inoperative staff.

14. This expenditure was largely to meet payments for
nursing staff employed in DVA‘'s large institutions where
patient load is difficult to predict. At that time DVA
was also experiencing difficulty in attracting and
retaining nursing staff. Without matched rates, which for
example was achieved in Victoria in June 1986, nurses were
attracted to better paying State employment. As a result,
in order to maintain the standards of client care,
institutions were forced to employ agency nurses at higher
rates.

15. DVA has progressively reviewed and improved
procedures for monitoring salary expenditure, as evidenced
by the fact that no application for funds from the Advance
was made during 1987/88.
Department of Veterans' Affairs
Item 692-0-02 - Pharmaceutical Services
Conclusion (paragraphs 2.11 and 2.12 of Report 285)
The Committee has noted that pharmaceutical services
has been raised as an area of concern in all
Auditor-General‘s reports in the 1last three years.
These audits were conducted in the Department of
Veterans® Affairs and the Department  of Health.
Aspects of concern raised in these reports included:
. PHARMPAY ;
. overprescribing and overservicing;
. lack of Central Office overview and supervision;

. lack of internal audit involvement in system
design;

. ADP procedures generally; and

. accountability for supplies at Repatriation
General Hospitals.
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The Committee is greatly disturbed at the frequency
with which pharmaceutical services attract
unfavourable comment from the sources of scrutiny of
government administration.

Response by the Department of Veterans*® Affairs

16. Funding for the Repatriation Pharmaceutical Benefits
Scheme (RPBS) is provided through an annual appropriation
to DVA, In providing estimates, DVA 1is required to
provide forecasts of the likely number of prescriptions,
For the first time in the 1987 Budget, forecasts of drug
price movements were also required.

17. Because prescription usage is largely demand driven,
a2 shortfall in funds will occur whenever actual demand
exceeds that of the estimate; or where price fluctuations
are greater than provided in the estimate. 1In practice,
demand may increase outside the estimate because of
seasonal factors, for example, a severe winter. Since the_
1985--86 Budget, predictions of demand have been
complicated because of policy decisions to limit access of
service pensioners and war-widows to the RPBS. An unknown
number of service pensioners and war-widows have continued
to access the Scheme. Price movements may also be outside
predictions. However, where this is attributable to
exchange rate fluctuations (for those items not subject to
PBPA decisions) or increases in dispensing fees awarded by
the PBRT, additional estimates are available on request.

18. In his Report, the Auditor-General noted that
feasibility trials have been undertaken to test the
practicality of undertaking checks on eligibility <o
receive RPBS benefits using a computer system. These
trials have proven to be successful. DVA is now
developing a suitable ADP system for opezational use which
will provide for automatic eligibility checking of
prescriptions on the RPBS throughout Australia. The
system is expected to be functional by the end of the
1988~89 financial year.

Response by the Department of Community Services and
Health

19, At the end of any financial year, the Department of
Community Services and Health (DOCSH) usually finds that
the amounts appropriated for the payment of Pharmaceutical
Benefits under the RPBS, which is administered by DVA, are
insufficient to meet claims lodged by DOCSH.

20. During 1985/86, whilst difficulty was experienced in
processing resulting in payment delays to pharmacists for
National Health Scheme (NHS) Pharmaceutical Benefits under
the Pharmaceutical Benefits Scheme, a commitment was given
to DVA to process and pay prescriptions lodged under the
RPBS. This commitment was adhered to at the expense of
payments made by the (then) Department of Community
Services.
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21. Up to date processing information would therefore
have been available from the PHARMPAY system in respect of
RPBS processing but not NHS processing. DOCSH therefore
believes that processing difficulties experienced with
PHARMPAY during 1985/86 would not have contributed to
DVA's difficulties in estimating outlays under RPBS.
Processing on behalf of DVA has been carried out without
any difficulty, except for the usual funds situation which
was experjenced again in June 1987,

22, During the development of the current processing
system for Pharmaceutical Benefits, DOCSH involved its
Internal Audit Branch in the review of the systems design
to ensure that adequate controls existed. No examination
of the processing system has been completed to date by the
Australian Audit Office, although one is presently being
carried out.

23. Overprescribing and overservicing by medical
practitioners is of concern to DOCSH. Historically, the
pharmacists employed by the Department have been used for
both an audit and investigation role as well as a general
counselling role. This role is to be enhanced following
the recommendations of the Scrutiny Review for the Payment
of Pharmaceutical Benefits, which provided for the
appointment of ten additional pharmacists to carry out a
defined doctor-counselling role.

24, The Pharmaceutical program ‘within DOCSH is a
nationally managed program with a clearly defined role for
the Central Office of the Department.

Department of Education o

Item 270-4-09 - Living allowances for English as a second
Language course as Technical and Purther Education
institutions

Recommendation (paragraph 2.15 of Report 285)

The Committee recommends a review by the Department
of Finance of the need for multiple applications
where the exact requirements for funds is known.

Response by the Department of Finance

25. The Department of Finance attempts to minimise the
amount and number of calls on the AMF. In those cases
where amounts qualifying for funding from AMF are known,
these are usually issued from AMF as a single amount; in
other cases where there is less certainty as to the actual
amount required, a conservative approach is adopted, so as
not to provide a greater amount than is necessary. Such
an approach is considered preferable, even though it may
mean more than one application in some cases.

-
o el
M.5. KEATING

SECRETARY
Department of Finance
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CHAPTER 2
DEPARTMENT OF FINANCE MINUTE

2.1 This minute is a response from the Department of
Finance, as the agency administering the Advance to the
Minister for Finance (AMF).

2.2 1In this chapter the Committee's conclusion is
reproduced and in turn is followed by the response.

Conclusion (paragraph 1.18 of Report 286)
The Committee concludes that:

. a pro forma prescribed by the Department of
Finance for all applications submitted to it
would be the best means of ensuring in future
that this requirement was met.

Response

2.3 The Department of Finance notes the Committee's B
concern that insufficient documentary information
continues to be g problem with applications for
expenditure from AMF, which are passed to the Committee.

2.4 Finance does not, however, process any claim for AMF
from departments unless sufficient information is
available in support of the application. Often, the
original formal approach from a department is augmented by
oral advice obtained prior to claims being processed which
is documented on internal working papers of the Department
of Finance. However, in accordance with current
arrangements instituted in 1982, only copies of
departmental submissions are forwarded to the Committee
for examination. All departments are urged by Finance in
an annual memorandum to ensure that submitted applications
contain or are supported by sufficient documentary
evidence to satisfy the criteria that expenditure is
urgently required and was unforeseen.
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2.5 The Department of Finance agrees that a prescribed
pro forma for all applications would serve as a useful
method of encouraging compliance with evidence
requirements and accordingly Finance has recently issued a -
memorandum to all departments and agencies introducing a
pro forma for use by departments. As a result, with
effect from 8 April 1988, all applications for recourse to
AMF, not merely those expected to remain as a f£inal charge
on AMF, are to be submitted for consideration in the form
set out in the prescribed pro forma. If, in cases of
urgency, the completed pro forma is of itself not
sufficiently comprehensive so as to enable Finance
determination of criteria satisfaction, additional verbal
information sought and provided, and later confirmed in
writing by the department, will be forwarded to the JCPA
concurrently. If substantiation of oral advice was
subsequently not forthcoming the Committee would be
informed accordingly. For other than urgent cases, if the
completed pro forma does not contain the required
information, the relevant department will be regquested to
provide a new application for AMP, which fully addresses
the criteria.

Ao hait SeaZ

M S KEATING
SECRETARY
Department of Finance
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CHAPTER 3
DEPARTMENT OF FINANCE MINUTE

3.1 This minute has been prepared on the basis of
responses received from the Australian Taxation Office,
and’ the Department of Finance.

3.2 1In this chapter each of the Committee's
recommendations and conclusions is reproduced in turn and
is followed by the response.

Australian Taxation Office
Industrial Relations
Conclusion (paragraph 2.26 of Report 287)

The Committee concludes that the Australian
Taxation Office needs to formulate an appropriate
fall back strategy as a contingency to the situation
where disagreement arises over the content of an
agreement between the Australian Taxation Office and
the staff associations.

Response

3.3 The Australian Taxation Office {(ATO) recognises the
need for contingency planning, and procedures currently
being developed for all re-equipment and redevelopment
projects will call for the preparation of a range of
contingency plans, including industrial action.

3.4 At the same time, the ATO is taking a pro-active
role in ensuring full participation of unions in the
Re~equipment and Redevelopment process. Unions now have
high level representation on the Management Advisory
Committee, which is the senior co-ordinating committee for
the overall project. Added to this is the fact that the
ATO is seeking agreements before decisions are taken
locking the ATO into particular directions. This early
negotiation activity is enabling decisions to be made with
a full range of union attitudes on key matters.

3.5 Since the time of the Committee hearings,
negotiations have continued between ATO and unions on a
technological change agreement covering consultative
processes and some other matters. While they have not
been concluded, negotiations have resulted in a wide range
of issues being resolved to the satisfaction of all
parties. Most issues not yet resolved are generally a
matter of wording or structure rather than irreconcilable
differences of principle. However, there is one
significant area pot yet agreed with the unions and which
concerns redundancy.
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3.6 1In its present form, the draft agreement indicates
that, although no absolute guarantee can be given, it is
the aim of the ATO that no staff will be made redundant by
the introduction of new technology. The agreement then
goes on to identify processes of redeployment and
retraining that will be adopted to achieve this aim. 1In
the unlikely event that redundancy cannot be avoided, the
draft agreement provides that formal consultation in
accordance with the APS Redeployment and Retirement
(Redundancy)} Award 1987 will be initiated.

3.7 We are now negotiating with unions a separate
agreement on redevelopment which will pick up this issue
in particular, as well as some others that are peculiar to
the redevelopment activity. Other issues for instance are
the location of ATO activities and furniture and
accommodation standards. The areas to be negotiated are
difficult ones but the ATO is confident that negotiations
will lead to an agreement that will satisfy the needs of
both sides.

3.8 In the event that unions become totally
obstructionist to redevelopment going ahead, ATO would
have to consider the circumstances at the time. It is not
possible to be definitive at this time on what action
would be taken in that event. However, ATO are confident
that the measures already adopted in relation to
consultation will put it in the best possible position to
handle issues as they arise.

3.9 The Committee will be aware that, as part of the
recent Australian Public Service 4 per cent second tier
pay negotiations, the Government and the unions have
agreed on a disputes avoidancs/settlement procedure
together with a basis for consultation ané necotiations on
technological change, which will streamline the process of
introducing new technology.

3.10 A central feature of the disputes settlement
procedure provides for continuation of normal working
arrangements on a without prejudice basis pending
resolution of dispute situations which may arise. A key
element of the streamlined procedures in relation to
technological change indicates that the objective of
consultation/negotiation is to reach agreement but that
the process of consultation and negotiation does not
require that final agreement be achieved.

Computer Systems Officer (CSO) Staffing
Conclusion (paragraph 2.55 of Report 287)
The Committee concludes that:
» the current shortage of skilled ADP personnel is
a major problem to the Australian Public Service

and, in particular, the Australian Taxation
Office;
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. the Australian Taxation Office will not obtain
the numbers of trained computer staff that it has
stated it needs;

. the Australian Taxation Office will have to rely
very heavily on the contract market to supplement
its staff numbers, particularly at the CS02 and
CS03 levels;

. the Australian Taxation Office will have
difficulty in building effective teams that hold
together over a reasonable period of time; and

. the Australian Taxation Office must continue to
consider and implement new ways of obtaining the
skilled staff it needs if it is to achieve its
redevelopment program.

Recommendation 1 (paragraph 2.56 of Report 287)

The Committee recommends that the Australian
Taxation Office consider recruiting, from among its
non-computing staff who have the appropriate
aptitude, staff who may be trained in programming,
systems development and systems support skills with
a view to them becoming computer personnel within
the Australian Taxation Office,

Response

3.11 The ATO agrees that development of non-computing
staff has the potential to increase the number of skilled
computer personnel within the ATO. To this end, the ATO
is participating in a Trainee Computer Systems Officer
(TCSO) scheme being run at the Canberra College of
Advanced Education (CCAE). The TCS0 scheme is designed to
train graduates of other disciplines in the essentials of
information systems development so that the graduates can
be employed as base grade CSOl.

3.12 The ATO had ten representatives on the scheme, six
from within the ATG and four new recruits. While the
scheme is expensive in terms of both money and Average
Staffing Level, the ATO's involvement is in accordance
with the Committee's recommendation and is expected to
provide staff with both technical and ATO business
skills, The ATO will be reviewing the scheme with the
objective of increasing its participation if the scheme
proves effective.

3.13 At the same time, the ATO does not share the
pessimism expressed by the Committee about the ATO's
ability to recruit computer personnel. As previously
expressed to the Committee, the ATO has recognised the
importance of appropriate recruitment strategies to the
success of its redevelopment program and has given the
issue priority attention.

297



-~

3.14 Recruitment in 1987/88 has achieved the ATO's
objectives. In its recent recruitment campaigns, the ATO
considered several options to increase the pool of
available skilled staff. This included successful action
taken to place officers made surplus by changes in
Administrative Arrangement Orders. Overseas recruitment
was also considered as an option but discarded following
the success of other initiatives,

3.15 As indicated in the following table, the ATO has
been particularly successful in its recruitment strategies:

TABLE ) __: NUMBER OF CSO STAFF

AS AT AS AT  EXTERNALLY INTERNALLY DEPARTURES
30.6.87 29.2.88 RECRUITED PROMOTED FROM

SINCE SINCE ATO
30.6.87 30.6.87 SINCE
30.6.87

TCSO - 10 10 - -
Cs0l 43 72 S 1 8
€s02 56 65 11 15 3
CS03. 44 61 14 14 2
CS04 24 34 9 9 4
CS05 11 20 7 4 2
SES S 6 1 - -
TOTAL 183 268 103 43 19

NOTE: Externally recruited means from outside the Systems
Group. Internally promoted means within the
Systems Group.

H RE . V. M. TAFF LEVEL
DATE“ STAFF LEVEL
30.6.85 - 239
30.6.86 - 308
30.6.87 - 354
1.l.88 - 381
29.2.88 - 435

30.6.88 projected 440
TABLE 3 : RATES OF ATTRITION, SYSTEMS STAFF

CALENDAR YEAR CsSo % PROJECT CLERICAL %
1984 23.22 N/A
1985 27.10 N/A
1986 26.92 16.70 X
1987 11.96 15 (approximately)

NOTE: Attrition is defined as officers who have left the
ATO through permanent transfer, promotion or
resignation.



3.16 The Committee should alsc note that the review
referred to in paragraph 3.38 may affect the timing of
resource requirements.

Management Expertise
Conclusion (paragraph 2.76 of Report 287)
The Committee concludes that:

. the Australian Taxation Office's major re-equipment
and redevelopment program is one of the largest
projects of its kind to be undertaken in Australia
and, as such, warrants the Australian Taxation
Office using the best managers available and to
ensure the program's success; and

. the senior management in the Australian Taxation
Office's Systems Group d&o not have sufficient
experience to manage a project of this scale in
addition to their management responsibilities for
ongoing systems on existing equipment.

Recommendation 2 (paragraph 2.77 of Report 287)

The Committee recommends that the Australian Taxation
Office set up a task force dedicated to the
re~equipment and redevelopment program and that this
task force be managed by highly experienced external
resources.

Response

3,17 The ATO agrees with the need to focus on management
of the program as a whole. However, it does not agree
with the implied limitation to Systems Group aspects, nor
does it accept that management should be passed to
external sources.

3.18 The Re-~equipment and Redevelopment program will
affect the total operations of the ATO. It is only by
focusing on technology as a tool to achievement of the
ATO's corporate objectives that full benefits of
technological change can be reached. Accordingly, the
project involves a wide range of organisational issues
including, for example, job design, accommodation and
organisational structures.

3.19 The ATO has taken steps to improve the management
of the overall program within this framework. A team led
by a Second Commissioner is being established and
supported by an external consultant to co-ordinate the
many projects within the overall program. The ATO accepts
the need for external participation to address particular
areas of expertise that may not be present within the
ATO. It does not accept, however, that external
participation should include ultimate management
responsibility.
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systems Design
Conclusion (paragraph 3.18 of Report 287)
The Committee concludes that:

. the Australian Taxation Office’s approach to system
integration is based on establishing arbitrary or
traditional boundaries between functions rather
than on a careful analysis of the relationships
between system components;

. the Australian Taxation Office's design decisions
which relate to the tramsition process from current
file structures and application programs to the
proposed integrated databases and associated
sub-systems have been based on inadequate analysis;

. the Australian Taxation Office has not given
adequate consideration to the reguired migration
strategy and  associated planning and their
relationship to the High Level Integrated Design;
and

. the Australian Taxation Office has underestimated
the impact of migration in terms of elapsed time
for completion and associated costs.

Recommendation 3 (paragraph 3.19 of Report 287)

The Committee recommends that the Australian Taxation
Office review its High Level Integrated Design in the
light of the Committee's concerns.

Response

3.24 The High Level Integrated Design (HLID) is an
initial process in the Redevelopment work. It was
intended to clarify the boundaries between systems
development projects and must be viewed as an extension of
the Information Systems Plan. It was developed via a high
level process primarily concerned with further defining
the functional requirements of the ATO's activities and
how those requirements interface with one another.

3.25 At such an early stage, it does not, and need not,
consider the ultimate technical environment. It is a very
early step in specifying what the new systems will do. It
is not concerned with how the systems will achieve these
functional requirements; that can only be determined when
the new equipment environment is known. Any conversion
effort referred to in the HLID relates only to the
migration of data (within the new environment) from the
old file structures to those required by the new
applications.

3.26 The ATO's approach was not based on establishing
arbitrary or traditional boundaries between functions. It
was based on an analysis of the present functions, which
resulted in the deletion of many of the existing
functions, to arrive at a new set of integrated functions
to be performed by ATO personnel.
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3.27 A definition of which of the new functions would
appear in each systems project was performed in detail by
ATO's users, Systems Division personnel, and experienced
Arthur Andersen & Co personnel, The functions within each
project in the Information Systems Plan and their
interfaces to other functions were studied in depth during
the HLID. As a consequence, the HLID team moved some
functions from one project to another. Such activities
will and should continue for each project until the end of
its System Design phase..

3.28 Before releasing the HLID, senior executives from
the ATO, including the Commissioner, participated in a
planning conference to, amongst other things, review the
draft design to ensure that the broad functional
requirements for ATO were adequately addressed. In
addition, it must be recognised that the HLID will be
subject to continuing refinement throughout the
redevelopment process to take into account both the wider
people and organisational aspects of the redevelopment
exercise and the work of teams engaged in the next
development phase of Project Definition and Planning, and
so on.

3.2% The ATO considers, therefore, that it will receive
greatest return on its design effort by moving next to the
further development phases outlined, utilising the HLID,
as it continues to evolve, as a guide to further address
the interfaces between the different systems projects.

Recommendation 4 (paragraph 3.19 of Report 287)

The Committee recommends that the Australian Taxation
Office develop a detailed design strategy for
migration from the old processing environment to the
new systems.

Response

3.30 This recommendation is in accordance with the ATO's
view. The approach taken has been to include a first
estimate of the order of magnitude for migration tasks in
accordance with Method/l. Detailed migration designs will
be developed as part of the systems design phase for each
new application project.

3.31 Satisfactory development of the detailed migration
strategy for each new application requires a thorough
understanding of user requirements and knowledge of the
facilities to be made available via the re-equipment
project. This necessary information becomes available
subsequent to, not prior to, development of a submission
to Government for in-principle approval and development of
a high level integrated design. Consequently, such
detailed strategies and estimates could not be made
available to the Committee when it was reviewing the
proposal seeking in-principle approval.

Recommendation 5 (paragraph 3.19 of Report 287)
The Committee recommends that the Australian Taxation

Office revise its time and resource estimates for
redevelopment and migration accordingly.
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Response
3.32 See the response provided in paragraph 3.38.
Conversion
Conclusions (paragraphs 3.32 and 3.34 of Report 287)
The Committee concludes that:

. the Australian Taxation Office's conversion
strategy is acceptable given the benefits of
totally replacing the existing computer environment
with new hardware and software as soon as
possible; and

the on-line inquiry facilities presently available
within the Australian Taxation Office are
unsatisfactory.

Recommendation 6 (paragraph 3.36 of Report 287)

The Committee recommends that the Australian Taxation
Office continue to pursue the provision of a
satisfactory on-line inquiry facility for the use of
Australian Taxation Office staff as a matter of
priority.

Response

3.33 The ATO agrees with the Committee's conclusion that
the current on-line enquiry facilities are
unsatisfactory. The ATO is continuing to pursue the
provision of better enquiry facilities for its staff.
However, significant improvements in the enquiry service
are unlikely unt.l equipment obtained via the Re-equipment
project becomes available and significant progress has
been made with the conversion project.

3.34 The operating system used by the ATO mainframe
computers is designed to support a batch programming
environment rather than to support on-line facilities.
There are, therefore, limitations on the systems capacity
to handle engquiry traffic. A small increase in on-line
enguiry terminal numbers has been possible in recent
months. Work has been completed to provide for an
additionai 20 to 30 terminals this financial year but this
is likely to be the upper limit for the current hardware
and software without causing serious degradation to the
batch processing environment.

Two-Site Environment
Conclusion (paragraphs 3,46 and 3.51 of Report 287)
The Committee concludes that:
. the Australian Taxation Office has legitimate
grounds for continuing to maintain its mainframe

computer facilities using a two-site environment;
and
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. there is a requirement for all Commonwealth
departments and statutory authorities to have
access to suitable emergency computer sites.

Recommendation 7 (Paragraph 3.52 of Report 287)

The Committee recommends that steps be taken to
assess the overall emergency computer site needs of
Commonwealth departments and statutory anthorities.

Response

3.35 The Information Exchange Steering Committee (IESC),
in its role as service wide co-ordinator for information
technology issues, is addressing this recommendation. The
IESC has written to Commonwealth departments and statutory
authorities seeking information regarding their need for
emergency computer sites and will be assessing this
information in order to establish the Commonwealth's
overall need.

Recommendation 8 (Paragraph 3.52 of Report 287)

The Committee recommends that, where needed, steps be
taken to set aside and/or construct suitable computer
sites which departments and/or authorities may use on
an emergency basis.

Response

3.36 The IESC is also addressing this recommendation.
It will co-ordinate an approach to the issue of backup
facilities for use by Commonwealth agencies. A working
group is being established to examine requirements and
identify suitable options.

The Australian Taxation Office

Project Estimates
Conclusion (paragraph 3.61 of Report 287)
The Committee concludes that the elapsed period for
implementation of the new systems is likely to be much
longer than is currently estimated by the Australian
Taxation Office.
Recommendation 9 (paragraph 3.62 of Report 287)
The Committee recommends that the Australian Taxation
Office re-assess the sequence and rate of
implementation of its re-equipment and redevelopment
program, and set realistic and achievable goals which
are not so totally dependent on obtaining scarce
resources.
Response

3.37 See the responses provided in paragraphs 3.17 to
3.20 for comments on the staffing issue.
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3.38 Notwithstanding those comments, the ATO s
currently reviewing the implementation schedule. The
objective of the review is to reach a position which
minimises risks while achieving a progressive and timely
redevelopment and implementation schedule that builds on
experience gained throughout the project.

Project Justification and Cost Effectiveness

Conclusion (paragraph 4.30 of Report 287)

The Committee concludes that the Australian Taxation
Office's current cost effectiveness analysis, based as
it is on projected staff savings, provides a
particularly unreliable tool for justifying the need
for the proposed computer systems re-equipment and
redevelopment program.

Recommendation 10 (paragraph 4,31 of Report 287)

The Committee recommends that the Australian Taxation
Office re-evaluate the justification for its proposail
and identify the proposal’s potential benefits in
terms of the objectives and performance targets
defined in the Australian Tazation Office's corporate
plan.

Response

3.39 See the responses provided in paragraphs 3.40 and
3.41.

Performance Indicators
Conclusion (paragraph 4.46 of Report 287)

The Committee concludes that there is a need for the
Australian Taxation Office to develop, prior to the
commencement of its re-equipment and redevelopment
program, appropriate performance indicators which will
measure the benefits of the program and the resulting
systems.

Recommendation 11 (paragraph 4.47 of Report 287)

The Committee recommends that the Australian Taxation
Office and the Department of Finance adopt a
co-ordinated and timely approach to the specification
of appropriate performance indicators for the
Australian Taxation Office's re-equipment and
redevelopment program and resulting systems.

Response

3.40 The cost effectiveness analysis was completed in
accordance with then existing Government requirements.
New guidelinres for the acquisition of information
technology facilities are now being implemented. The ATO
has entered into discussions. with the Department of
Finance on the application of those procedures to the
Re-equipment and Redevelopment project.
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3.41 It is expected that the application of those
procedures will lead to the development of a range of
performance indicators, including the impact of the
project on the ATO's corporate objectives (for example,
the turn around time for assessments, taxpayer enquiries
and so on).

3.42 The question of potential revenue benefits was
addressed in the ATO's response of 5 May 1988 to issues
arising out of the recent public hearings.

Response by the Department of Finance

3.43 This recommendation has been accepted and is
currently being implemented. One of the important
requirements of the new ADP acquisition procedures is the
establishment of an agreed schedule of outcomes. Such an
agreement is intended to include the establishment of
performance indicators., It has been agreed between the
ATO and Finance that the ATO will prepare a draft schedule
of outcomes as a basis for discussion; it is expected to
be settled in sufficient time to allow it to be considered
by the Government as part of its budget deliberations
associated with 1988-89 funding for the re-equipment
proposal.

Australian Industry Participation
Conclusion (paragraph 5.18 of Report 287)

The Committee concludes that there is a need for the
Australian Taxation Office to carry some additional
costs in order to encourage further the 1local
development of Australian information technology
capability. This applies equally to the hardware,
applications support and management aspects of the
project.

Recommendation 12 (paragraph 5.19 of Report 287)

The Committee recommends that, in order to comply
with Government policy, the Australian Taxation Office
must deliberately and actively structure its Request
for Tender to favour Australian industry participation
and the extra costs it may incur should be quantified
so0 that the Australian Taxation Office is not
penalised for its active support.

Response

3.44 The Re-equipment Request for Tender (RFT) was
written during the period March 1987 to early July 1987.
It was written to comply with Government policy under the
direction of the Re-eguipment Steering Committee comprised
of officers from the ATO, and the (then) Department of
Local Government and Administrative Services and the
Department of Industry, Technology and Commerce (DITAC).



3.45 The RFT was independently approved by the
Department of Administrative Services (Das), as the
Commonwealth’s Contracting Authority, and issued by DAS on
19 August 1987 under the existing Government industry
development policies. A subsequent amendment to the RFT,
issued on 19 October 1987, referred prospective tenderers
to the Government's new Information Industries Strategy,
announced on 8 September 1987, and required them to ensure
that their proposals were consistent with the new strategy.

3.46 Following the issue of the RFT, 'Briefings to
Prospective Tenderers' were held in Canberra, Melbourne
and Sydney. Attendees at these briefings were addressed
by officers from DITAC, DAS and the ATO. The briefings
specifically inciuded the topic of Australian Industry
Participation.

3.47 The ATO's Conversicn RFT was issued on 30 March
1988 and similarly follows Government policy in relation
to its strategy for Australian Industry Participation. 1In
relation to both RFTs, the ATO considers that their
structure reflects the need to encourage Australian
Industry Participation whilst meeting the need for low
risk situations.

3.48 The Committee's comments relating to extra costs
are noted.

Australia Card

Conclusion (paragraph 5.39 of Report 287)

The Committee concludes that the development and use
of a high integrity numbering system could give the
Australian Taxation Office the potential to maximise
the improvements in its operations that are
anticipated from the Office's computer systems
re~-equipment and redevelopment proposal.

Response

3.49 The ATO agrees with the Committee's conclusion,.

Lhont el
M.S. KEATING

SECRETARY
Department of Finance
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First Assistant Secretary

Financial Management and Accounting
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Department of Finance

PARKES ACT 2600

ATTENTION : S. Baker

JOINT COMMITTEE OF PUBLIC ACCOUNTS (JCPA) - 287TH REPORT
~ AUSTRALIAN TAXATION OFFICE - COMPUTER SYSTEM RE-EQUIPMENT
AND REDEVELOPMENT

In your letter of § September you referred to a request from the
. JCPA for additional information on our responses to
Recommendations 2 and 5 of their Report.

Recommendation 2 : Project Office

2. In our response to Recommendation 2 we mentioned that the
ATO has taken steps to broaden the management of the overall
project. "I‘his action was takern against the following views -

it is only by focusing on technology as a tool to
achievement of the ATO’s corporate objectives that full
benefits of technological change can be achieved;

. the project involves a wide range of organisational issues
including, for example, job design, accommodation and
organisational structures. By way of illustration, the
development of the Master Project Plan (see paragraph 7
below) has identified in excess of 80 projects to be
undertaken;

. the need for external participation to address particular
areas of expertise that may not be present within the ATO is
acknowledged;

. 4 key to the success of the project is for ownership of, and
commitment to, the project to reside with the ATO.

TAES—Buding a peter Aokl 0,
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2.

3. 1t is in this context that we have established a "Project
Office” to assist me in co-ordinating the many individual
projects and activities that need to be addressed to ensure
success of the Re-equipment and Redevelopment program. (Given
its broader aspects we have adopted the term "Tax Office
Modernisation® as an umbrells for the program.)

4. To put the operation of the Project Office in context, I
have attached (Attachment A) a diagramatic representation of the
broad management structure and the broad responsibilities of
each.

5. Also represented on the diagram is the Senior Management
Team which has been developed to further assist me in my overall
co-ordinating role by bringing together those senior managers
with principal responsibility for Modernisation projects. This
Management Team is to meet regularly (presently fortnightly) to
review progress and address issues as a working party where
necessary. The objective is to minimise the hierarchy involved
and provide a forum at which issues are addressed from an
office-wide perspective by participants with first-hand
knowledge of projects involved.

6. It is alsc planned that the Management Team have regular
"time out" sessions which would be attended also by individual
project managers. The objective of these is to provide an
expanded forum to review overall progress and to foster closer
communication links between key players.

7. Turning to the specific points addressed in your letter with
respect to the Project Office :

members of the Project Office are engagezZ on a full time
basis;

. composition of the Office will change over time as we move
through various phases of the project. By way of
illustration it is envisaged that, as we move to the
implementation phases of projects, people will be assigned
to the project office to co-ordinate the various releases
occurring within a specific time span (see roles of "release
plan manager® in Attachment A);

. the Office has been established and presently consists of an
external consultant (from the international consulting firm
DMR Group Australia Pty Ltd), two officers at the ASOB
level, one with a strong background in revenue collection
systems and the other with experience in corporate
management support and a computer systems officer to provide
computer support to the Project Office;

. the consultant has been engaged both as a general advisor to
myself and with particular responsibility at this stage for
bringing together an overall planning document for the
project, referred to by us as the Master Project Plan. This
is to contain details of identified projects {e.g., scope,
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3.

objectives, sub-projects/phases, results, etc.) planned
durations and dependencies. The plan will be subject to
up-dating as individual projects commence and detailed
project plans are completed. It will form the basis for
computer-based project tracking support. The consultaat has
also been involved in the development of a project handbook
designed as a practical guide to project management planning
and control within the context of Modernisation and is on
the Senior Management Team referred to in paragraph 5.

Recommwendation 5 : Implementation Schedule

8. Following the Committee’s Report, the timetable for
redevelopment has been the subject of review. A revised
implementation schedule has been prepared having specific regard
to:

. the experience and learning benefits to be obtained from the
redevelopment of smaller projects before embarking on major
redevelopment components (hence the advancement of the
Pay-As-You-Earn and sales tax systems);

. the benefits to be realised from early achievement of
successful redevelopment projects (hence the advancement of
returns generation/receipt and automated despatch and
implementation of the electronic lodgement system being
piloted and refined in our Adelaide Office);

. complementing the previous 2 points, the reduction in risks
achieved by gaining experience in smaller systems
redevelopment before embarking on major components;

the benefits of providing for 2 higher level of staff
participation in redevelopmen: projects through greater
representation of business staff on project teams and
through use of the participative processes incorporated in
Office Structures Implementation - benefits being in terms
of improved functionality of systems, enhancement of job
design and staff commitment to the project; and

the total staff numbers profile generated under the original
timetable, which resulted in substantial and potentially
unmanageable annual fluctuations in staff numbers (see
Attachment B).

9. In response to the request contained in the third paragraph
of your letter I have attached copies of the revised schedule
(Attachment C) and the schedule implied in the Submission
considered by the Committee (Attachment D). Some caution needs
to be exercised in relation to the new schedule. The project
"Integrated Returns“ will establish the broad framework within
which individual projects will operate and may result in
modification to the plan.
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4.

10. I was unsure of the precise nature of the remaining details
sought in that paragraph but have assumed they relate to systems
statfing, as this was a matter about which the Committes had

exp d some n in the t of the implementation
schedule. I have, therefore, also attached (Attachment E)
systems staffing requirements (expressed in tarms of ASL and
salary costs) implied in each schedule which demonstrate the
rc:\:gocil annual requirements that apply under the revised
schedule.

11, Please advise me if any further elaboration is required by
the Committee.

* H
3 i
VR eibond W
{M.J. Carmody)
SECOND COMMISSIONER



ATTACHMENT A

TRUC T oV PROJECT LEVEL
MANAGEMENT
ADVISORY
COMMITTEE
MODERNISATION MANAGEMENT TEAM
GROUP PROJECT
EXECUTIVE ' DIRECTOR
PROJECT
OFFICE

i PROJECT

(for individual

i
| STEERING conn:rwsss%
projects) :

PROJECT MANAGERS
¢(for individual
projects)
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Management
Advisory
Committee
(MAC)

Project
Director

Project
Office

ROLES AND RESPONSIBILITIES

Expanded to include union representatives;
approves project initiations, objectives,
key operating principles, project schedule,
steering committees and steering committee
chairman;

resolves major issues of principle;
monitors progress of project;

meets 4/6 weeks or as required.

M. Carmody, Second Commissioner of Taxation.

responsible for integrity, co-ordination and
progress of overzll project;

develops overall project plan and assists
with sub-project plans;

brings forward reports on project progress
to MAC;

follows up on issues raised by MAC;

accounts for commitments to Government and
co-ordinates Government submissions.
supports the project director in execution
of his responsibilities;

gathers and integrates planning information;

monitors overall Modernisation. Project
progress and prepares reports;

acts as a2 "help" facility for project
managers;

promotes cross-project communication and
understanding;

maintains High Level Integrated Design as
projects evolve, brings potential conflicts
in project developments to the attention of
the Project Director;

co-ordinates implementation of project

releases through medium of a “release plan
manager”.
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Release
Plan Manager

Group Executive

Project
Steering
Committees

Project
Manager

anager is d with
the integration and co-ordination of the
implementation of the complete or partial
results of various projects within the same
time period;

the release plan manager accepts
responsibility for co-ordinated delivery of
a release during the designated time period;

negotiates and defines implementable
releases;

monitors the priorities of project managers,
and liaises with project managers on all
issues related to implementation of the
release;

raises critical unresolved issues affecting
implementation of the release with the
Project Director.

senjior executive of program groups within
the ATO;

accepts responsibility for projects within
Group;

works with project managers to resource
teams;

responsible for delivery of the support
projectd/activities undertaken within the
Group;

works jointly with Project Director and
other Group Managers in exercising
responsibilities (see paragraph 5).

operate as subcommittees of the MAC
in relation to a particular project.

plans, organises and controls a specified
project, including appointment of working
groups for walkthroughs, technical reviews,
or participatory process;

reports on progress as required;

responsible for achievement of project plan.
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ATTACHMENT B

MODERNISATION: PROJECTED TOTAL ATO STAFF
FEB 87 COMPARED WITH AUG 88

rm<me

20000 =
19500 4 /

T O /.

ull ®™"AUG 88 PROJECTION
o

18500 + /

‘ o
18000 + % /
17500 + \

\ FEB 87 PROJECTION

17000 + t t t t } + t 4

1988 1989- 1990- 1991- 1992. 1993. 1994- 1095. 1996- 1997~
89 90 81 92 93 94 95 96 97 98
FINANCIAL YEAR
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BUSINESS SYSTEMS
(26 Sept 1988)

(financial years 88,89 to 97/98)
PROJECT 89 $90 (91| 92| 93 |94 95| 96 97 | 98

1, ELECTRONIC LODGMENT
2. PRE-PLANNING

S. INTEGRATED RETURNS
6. CLIENT REGISTRATION
7.
8
9

RETURNS GEN/RECEIPT

. AUTOMATED DESPATCH
. PAYE

13. SALES TAX

16. INCOME TAX RETURNS

17. INCOME TAX ACCOUNTING

18. INCOME TAX INPUT/OUTP

19. COLLECTIONS/RECOVERY

20. AUDIT SEL/DATA MATCH

21. AUTOMATED AUDIT

22. INSPECTIONS

23. PRESCRIBED PAYMENTS
 24. LODGMENT ENFORCEMENT

25. CLIENT HISTORY

26. TAX AGENT SUPPORT

27. CORRESPONDENCE

28. TAXATION STATISTICS

29. PROSECUTIONS

30. DISPUTES MANAGEMENT

31. CLIENT SUPPORT

32. STRATEGIC DEC SUPPORT
,| 33. FRINGE BENEFITS TAX
: 4. MISCELLANEOUS TAXES

ADMINISTRATIVE SYSTEMS

(financial years 88/85 to 97/98)

PROJECT 89 [ 5091} 92 ‘93:94395 96 97| 98

T
|
3. HUMAN RESOURCE MMENT f
4. FINANCIAL MANAGEMENT
10. OFFICE AUTOMATION
1). INVENTORY
12. LIBRARY
14. COMP AIDED PUBLISHING
15. REGISTRY

= DEVELOPMENT UP TO THE STAGE PRIOR TO COMMENCEMENT OF
IMPLEMENTATION OF THE INITIAL PHASE

= IMPLEMENTATION INCLUDING CONTINUING DEVELOPMENT OF PHA
FOR LATER IMPLEMENTATION
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MIGH_LEVEL IMIEGRATED DESIGN.
AMPL EMENTATION SCHEDULE
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ATTACHMENT E!

SYSTEMS PROJECT STAFF
(FEB 87 COMPARED WITH AUG 88)

I‘°‘ AUG SBRESOURCES @~ FED#7 RESOURCES

00 T
350 + /o
300 +

250 ¢

200 +

ro>»

150 &+

SeaNowz ey I
/

100 o °
.

©,

so‘;/° \

I .

T t + + + t

t
1987-881988-89 1989-90 1990-911991:921992-82 1993-94 1994 -9 1995.96 1996-971997-98

YEAR

Note 1 - This reflects gross Systems resources planned for Re-
equipment, Conversion and Redevelopment at February 87 and August
88, It does not represent additional Systems resources that will be bid
for on an annual basis (the net figure was reflected in the J.P.C.P.A.
submission of February 1987).

Note 2 - As at February 1987, resource estimates were made only to

year ended 30 June 1992. There was a reduced requirement after this
date with a completion date somewhat carlier than 1998,
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SYSTES PROJECT STAFFING AS REFLECTED 1 ATTACHED GRAPH

AERAGE STAFFING LEVEL:

YERR 2NDED

88 29 % 9 2 93 9% % 9% 97

AGUST 88 RESOURCES 350 622 113.0 117.0 1205 1450 203.0 179.0 7.0 5.8
FIBRUARY 37 RESOURCES  38.1 210.0 320.4 352.8 1583
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SEAR§3 {EXCLUDING OVERNEADS: :

(*s 000}

YEAR DY R 3% k2 i a2 92 % 5 % 97
AUGUST 85 RESCUPCES  1141.9 2048.9 2636.7 3817.2 4029.3 4730.8' 6949.3 5840.31 23i6.4 489.4
FEBPLRRY 37 RESCURCEC 1243.1 68515 10422.4 11510.5 5i%8.2

NTE -

{HO PRICE MOVEMETT FACTOR TiCLRE .
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FINANCE MINUTE ON
REPORT 288
REVIEW OF EFFICIENCY AUDIT -
ADMINISTRATION OF CAPITAL GRANTS
TO NON-GOVERNMENT SCHOOLS
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DEPARTMENT OF FINANCE MINUTE ON REPORT 288

1. This minute has been prepared on the basis of
responses received from the Department of Employment,
Education and Training and the Australian Audit Office.

2. In this minute each of the Committee's
racommendations is reproduced in turn and is followed by
the response.

Department of Employment, Education and Training
Objectives of the Capital Grants Program
Recommendation 1 (paragraph 2.6 of Report 288)

The Department of Employment, Education and Training
develop an agreed statement of objectives for the
program and that these objectives be stated
consistently in various documentation.

Response

The Department of Employment, Education and Training
(BEET) has prepared a draft revised set of Capital Graants
Program aims and objectives., They are being discussed
within the Department, both at Central Office and
States/Territory Office level, and will be discussed with
the Block Grant Authorities (BGAs) as part of the
consultative process required under the BGAs block funding
arrangements. It is expected that the revised aims and
objectives will be in place by the end of December 1988.
DEET will also seek to ensure that these objectives are
stated consistently in various documentation.

Recommendation 2 (paragraph 2.6 of Report 288)

The Department of Employment, Education and Training
develop valid performance indicators which relate to
the agreed objectives.

Response

4. Performance indicators for the Schools Division,
including the Capital Grants Program, have been reviewed
with an emphasis on outcomes and a proposed set of
indicators is being developed. 1It is impossible to give a
precise timetable for this process as the development of
performance indicators is dependent upon the data that can
be provided by government and non-government systems.
Negotiations on data and monitoring reguirements are
curzently under way as part of the broader initiatives
being pursued following the Minister for Enmployment,
Education and Training's statement of 23 May 1988 on
“Strengthening Australia‘'s Schools*®.

The Existence and Adequacy of Administrative Guidelines
Recommendation 3 (paragraph 2.19 of Report 288)

The Department of Employment, Education and Training
complete its development of a comprehensive and
integrated set of manuals (and other appropriate
documents) which together provide policy gquidance and
information about administrative procedures.
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Response

5. The Department now has an integrated set of manuals
that provide policy guidelines and outline administrative
arrangements for each element in the Capital Grants
Program. These documents include:

(a) For the Geperal element:-

(i) Administrative Arrangements for BGAs issued in
November 1987;

(ii) Administrative Arrangements for National Pool
Schools issued in January 1988;

(iii) Procedure manuals are being finalised for block
grant arrangements introduced in 1988. Two
manuals, namely *“Block Grant Funding for
Non-government Schools* and “National Pool
Funding for Non-government Schools® will be
completed by 30 pDecember 1988; and

(iv) A Post-Offer Procedural Manual was completed in
October 1987 and is being slightly modified to
apply to BGAs and National Pool post-offer

procedures.
(b) Eor the Aboriginal and Torres Strait Islander (ATSI)
element:-

. the ATSI manual which contains a complete statement
of the administrative arrangements applying to this
element was re-issued in February 1987.

(c) For the Disabled Student (DS) element :-

the manual which contains. a complete statement of
the administrative arrangements applying to this
element was revised and re-issued in January 1988,

6. The manuals for the ATSI and DS elements have also
now been reviewed to reflect current policy and procedures.

7. The Commonwealth Assistance to Schools Program
Administration (CASPA) Manual was issued in August 1985.
The Manual provides guidance on the input, processing and
report facilities contained within the CASPA system on
which the Program's administration is based. It is
currently being modified to accommodate the block grant
and national pool funding system.

8. The process of periodic review and subsequent update
of all manuals used in the Program will continue to be
accorded a high priority.

Recommendation 4 (paragraph 2.19 of Report 288)

The Department of Employment, Education and Training

develop and maintain mechanisms to ensure that policy
and procedure documents are kept up-to-date.
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Response

g, To ensure that all documents providing policy
guidance and procedural information will be reviewed and
updated regularly the Department has reorganised staff so
that specific officers have been assigned specific
responsibilities in relation to this process.

Recommendation 5 (paragraph 2.19 of Report 288)

‘The Department of Employment, Education and Training
train staff in the use of the manuals.

Response

10. An ongoing training strategy is in place to provide
staff administering the Capital Grants Program in Central
and Regional Offices with both a broad overview of all
aspects of the Program and an understanding of specific
aspects including the use of manuals. This strategy will
also accommodate changes in policy and administrative
arrangements, ensuring familiarity with documentation and
reference material.

1l1. The staff restructure referred to in paragraph 9 will
facilitate the implementation of this strategy by
assigning the responsibility of training to specific
officers. It is anticipated that these neasures will
significantly enhance the effectiveness and efficiency of
the Program,

Definition and Measurment of Educational and Financial Need
Recommendation 6 (paragraph 2.27 of Report 288)

The Department of Employment, Education and Training
continue the development of a standard method for
block grant authorities to assess the financial need
of applicant schools.

Response

12, The Department has continued to move towards a
standard method for use by its State Offices and BGAs to
assess the financial needs of National Pool and BGA
schools . Section 20 of the Administrative Arrangements
for BGAs and Section 9 of the Administrative Arrangements
for National Pool schools stipulate standard points to be
addressed in the financial assessment of applicant
schools. The Department recently evaluated procedures for
assessing the financial need of grant applicants,
particularly in terms of the relationship between capital
grant and general recurrent grant considerations. A model
to assess the financial needs of applicant schools is
currently being tested in the States/Territories. This
pilot exercise should be completed by late 1988, and if
considered successful, the model can be presented to BGAs
for their consideration.

Recommendation 7 (paragraph 2.27 of Report 288)

The Department of Employment, Education and Training
seek discussions with State and Territory educational
authorities and representatives of non-government
schools to determine whether the varying area
standards of the Commonwealth and States can be
rationalised.
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Response

13, The 1983 cost study on the comparative capital costs
of Australian schools was a joint Commonwealth/State study
of school building standards. The study contained
recommended area and costs per pupil for new primary and
secondary schools as well as school building extensions.
These recommendations form the basis for the current
Commonwealth area standards and provide a tool for
educational authorities when planning budgets for school
building projects.

14, A cost study of government and non-government schools
undertaken in 1978 showed a wide wvariation in areas and
costs throughout Australia. However, the 1983 cost study
revealed that there was a reduced variation in area/costs
ranges between the States. In order to investigate the
extent of variations between States and systems, the
Department has written to State and Territorial
Governments and non-government education authorities
seeking details of the cost and area standards used by
each authority in each State. When this material is
available, the Department will consider whether there is a
need for discussions and possibly for a further
co-operative study to address the issue of variations in
area standards across States.

Socio~economic Disadvantage
Recommendation 8 (paragraph 2.33 of Report 288)

The Department of Employment, Education and Training
clarify in its guidelines the effect that
socio-economic status has on a school's eligibility
for a grant.

Response

15. The Dpepartment has analysed decision-making in
relation to the assessment of grant applications.
Socio-economic status is a determining factor once
educational and financial need has been decided. The
Department is currently reviewing the extent to which this
is reflected in the guidelines. Where the need for
clarification is identified, the Department will consult
with BGAs before appropriate amendments to the guidelines
are made.

Recommendation 9 (paragraph 2.33 of Report 288)

The Department of Employment, Education and Training
consider adopting the Educational Resource Index
ratings as a measure of socio-economic disadvantage
(in their present or modified form) for the purposes
of determining capital grant eligibility or that it
develop a more precise method for determining
socio-economic status.
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Response

16. The Department has examined the feasibility of using
the Educational Resource Index (ERI) as a measure of
socio-economic disadvantage. Preliminary findings
indicate no correlation between ERI and the socio-economic
status of the schools studied. A DEET Working Party (in
consultation with the Australian Bureau of Statistics) has
developed an interim method of assessing socio-economic
disadvantage which is currently being piloted by DEET.

Eligibility and Priority for Grants
Recommendation 10 (paragraph 2.37 of Report 288)

The Department of Employment, Education and Training
clarify the relative importance of socio-economic
status, financial need and educational need in
determining eligibility and priority for capital
grants.

Response

17. The Department acknowledges that there is a need to
clarify the relative importance of socio-economic status,
financial need and educational need. This is currently
being addressed in the context of the development of the
Capital Grants Program guidelines for 1989 and
Administrative Arrangements documents for BGAs and
Rational Pool schools,

Commonwealth Financial Interest in Approved Projects
Recommendation 11 (paragraph 2.45 of Report 288)

The Department of Employment, Education and Training
seek legal advice as to its current capacity to
enforce recovery action,

Response

18. The Administrative Arrangements documentation for
BGAs stipulate that those BGAs representing participating
non-government  schools, the majority of which are
operating in their own right, should require schools which
are offered a grant to provide appropriate security, as
determined by the Minister for Employment, Education and
Training, to be held by the BGA in trust for the
Commonwealth for the observance of conditions attached to
capital grants.

19. This reguirement, as well as a requirement that BGAs
are responsible for safeguarding the Commonwealth's
residual financial interest in funded projects in member
schools, has also been incorporated into the agreement
entered into by the relevant BGAs., Legislation has now
been passed that will enable a BGA, with the approval of
the Minister of Employment, Education and Training, to
apply for reimbursement of any legal costs incurred by the
BGA in obtaining and providing payments to discharge the
Commonwealth's financial interest in funded capital
projects in a member school. Such reimbursement would be
deducted from program funds available to the BGA for the
particular year.



20. The existence of such security, generally proposed to
be in the form of a caveat, will improve the
Commonwealth's awareness of likely school closures. This
will thereby enhance the Department's capacity to obtain
repayment of the Commonwealth's equity in cases where
schools default on their legislated obligations by failing
to notify the Commonwealth when proposing to sell a
Commonwealth-funded project prior to the expiration of the
Commonwealth's 20 years interest.

21. The Department has sought 1legal advice from the
Attorney-General's Department on its capacity to enforce
recovery action, Procedures that are in place for
recovery action will be reviewed on the basis of the
expected advice.

Recommendation 12 (paragraph 2.45 of Report 288)

The Department 'of Employment, Education and Training
publish comprehensive gquidelines which address the
protection of the Commonwealth's financial interest,
particularly in situations where schools close or
where assets cease to be used principally for an
approved purpose.

Response

22. The various Administrative Guidelines for the Program
for 1988 specify in detail the obligations of schools.
These guidelines ensure that the Commonwealth's financial
interests are safeguarded. The guidelines for BGAs also
outline to agencies their obligations under the provisions
of the States Grant (Schools Assistance) Act 1984. The
Commonwealth has entered into agreements with BGAs which,
inter alia, stipulate relevant requirements. Agreements
betweén BGAs and member schools have also been executed.
These agreements clearly outline the responsibility of
schools and BGAs in relation to the protection of
Commonwealth equity in facilities partially funded by
Commonwealth grants. Schools are also required to sign an
undertaking to abide by these statutory requirements in
the offer process.

Recommendation 13 (paragraph 2.45 of Report 288)

The Department of Employment, Education and Training
provide a report to the Committee when its
investigations into closures gduring the last three
Years are completed.

Response
23. 1Investigations have been completed and the report
into school closures during the last three years was
provided to the Committee in November 1988,

Recommendation 14 (paragraph 2.45 of Report 288)

The Department of Employment, Education and Training

ensure that schools receiving grants are aware of

their obligations in relation to the Commonwealth's
financial interest.
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Response

24, In response to this recommendation, the Department
has taken every possible measure to ensure that schools
are clear about their obligation under the States Grants

i 1984 in relation to the
Commonwealth's financial interest in funded projects. The
related sections of the Act are highlighted and explained
in detail in the Adocumentation for each of the elements in
the Program as follows:

(a) Administrative Arrangements for Block Grant
Authorities ~ Section 14

(b) Administrative Arrangements for National Pool Schools
- Section 12

(c) Disabled Students Element Procedural Manual - Section
on Commonwealth Financial Interest

(d) Aboriginal and Torres Strait Islander Element
Procedural Manual - Section 24

(e) Administrative Guidelines for 1988 - Commonwealth
Financial Interest (paragraph 3.25)

25. Responsibility for the detailed administration of
grants within the general element lies with each BGA in
relation to its participating schools. As part of its
agreement with those schools, before grants are actually
payable the BGA is required to make schools aware of
obligations they incur in accepting a Commonwealth capital
grant. BGAs are held responsible for safeguarding the
Commonwealth's residual financial interest in funded
projects in member schools; and this is a condition that
they agree to adhere to when accepting Commonwealth funds
for member schools. It is considered that the close
contact that participating schools have with their BGA
will enhance the capacity of those authorities to monitor
compliance by schools with the conditions under which
grants are made available. The Department provides an
example of a contract between a BGA and a participating
school for use as a model by BGAs to ensure that member
schools conform to this requirement.

Recommendation 15 (paraqraph 2.45 of Report 288)

The Department of Employment, Education and Training
provide statistical informatiom in relation to
section 26(2)(c) of the

Assistance) Act 1984 in its annual report.

Response

26. This recommendation will be implemented. The
mechanisms being set up in the Department will allow this
information to be collected as a matter of course and it
will be included in all future annual reports.
Information will also be provided in relation to section
26{(2)(c) and section 26(2)(d) of the §States Grants

i 1984, with regard to schools that
have closed and have received funding from a BGA.
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Processing of Applications
Recommendation 16 (paragraph 2.49 of Report 288)

The reasons for the block grant authorities not
recommending projects for approval should be 1listed
in the schedules sent to the Department of
Employment, Education and Training's central office.

Response

27, Section 24.9 of the Administrative Arrangements for
BGAs clearly stipulates that these authorities are
required to provide details of rejected projects in their
annual schedules. Under Section 11.1, BGAs also have to
advise applicant schools of the reasons for unsuccessful
applications ,

28. The Department has received annual schedules for 1988
for all BGAs. All have complied with the requirement that
details of rejected projects and reasons for rejection be
provided.

Management Information and Automatic Data Processing,
Recommendation 17 (paragraph 2.56 of Report 288)

The Department of Employment, Education and Training
develop and implement a comprehensive and integrated
information strategy for the capital grants program,

Response

29. A comprehensive and integrated information strategy
has been developed to monitor both Program efficiency in
terms of its administration and the effectiveness of the
Program in relation to its objectives. Updates are
undertaken periodically to safequard the accuracy and
currency of the data.

30. Capital grants statistics are now collated through
the comprehensive CASPA system which facilitates
performance monitoring to ensure that targets are met and
expenditure and commitment plans are adhered to. The
CASPA manual outlines responsibilities of State Offices in
relation to statistical input data. The relevant manuals
for BGAs and National Pool school authorities have clear
instructions on the documentation that needs to be
submitted at each stage of the application. A built-in
checking mechanism ensures that adequate input is
available before it is possible to proceed to a subsequent
application processing stage.

31. In 1987, the Department established a data base
designed to monitor the allocation of grants under the
general element of the Capital Grants Program. Data in
respect of applications and approvals from 1976 was
collected from State Offices, Departmental files, reports
and budget papers. Based on the reporting facilities
provided by CASPA, a set of graphs has been created from
the data base, covering a wide range of relationships and
indicating trends over the Program during the period
concerned. A manual containing a spreadsheet, graphs and
commentaries on each State and issues for further
consideration has been prepared for use by the Capital
Grants Branch of the Department and State Offices. The
information base will provide a better understanding of
the schools that receive grants.
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Recommendation 18 (paragraph 2.56 of Report 288)

The Department of Employment, Education and Training
explain its information needs to prospective sources
and settle the type of information to be collected
and methods of collection on a consultative basis.

Response

32. The Department established a Working Party in July
1988 to examine the information needed £rom schools
applying for funds. under the Capital Grants Program., The
Working Party reviewed the type of information required to
assess grant applications in relation to program
objectives as well as the time-frame within which this
information is to be provided. It considered whether
information provided under other Commonwealth assistance
programs for schools could be used for the assessment
processes of the Capital Grants Program. Documentation
available to BGAs and school authorities was reviewed to
ensure that the Department's information needs are being
adequately addressed. The Working Party noted that
regular contact with BGAs and school authorities would
facilitate the process of explaining the Department's
information needs, A report has been prepared by the
Working Party which outlines the type of information to be
collected and methods of collection. It also includes
strategies to collect information on a consultative basis.

Internal Review Activity
Recommendation 19 (paragraph 2.60 of Report 288)

The Department of Employment, Education and Training
seek to establish the reasons for dQifferential
success rates of grant applications and Commonwealth
contributions to total building costs between States.

Response

33. The Department has undertaken a study of factors
contributing to variations in application success rates
and in project subvention levels. The study, undertaken
with the assistance of regional offices, indicates that
the factors contributing to the variations reflect the
different circumstances between States and over successive
years. It underlines the fact that the Capital Grants
Program iz deliberately flexible and decentralised.
Monitoring of success rates and Commonwealth subvention
levels will be an integral part of the review activities
relating to the program.

Recommendation 20 (paragraph 2.60 of Report 288)

The Department of Employment, Education and Training
continue to monitor the success rates of the grant
applications and the proportion of the Commonwealth
contribution to final building costs from State to
State.

Response

34. The process of monitoring the success rates of grant
applications and the Commonwealth subvention level from
State to State has been incorporated into the Department's
work program. These review activities will be undertaken
in February each year when the BGA/National Pool schedules
are analysed.
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Forms and Information Sought from Schools
Recommendation 21 (paragraph 2.66 of Report 288)

The Department of Employment, Education and Training
review its procedures, forms and practices including
its method of identifying schools, to ensure that:

- application forms for capital grants for schools
in the national pool require only essential
information to be provided;

- information already in the Department's
possession be used in assessing capital grant
applications when this is consistent with sound
administrative practice; and

- the Department seeks information f£from schools
and block grant authorities in a systematic
manner.

Response

35. The Working Party (referred to in paragraph 32 above)
reviewed the information collected in the application and
assessment process and made a number of suggestions to
ensure schools are not asked to duplicate the information
they provide and to ensure that information is sought in a
systematic manner. The Department is currently developing
a management information system module which will
constitute a Xkey element of the Financial Management
Improvement Program. This will provide effective linkage
between data bases used in the administration of the
various schools programs. Strategies for information
collection under this program may be influenced by the
development of this system.

Recommendation 22 (paragraph 2.66 of Report 288)

The Department of Employment, Education and Training
explain its information needs to schools and settle
the type of information to be collected and method of
collection on a consultative basis.

Response

36. As stated in paragraph 32 the Working Party reviewed
the information requested of school authorities under the
Capital Grants Program. The Working Party observed that
the recently revised documentation for the various
elements of the Program adequately explain to schools the
information needs of the Department thus minimizing the
need to approach schools for additional information.

Distribution of Funds between Block Grant Authorities
Recommendation 23 (paragraph 3.14 of Report 288)
The Department of Employment, Education and Training
examine the funding outcomes for schools of equal
socio-economic status affilisted with different block

grant authorities. to ensure that anomalies do not
result from the current funding formula.
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Response

37. The Department considers that it is misleading to
compare outcomes of applications by individual schools in
different BGAs. A range of factors influence funding
decisions by the BGAs which make it impossible to consider
schools in isolation., These factors include the level of
funding commitments made by the State Planning and Finance
Committee towards projects in schools belonging to a BGA,
variations in the number and type of applications received
in different years by BGAs and the overall planning
priorities of BGAs

38. The current formula was designed as the most
practicable and equitable way to reflect the Government's
policy of providing Commonwealth assistance to those
schools that are the most needy. This allows the
non-government sector more autonomy and more flexibility
in the way the Capital Grants Program operates. The
formula takes into account the share of enrolments in each
State and is oriented to the sector with the greatest
socio-economic need, in accordance with the Program's
over~riding priority of assisting schools serving
relatively disadvantaged communities. The formula was
arrived at after substantial consultation between
educational authorities and the then Minister for
Education, the Hon Senator Susan Ryan.

39. The Department has examined outcomes of project
applications across BGAs for 1988 (including reviewing
whether funding outcomes meet the objectives and
priorities of the Program) and sees this as an ongoing
review exercise. The funding outcomes from different BGAS
will be analysed annually as part of the larger process of
monitoring BGA activities, The Department also intends to
examine and compare outcomes of applications for grants
across systems.

The Department's Continuing Role
Recommendation 24 (paragraph 3.17 of Report 288)

The Department of Employment, Education and Training
ensure that all block grant authorities understand
its expectations of them, particularly in terms of
the documentation required to support their
recommendations for grants.

Response

40. Under section 24 of their Administrative
Arrangements, BGAs are provided with detailed instructions
as to the documentation that the Department requires of
them, both in regard to the annual schedule of
recommendations for grants, as well as information that
the BGA needs to have available to support its
recommendations. In addition, regular consultations are
held with all BGAs and information needs and expectations
are discussed and clarified.

Recommendation 25 (paragraph 3.17 of Report 288)

The Department of Employment, Education and Training
direct staff savings resulting from these changes to
improvements in the quality of guidelines and other
documentation relating to the program as well as to
the systematic monitoring of the program's
effectiveness.
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Response

41. The Department has applied staff savings to updating
gocumentatian and improving the information system for the
rogram,

Australian Audit Office
Timeliness of the Audit
Recommendation 26 (paragraph 5.9 of Report 288)

The Australian Audit Office's planning for
efficiency audits should take account of the
likelihood of some staff movement during the audit
and of other demands on that Office's staffing
resources.

Response

42. Paragraph 3.2.3.12 of the Australian Audit Office
Auditing Standards, which were first promulgated in the
Commonwealth of Australia Gazette on 8 September 1986,
require the preparation of a management plan for each
designated efficiency audit; that plan is to include a
projection of the required staff resources and the
organisational units from which they will be drawn. The
Australian Audit Office (AAO) agrees that the plan should
take account of the likelihood of some staff movement and
other demands, and in fact the planning for the more
recent efficiency audits has included such considerations
to the extent possible. It is not always possible,
however, to predict and plan for individual staff
movements or other emerging priorities.

Recommendation 27 (paragraph 5.9 of Report 288)

Where efficiency audits have not been tabled within
twelve months of the beginning of preliminary data
collection, the Australian Audit Office should
provide a full and frank statement of reasons for the
delay in the report of the audit.

Response.

43. The AAO agrees that the audit reports should include
a full and frank statement of reasons for delays in the
report of audits. It is considered that this requirement
should apply to those audits which have not been tabled
within 12 months of the formal advice to the auditee of
the decision to undertake an efficiency audit. Although
some preliminary collection of data relevant to the
subject of the audit may have occurred prior to this
formal advice, it is usually of a broad survey nature
intended to indicate possible areas or subjects for
individual in-depth investigation during an efficiency
audit and to provide a guide to the scope and focus of the
audit.

Recommendation 28 (paragraph 5.9 of Report 288)
The Australian Audit Office should prepare a set of

explanatory documents to assist auditees to fully
comply with the demands of an efficiency audit.
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Response

44. A document which provides auditees with additional
information on the process associated with efficiency
audits and the extent of their obligations in relation to
these processes has been developed and is provided to
aug;:ees at the time an audit is designated an efficiency
audit.

Nature of Recommendations
Recommendation 29 (paragraph 5.15 of Report 288)

The: Australian Audit Office ensure that its
recommendations are sufficiently detailed to enable
auditees to be clear about their scope and intention.

Response

45. It is agreed that it is essential that asuditees fully
understand the scope and intention of efficiency audit
recommendations. Current procedures relating to
efficiency audits provide that the auditee will receive
details of provisional conclusions and recommendations
prior to the exit interview. These matters are discussed
with the auditees at the exit interview and there is
provision for formal written comments to be provided
following that interview. When the proposed report is
subsequently forwarded to the auditee in accordance with
Section 48F(3) of the Audit Act 1901, a response is
obtained to each recommendation, It is believed that
these processes, together with the consultation that
normally occurs during all stages of the audit, provide
sufficient opportunities for auditees to be clear as to
the scope and intention of recommendations.

Recommendation 30 (paragraph 5.15 of Report 288)

The Australian Auvdit Office include a statement of
the administrative context within which the auditee
is operating in its efficiency audit reports.

Response

46. The AAO's Auditing Standards state the need for
reports to contain an introduction which should include a
brief but adequate description of the area under audit
including, where appropriate, a reference to its history,
what it was expected to achieve and capital and operating
costs. Also, for each separate subject area in the report
there should be a succinct description of the area
reviewed. As from April 1988 these descriptive passages
will refer, where appropriate, to the administrative
context within which the auditee is operating.

Cost of the Audit
Recommendation 31 (paragraph 5.19 of Report 288)

The Australian Audit Office prepare cost estimates
(in dollars) of each audit prior to its commencement.
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Response

47. At present, planning for each audit includes an
estimate of the staff-hours required to bring the audit to
a s‘atisfactory conclusion. The total time spent on the
audit is recorded and at the completion of the audit, the
total cost is calculated, using an hourly cost rate which
includes a component for travel and overheads. As from
April 1988 a cost estimate will also be prepared prior to
commencement of each audit. Because of uncertainties
regarding complexity and scope it should be recognised
that while such estimates provide a broad indication of
the likely costs, the conduct of the efficiency audit can
lead to additional dissues coming to 1light during the
course of the audit and it is not intended that initial
gstimates should prevent the examination of important
issues.

Recommendation 32 (paragraph 5.19 of Report 288)

The Australian Audit Office monitor the cumulative
cost of each audit.

Response

48. The AAO has a comprehensive management information
system which enables the progress of each audit, in hours,
to be monitored. These hours are converted manually to
cumulative cost. for each efficiency audit. The system is
to be extended in mid 1989 with the implementation of a
new management information system to include the automatic
reporting of the cumlative cost of each audit.

Recommendation 33 (paragraph 5.19 of Report 288)

The Australian Audit Office report both the
estimated and final cost of each efficiency auvdit in
the report of that audit.

Response

49. At present, the costs of each completed efficiency
audit are reported in the Auditor-General's Annual
Report. Procedures have been instituted to enable the
estimated and actual costs of future audits to be included
in the individual efficiency audit report tabled in
Parliament. The cut-off point for calculating the actual
cost of the audit will be the completion of the audit
report manuscript, prior to sending the report to the
Australian Government Publishing Service for typesetting.

Recommendation 34 (paragraph 5.19 of Report 288)
Where the final cost of the audit is greater than

the estimate, the reasons for this should be stated
in the report.
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Response.

50. The AAO proposes to include an explanatory statement
in future reports where the actual costs of an efficiency

;udxt differ szqn;flcantly from the initial estimate.
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Department of Employment, Education and Training
Central Office

Our Reference : 88/19155
Your Reference

Mr T Rowe

Secretary

Joint Parliamentary Committee of
Public Accounts

Parliament House

CANBERRA ACT 2600

Dear Mr Rowe

I refer to your letter of 17 July 1989 to the Secretary seeking further
intormation on. the administration of the Commonwealth's program for
capital grants to uon-government schools. The Department's response to
your questions is set out below,

Statement of Objectives and Performance Indicators

Common objectives have now been developed for the Capital Grants and
General Recurrent Grants Programs and. are as follows:

To better prepare the nation's young people to undertake post-school
education and training, to participate successfully in the labour
market and to contribute to and benefit from Australian society, by
providing assistance to schools which aims to:

- maximise the competencies of students in key subject areas of

learning;

- improve the participation and achievement of disadvantaged
groups;

- broaden the educational experiences of girls, especially by

increasing their participation and achievement in mathematics,
science and technologically oriented subjects:

- encourage higher Year 12 student retention rates; and
- maximise the competence, efficiency and confideace of teachers.

These objectives have been considered and accepted by school interest
groups. They were adopted for the 1989 Program Year.

The following data are being used as performance indicators for these
general resource programs:

-~ participation of students from low socio-economic status backgrounds
{that is those receiving assistance under certain Commonwealth income
support programs}, Aboriginal and Torres Strait Islander students,
and rural students:

-  subject choice by males and females in Year 12: and

GPO Box 9080, 14 Mort Street, Canberra ACT 2601. Telcphonc: (062) 76 8111.
24741 v 880 PO Box 826, MLC Tower, Woden ACT 2606, Telephone: 1062} 83 7777.
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2.

~ retention rates to final year of schooling.

Development of Standard Assessment Method

The pilot study resulted in a number of changes to procedures, but
turther improvements are still being developed. The study showed that,
while the types of data previously sought on capital grants application
forms were appropriaste, the data could be used more effectively and would
be easier for schools to provide if they were related more clearly to the
data definitions used in the Department's annual Financial Questionnaire
to all son-government schools. As a result of the study we have
identified a minimum set of data to be collected and a standard process
for analysing the data. This involves: checking the completeness of the
data; checking its consistency, both internally and with data already
held by the Department; determining the maximum cash contribution the
school can make; determining the maximum loan the school can manage: and
from this determining the size of grant that would be appropriate. This
methodology has been used for National Pool schools. but has yet to be
discussed with BGAs. We do not intend, however, that this methodology
should be any more than a general guide, because the diversity of
circumstances in which schools find themselves would make a rigid
methodology counterproductive.

Rationalisation of Area Standards

The Department wrote to the State and Terrritory governments seeking
their views on the merits of further standardisation of school area
standards. States either felt that climatic and other differences
throughout Australia made uniformity undesirable or found the
Commonwealth's standards irrelevant to their work. They therefore saw no
advantage in increased standardisation and declined to be further
involved. Though the Commonwealth does not directly use the States'
standards, it will now be in a position to take account of them in any
future development of its own standards.

Socio-economic Status and Eligibility

In its consultations with BGAs this year the Department has made it clear
that, though socio-economic status (SES) is not an eligibility criterion,
it is to be the primary factor for selecting eligible projects for
funding. This requirement is reinforced in the Administrative
Arrangements and the Administrative Guidelines.

Capacity to Enforce Recovery Action
The Department asked the Attorney-General's Department:

To what extent can the Commonwealth, in cases where assets valued at
not less than $30 000 are acquired with cepital grants under the Act,

{a) enforce recovery action under the Act;
{b) enforce recovery action through the BGAs

(i)  under the Act:

(ii) under the C lth's agr with each BGA:

{iii) under the administrative arrangements for the BGAs.
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The Attorney-General's Department's answer to this question was:

‘In my view, where an asset in respect of which an amount paid to a
BGA under $.26 of the Act was expended ceases to be used or to be
used principally for an approved purpose or is disposed of without
the new owner entering into an agreement with the Commonwealth along
the lines of cl.8 in Attach L. the C lth has a right to
recover part of the grant from the BGA under c¢l.8 (being an agreement
of the kind referred to in s.26(2B)(c))., Similarly where no BGA is
involved the Commonwealth has a right to recover part of the grant
from the approved authority under the agreement referred to in
§.26(2}(c) of the Act.'

The Committee would be aware that a new States Grants (Schools
Assistance) Act has replaced the one referred to above, but there is no
reason to believe that the same advice would not apply. Consequently.
there has not been any change to recovery procedures as a result of the
Attorney General's Department's advice.

The Department believes that providing for BGAs to obtain reimbursement
of legal costs from program funds does facilitate efficiency. Rather
than encouraging litigation, it Qiscourages it because BGAs and their
schools know that litigation would decrease the funds available for
projects and they would wish to avoid this happening. Furthermore, BGAs
can only seek reimbursement of legal costs if the Minister has given his
prior approval for the legal action to proceed.

The Department does not believe it would be appropriate or desirable to
require all schools to provide security. Catholic schools represent a
lower risk because of their highly developed systemic structure. During
the past year those BGAs to whom the requirement does apply have
complained that it is proving costly, has unwanted side effects {eg
reduces schools®’ capacity to obtain further loans) and is, at times,
complicated (eg leasing arrangements and church property}. The problem
it is trying to guard against arises relatively infrequently {about four
schools close each year on average), is not large in magnitude (of the
grants given to the 12 schools that closed in the period 1985-87, only
$212 000 should have been recovered and could not - this represents only
0.14% of grant monies disbursed during this time) and could be handled by
administrative measures. The Department is therefore reviewing the
existing requirement for securities, with a view to achieving an
appropriate balasce between protection and risk by using administrative
checks.

Relationship of DEET to BGAs

The relationship between a BGA and the Commonwealth is defined by the
Act, by the Commonwealth's agreement with the BGA and, through the
agreement, by the Administrative Ar s and the Ci 1th
Programs for Schools Administrative Guidelines. The agreement sets the
principal obligations of both parties out in general terms, while the
Administrative Arrangements specify these obligations in detail and the
Administrative Guidelines, which cover all schools programs and are
designed for use by schools, present policy and financial information
that is susceptible to more freguent change as well as giving information
of help to schools wishing to apply for grants,
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4,

The Department oversights the performance of BGAs by scrutinising the
information submitted by BGAs in support of their grant recommendations,
the information submitted during each year on progress in the
administration of the grants and the information submitted following the
close of each program year that officially accounts for the expenditure
of Commonwealth funds. The Department's scrutiny involves checking the
information supplied by BGAs for internal consistency and for consistency
with related information already held by the Department and with State
office local knowledge.

The Department's information strategy is dependent on information
supplizd by BGAs. However, the accuracy of this information can be
monitored by the scrutiny referred to above and by the Commonwealth's
right to make spot checks of any information, including by visiting
schools and building sites. The timely provision of relevant information
is ensured by provisions in the Act and the agreement between the
Comonwealth and. each BGA for the withbholding of funds by the

1th and the repay of funds by BGAs, if information
requ.\rements are not met. BGAs also know that their recommendations for
grants will not be approved by the Minister until the Department has
scrutinised the information submitted in support of the recommendations
and can assure the Minister that they are consistent with the eligibility
and selection criteria specified by the Government in the Administrative
Arrangements.

The agreement and the Administrative Arrangements fully outline the
government's expectations of BGAs. In addition, in the current year the
Department has had exteasive discussions with BGAs about the practical
implementation of the Administrative Arrangements.

DEET's Information Needs

The Working Party on Client Information Collectiom made the following
observations and recommendations.

-  The Department should limit requests for data it already holas
through other collections.

- There are limitations to employing much of the information obtained
under other programs because client data is collected for disparate
purposes and is therefore often either insufficient for, or
incompatible with, capital grants purposes.

- Financial information collected for capital grants should in future
be stored on computer databases rather than files so it can. be
accessed more easily later,

~  Socio-economic and projected enrolment data collected for capital
grants do not duplicate that collected in other areas.

- School area and gender equity data are still needed,
- Naticnal Pool application forms will have to be revised to take

account of changed information requirements for financial and
socio-economic assessment.
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-~ BGAs decide what information they will collect from their schools,
though they are undoubtedly influenced in what they seek by the
Department's information requirements of them.

- If BGAs computerised their administrative systems, they could obtain
computer tapes of information already held by the Departmeat. (One
BGA already does this.)

-~ Information needs are explained to clients by
. explanatory notes on application forms,

. detailed administrative arrangements published for BGAs and
National Pool schools,

. Administrative Guidelines published annually for all schools and
the public in general,

. meetings with interest groups through such formal mechanisms as
the Consultative Group on Administration and the National
Consultations, and

. visits to, and meetings with, individual schools.
These findings are being acted upon by the Departmest.

The Working Party did not consult State governments about the
availability of information on non-goverament schools, because: some
State grants schemes are not needs based and therefore do not collect the
same type of information as we require; or where they are needs based,
they often rely on the Commonwealth's assessment of need (eg General
Recurrent Grant funding categories) and therefore do not collect the base
data. It is more common for the Commonwealth to provide information to
the States than for the States to provide information to the Commonwealth.

Schools have been consulted through their BGAs and through such fora as
the Consultative Group on Administration. Discussions are still in
progress with BGAs about revised information requirements.

The management information system being developed for the schools
programs area of the Department will provide an integrated system
incorporating information from all schools programs enabling performance
monitoring at both the operational and management levels., It will be
based on a relational data base system called 'ADABAS® which was
originally used by the Australian Bureau of Statistics.

Success Rates of Grant Applications

As indicated in paragraph 33 of the Department of Finance minute, the
Department has undertaken a study of the factors contributing to
variations in application success rates and in project subvention levels.

One of the major factors contributing is the differences between States,
and between different groups of schools within a State, in the extent and
condition of non-government school buildings. The proportion of schoois
with below standard facilities is much greater in some States than in
others.
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DEPARTMENT OF FINANCE MINUTE

1. This Minute has been prepared on the basis of a
response received from the Department of Finance.

2, In this Chapter, each of the Committee's
recommendations is reproduced in turn and is followed by
the response.

The Role of the Committee
Conclusion (paragraph 2.44 of Report 289)

The Committee concludes that the Public Accounts
Committee should not undertake routine annual
examination of final expenditure under the Advance to
the Minister for Finance while it is satisfied that
other Parliamentary committees, who also have a
responsibility in this area, are undertaking
appropriate scrutiny.

Response
3. The Department of Finance notes the Committee's
conclusion.

Improvements to the Procedure
Recommendation (paragraph 2.13 of Report 289)

The Committee recommends that a standard form be
used for all applications for urgent and unforeseen
expenditure from the Advance to the Minister for
Finance whether or not they will remain as a final
charge to the Advance.

Response

4, In April 1988, Departments were advised by Department
of Finance Estimates Memorandum 1988/8 that all
applications for recourse to the Advance were to be in a
form based on that included in Appendix 2 to Report 289.
A slightly modified version of the form was issued to
departments in September 1988 by Estimates Memorandum
1988729 to take into account the revised form of the
appropriation for the Advance. A copy of this form has
been supplied to the Committee.

Recommendation (paragraph 2.18 of Report 289)

The Committee recommends that the monthly statement
from the Department of Finance to the Parliament have
appended applications made on the standard forms for
funds from the Advance to the Minister for Finance so
that the Parliament can see clearly for what purposes
advances are applied.
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Response

5. In the light of the Committee's recommendation, the
Minister for Finance has agreed that copies of requests
which are approved as meeting the requirements of
sub-paragraph (b)(1) of the AMF appropriation (urgent and
unforeseen; or urgent and erroneously omitted from or
understated in the Appropriation Bill) should be made
available to the Committee Secretariat, Parliamentary
Library, the Senate Tables Office and the House of
Representatives Bills and Papers Office. 1In addition the
AMF Report which is tabled monthly will be footnoted to
inform Senators and Members that further details are held
at the above-mentioned locations, Further, the monthly
AMF Report will in future separately identify approvals
relating to errors and omissions from those relating to
expenditure which was unforeseen.

Recommendation (paragraph 2.32 of Report 289)

The Committee recommends that, to ensure conformity
with the 1law and effective scrutiny of all
expenditure, the gquidelines issued by the Department
of Finance be revised in respect of the terms
"urgent' and ‘unforeseen’.

Response

6. The guidelines for the use of the Advance have been
revised and cleared with the Attorney-General's Department
to ensure they comply with the terms of the AMF
appropriation. The revised guidelines were issued to
departments in September 1988 and a copy has been supplied
to the Committee.

Sl ant foT
M 8§ KEATING

SECRETARY
Department of Finance
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DEPARTMENT OF FINANCE MINUTE

1. This minute has been prepared by the Department of
Finance and incorporates responses received from the
Departments of Veterans' Affairs and Industrial Relations,
and the Public Service Commission.

2. In this Minute each of the Committee's
recommendations is reproduced in turn and is followed by
the response. In addition to the responses, the following
general comment is made.

General Comment by the Department of Veterans' Affairs

3. In general, the Department accepts the findings of
the Committee's report and acknowledges that the report
was timely in providing confirmatory evidence of areas of
deficiency in the management of the Repatriation hospitals
and in giving further impetus to the management
initiatives which had already been instituted to remedy
those deficiencies. These initiatives are outlined
further in the Department's response to the Committee's
recommendations.

4. As the Committee may be aware, concurrent with the
Committee's deliberations over the last, 18 months, there
has been a number of management initiatives introduced to
ensure the more efficient provision of health care
services at the Repatriation General Hospitals (RGHs).
These include:

. consultancies on average length of stay, inpatient
scheduling (as commented upon by the Committee) and
interim management information systems;

monthly reporting arrangements on hospital
utilisation and expenditure;

quarterly meetings between the Central Office of the
Department and the senior executives of the hcspitals
- to discuss developments in the medical and
management fields, relative performance in the
hospitals and operational issues;

progressive implementation of the recommendations of
the Efficiency Scrutiny on hospital management and
organisation structure;

allocation of $400,000 for an interim management
information system, designed to bring together a
range of financial, staffing, patient activity and
quality of care indicators into a comprehensive and
easily accessible format;

. further development of the computerised Patient Care
System; and

. achievement of matched State rates for nursing staff
and the impending match of State rates for medical
staff salaries subsequent to Mr Justice Maddern's
verbal decision in the anomalies conference on 11 May
1988.
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5. These initiatives have already led to a significantly
improved performance at the RGHs. Average length of stay
was reduced by 15% as compared to the 1986/87 average
(10.1 days to 8.6 days) and the number of patients in
1987/88 were 19% higher than in 1986/87 (631,134 to
73,004). The further management initiatives outlined in
the specific responses below, such as the more efficient
co-ordination of management review and control activities
and the further refinement of the hospital management
information system, should ensure continued improved
performance at the RGHs.,

6. As a result of the Committee‘'s findings the
Department will accelerate management improvements and
co-ordinate -them through a National Hospitals Management
Strategy. The range of management initiatives within that
Strategy will be broadened to deal with the Committee's
concerns in greater depth. New initiatives will include:

B the introduction of quality of care indicators within
the Interim Hospital Management Information System;

B undertaking to negotiate the inclusion within
Visiting Medical Officer's (VMO) contracts of
provisions to monitor and assess performance in
greater detail;

. undertaking to examine and report on the benefits and
costs of negotiating contracts with allied health
professionals {as the Australian Audit Office
initially raised concerns on this issue, it will be
consulted in the course of this examination);

a survey of managerial staff development needs among
senior executives of the Repatriation General
Hospitals (RGHs) and implementation of a staff
development strategy for these officers; and

restructuring of the Department's Central Office
Audit Committee to co-ordinate the assessment and
implementation of all internal and external
management review and control findings. The Audit
Committee will oversight the dissemination of
management review and control findings in one RGH
across the RGH network, to ensure National
implementation where appropriate.

7. The Department remains confident that through the
National Hospitals Management Strategy and the other
initiatives outlined in the response, that the
deficiencies highlighted in the Committee's Report will be
rectified in the near future.

Monitoring of Visiting Medical Officers
Recommendation 1 (paragraph 14 of Report 230)
The Committee recommends that:

The Department negotiate the inclusion of provisions
for monitoring and assessing services provided in all
future contracts for Visiting Medical Officers and
other health professionals contracted to provide
regular services for the Department, including
domiciliary nurses.

354



Response by the Department of Veterans' Affairs

8. The Department of Veterans®' Affairs (DVA) utilises
health professionals in two main areas:

health professionals. contracted to provide services
in Repatriation hospitals; and

. community-based health professionals who provide
services on a fee-for-service basis, usually not
under a contract.

9. The majority of health professionals working under
contract at the Repatriation General Hospitals are
Visiting Medical Officers (VMOs). With regard to the
Committee's comment that it “,.. was pleased to receive
the Department's report in March 1988 that new VMO
contracts had been successfully negotiated in all
States .......", (para 13 of Report) the Department has
been unable to locate, either in documents presented to
the Committee or in the transcript of evidence, any
statement by a Departmental officer indicating that
contracts had been successfully negotiated in all States.
The situation remains, as reported by Mr Somes of this
Department at the hearings of 25 November 1987 (p 476~478
of transcript of evidence) and 14 March 1988 (p 713-714 of
transcript of evidence): .
~ ,
- Western Australia is the only State where contracts
have been .successfully negotiated; negotiations are
continuing in all other States.

10. In light of the Committee's recommendation, the
Department will be seeking to have included within the VMO
contracts presently being negotiated, provisions for
monitoring and assessing services provided by VMOs. In
terms of the gquality of care provided by VMOs it is
believed that an adequate safeguard is contained in
clause 5(2)(d) of the draft contract which provides that
VMOs must agree to:

"participation in the clinical audit and quality
assurance programmes and utilisation reviews
conducted within the hospital®.

11, This will ensure that VMOs are subject, through peer
review, to the same monitoring and assessment of quality
of care provided as applies to staff specialists in the
RGHs, and to medical practitioners ‘in State public
hospitals.

12. With regard to the monitoring of attendance at
sessions and recall and on-call arrangements, under the
interim arrangements and the proposed contracts, VMOs are
paid for an agreed session, that is for a specified number
of hours as agreed for each session and a specific number
of sessions agreed for each week or month. It is each
hospital's responsibility to ensure that the number of
sessions for a VMO 1is in accord with the number of
patients expected over the period; a similar arrangement
applies in public hospitals in most States. To ensure
that this activity is effectively managed, the Department
is to assign the responsibility for scheduling and
monitoring sessions to the Director . of Medical
Administration or the equivalent in each hospital.
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13. The monitoring will include an ongoing review of
session lists and forward appointments against the
expected demand. The introduction of the Appointment
Scheduling module in the Patient Care System will greatly
assist these activities. The aspect of appropriateness of
care will be monitored through peer review mechanisms
including the monitoring of patient attendances and health
records., Similarly, VMOs can only participate in on-call
arrangements through an on-call roster system and are
recalled at the hospital’s discretion; the incidence of
recall will be monitored on an ongoing basis.

14. As the draft contracts at present do not include an
explicit statement that attendance and time spent with
patients will be monitored, the Department is presently
negotiating the inclusion of such a provision within the
contract. Agreement will be sought from VMOs to provide
such records of service as the hospital may require, to
enable payment to be made.

15. The Committee, in its recommendation, also commented
on the need for monitoring and assessment provisions in
contracts for community-based health professionals, in
particular domiciliary nurses. The Committee's reference
to domiciliary nursing is derived from the
Auditor-General's 1984/85 Report. Since 1985 the
Repatriation Commission has made a number of fundamental
decisions affecting the delivery of domiciliary nursing
'services and these are discussed further hereunder.

16. In 1986 the Repatriation Commission introduced the
following changes designed to improve controls over
expenditure as well as quality and standards of service:

. the reduction, from 1 September 1986, of the Local
Medical Officer’'s (LMO) authority to arrange
domiciliary nursing without prior Departmental
approval from 2 hours daily for up to 6 months, to 1
hour daily for up to 3 months;

. the re-emphasis to LMOs and nutrsing providers of the
Department's policy that only medically necessary
nursing services will be paid for, and that
alternative services available under other programs
are to be arranged where domestic or attendant
services are required; and

the trial of Departmental nursing assessment teams in
NSW and Victoria to assess all new and existing cases
where more ¢than 11 hours nursing per day has been
requested.

17. The Committee also recommended that contracts include
provisions for monitoring and assessing services provided
by domiciliary nurses.

18. In this regard the Department has entered into
contractual negotiations with some of the larger public
and private nursing agencies but unfortunately none has
resulted in formal documents being completed because of
differences relating to fee levels and, in one State, the
refusal of the State Government to allow the Repatriation
Commission to have access to its patient records.
Reliance is presently placed on individual referral
documents for monitoring individual services and very few
problems have arisen in practice.
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19. DVA has 760 agencies and/or nurses on xts domiciliary
nursing provider file and it is @ifficult to set up a
contract satisfactory to all parties., 1t should also be
noted that formal contracts are not held with any other
allied health professionals providing services in the
community. However, in view of the Committee's
recommendation, the Department is now examining this issue
and will report on the benefits and costs of attemptmg to
negotiate contracts with allied health professionals. As
the Australian Audit Office initially raised concerns on
this issue, it will be consulted in the course of this
examination.

20. In relation to domiciliary nursing, both quality and
service levels are reviewed by the Department using its
Domiciliary’ Nursing Assessment <Teams (DNATs); this
approach was first introduced in NSW in 1987. DNATS
assess all new and existing cases where more than 1 hour
of nursing per day has been requested and also,
periodically review some one hour or less cases.
Experienced nurses are able to discuss any problems with
providers to ensure that quality standards and objectives
are met.

21. The NSW Domiciliary Nursing Assessment Team began
operating in January 1987. Savings arising from
reductions’ in the number of service hours requested by
LMOs follcmng DNAT assessment will provide an annual
gross saving of over $300,000. The Victorian DNAT
commenced operating in January 1988 and results to date
indicate similar savings will be achieved there.

22. The Queensland Branch Office operated a 3 month
informal DNAT trial in 1987 resulting in annual savings of
over $200,000. Ongoing monitoring of servicing is being
undertaken by the Aged and Extended Care Department at
RGH, Greenslopes.

23. DNATs were not established in Western Australia,
South Australia or Tasmania as the Department relies
mainly on State funded services in these States. These
State services are both rationed and have assessment and
quality assurance programs. It should also be noted that
all referrals for allied health professional services
including domiciliary nursing are from registered medical
practitioners. 1Initial referrals are for relatively short
periods and 3any subsequent referrals require further
assessment of the patient's needs and the benefits being
derived from the service by the referring practiticner and
the Department.

24, With the introduction of an automated system for
payment of domiciliary nursing accounts from July 1988, a
greater level of monitoring of all services will now be
feasible. The Department is empowered under the Veterans'
Entitlements Act to obtain information from providers of
the services performed on its behalf, which it does
through its Treatment Services Control area.
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Wright Report on Inpatient Scheduling

25.

Recommendation 2 (paragraph 34 of Report 290)
The Committee recommends that:

In order to achieve cost-effective management the
Department should develop and institute information
systems which provide qualitative and quantitative
comparisons of performance on key indicators between
the Qifferent Repatriation General Hospitals. Where
possible, the Department should also develop and
institute similar qualitative and quantitative
comparisons between Repatriation Hospitals and State
public hospitals.

Response by the Department of Veterans' Affairs

Management information systems will be the major

component of the National Hospital Management Strategy by
which success in achieving a national hospital management
policy will be measured. (see also recommendations 5(i)
and 5(ii).)

26.

The components of the National Hospital Management

Strategy are:

(a)

(b)

h H

The Review of the Top 'Structure of the RGHs is

currently being finalised. The new managerial
structure will ensure that the senior executives of
the RGHs have recognised management training and
expertise as recommended by the Committee. As also
mentioned in response to recommendation 3(ii) (see
paragraph 34 below and Appendix 1) there will be a
survey of managerial staff development needs among
senior executives of the RGHs and a staff development
strategy implemented.

. s s n v
wwwwﬁ. 3 inf T hei RGH
performance.

(i) RGH managers already have available a range of
quantitative and qualitative information that
enables performance to be monitored
eg performance indicators included within the
Management Information Report (MIR) and quality
assurance reports, In terms of quantitative
information, as a priority task the Department
is moving to develop within the next few months
an automated interim hospital management
information system (HMIS) which will bring
together the various sources of management
information (the System Design Specification
for HMIS is at Appendix 2). Managers will then
have available a comprehensive consolidated
array of management information.

(ii) In the 1longer term, the Management Strategy
involves the full installation of the Patient
Care System (PCS) which will enable the
development of Diagnosis Related Groups or
other performance indicators based on clinical
groupings.

358



(c)

€d)

(e)

(iii) In terms of quality of care the National
Hospital Management Strategy has devolved
responsibility for the development of
appropriate quality assurance activities to the
RGH management (3 summary of quality assurance
activities undertaken at the RGHs is at
Appendix 3). It is intended that a range of
qualitative indicators will be incorporated
within HMIS, possible inclusions are measures
of nosocomial infection rates, complication
rates, hospital readmissions. This will
develop a much closer link in gquality assurance
matters between Central Office and the
individual hospitals.

Emmm—a—cgmwa&—“—wmmm - - +
management information to enable Central Offjce to withi -
Since September 1987 hospitals have been required to
provide a management information report (MIR) to
Central Office which summarises some key performance
indicators for the hospitals. The range of
performance indicators included in MIR enables broad
indicative comparisons; however, it does involve the
consolidation of a number of different data
collections in the RGH, some of which involve
time-consuming manual data collection. The
Department will be developing a more comprehensive
data set of hospital performance indicators ‘to be
collected at each hospital under HMIS. This will
enable more meaningful comparisons to be made within
the Repatriation hospital system.

nti

n for each

As advised to the Committee at its hearings, an
initial Business Plan was prepared by each RGH in the
first half of 1988, The plans outline the
operational strategy necessary to reach optimum
levels of hospital performance. They also provide
the strategic objectives against which all hospital
activities can be forecast and monitored and are an
adjunct to the Role Statements introduced in 1986.

fems m ceas whi
wmw—ﬂf—m—mw < ] withi widers
ital milien.

(i) As part of this process the Department of
Veterans' Affairs has been providing advice to
the National Committee on Health and Vital
Statistics and Working Parties on Minimum Data
Sets for hospital statistics (co-ordinated by
the Australian Institute of Health). It is
anticipated that these forums will be reporting
to the Australian Health Ministers' Conference
in July 1989. From these forums' it is hoped
that a minimum comparable set of hospital

statistics will be developed - the first time
such statistics will have been available in
Australia.
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(ii) In terms of quality of care the Department
. participates in programs of a National nature
which assess the quality of care provided
eg the Accreditation program operated by the
Australian Council of Hospital Standards. 1In
the longer term the development of Diagnosis
Related Groups (DRG) or other performance
indicators based on clinical groupings will
enable more meaningful comparisons. Movement
to a DRG-based recording system will require
significant changes to the management
information systems operating in the RGHs.
The preliminary steps are already being
undertaken - the RGH morbidity coding system
will be changed to ICD-9~CM in February 1989
and a review of accounting arrangements in

stand-alone Hospital departments,
eg laboratories, will be wundertaken during
1988/89, The Department‘'s commitment to

developing the Patient Care System (PCS) puts
it in an excellent position to participate in
any National case-mix grouping system that
may be developed.

Departmental Management Structure
Recommendation 3 (paragraph 37 of Report 290)
The Committee recommends that:

(i) In devolving authority and responsibility for
hospital administration €from Central and
Branch Offices to the respective RGH
managements, the RGH Chief Exzecutive Officers
and senior executive staff should have
recognised management training and expertise
commensurate with the increased
responsibilities and managerial skills
required; and

(i) where administrative devolution has taken
place to officers who are not suitably
qualified, such officers should be required
to upgrade their management gqualifications.

Response by the Department of Veterans® Affairs.

27. These matters have also been of concern to the
Department of Veterans' Affairs for some time. The Review
of Repatriation Hospitals (Brand Review) endorsed in June
1985, recommended that the classification levels of
hospital management in the RGHs should be brought into
line with the State public hospital systems.

28, This need was also identified in the Efficiency
Scrutiny Review of the RGH Organisational Structure which
was submitted to the Government in April 1587.

29. The Efficiency Scrutiny Review recommended that a
taskforce be commissioned to devise a more appropriate
senior management and immediate supporting structure for
the Repatriation hospitals. It was recommended that the
taskforce review such areas as:

. management autonomy for the RGHs;
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. the removal of the mandatdry medical gqualification
applying to the Chief Executive Officer position;

. the alignment of employment. conditions within
Repatriation hospitals with those applying in
relevant State hospital systems; and

. programs of management development with RGHs.

30. In Febryary 1988, a taskforce of senjor officers
from the Departments of Veterans' Affairs, Finance and
Industrial Relations was formed to undertake a review of
the Executive Management Structure in the RGHs (Tezms of
Reference of the Review are at Appendix 1).

31. The Review report is currently being finalised (see
paragraph 26{(a) above). The recommendations of this
review will address those matters raised by the Efficiency
Scrutiny Review and the majority of the managerial
structure issues raised in the Committee’s Report. It is
expected that the new management structure will make the
senior executive positions in the RGH more attractive to
those with  high 1level management qualifications and
expertise,

32. The Committee should note the decision handed down
by Mr Justice Maddern on 11 May 1988, to award parity of
salaries for Resident Medical Officers, Specialists anpd
Medical Administrators with their State counterparts. He
recommended that the management organisational structure
in the RGHs match State structures as far as possible.
Pending the outcome of the Top Organisational Structure of
the . RGHs, the Department has moved to implemenc

Mr Justice Maddern's decision for all Medical
Administrator pasitions, except for Medical
Superintendents (the nearest eguivalent to Chief Exacutive

ers within the RGH System). There 1is no direct
comparability for the Medical Superintendent posizions in
the State Health systems. To overcome this anomaly and as
an interim arrangement, the Department's strategy has been
to seek matching of the Deputy Medical Aadministrator
positions with their tate counterparts with a 2%
supplement in salary.

33, With regard to this recommendation, the Depariment
accepts that, in some cases, devolution of adminiszracive
responsibility has occurred without a formal manacerial
skills acquisition program, However, it is noted that 4
of the 5 Medical Superintendents in the RGH system (the
Medical Superintendent position at RGH Heidelberg is
preseatly wunfilled) are Feilows of either the Royal
College of Medical Administrators or the Royal Australian
College o©of Medical Administrators. These fellowships
require demonstrated knowledge of managerial concepcs and
completion of health administration courses. The other
Medical Superintendent has a Diploma in Professional
#Hanagement.

34. The Department has a strong commitment to staff
development and will initiate a survey of the management
development needs of the executive staff in RGHS. Once
these needs have been identified, a training package will
be offered to staff to ensure that they are able to
acquire the skills and expertise required by their
positions.
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Recommendation 4 (paragraph 43 of Report 290)
The Committee recommends that:

(i) Faults and deficiencies found by Audit in the
management of one RGH should be rectified in
all RGHs, where such faults and deficiencies
exist; and

(ii) there be a formal response in the Department
of Finance Minute to this report on the
Department's activities in all Repatriation
Hospitals to rectify possible management
deficiencies similar to those reported by the
Auditor-General since 1985 as existing in the
management of one or other RGH.

Response by the Department of Veterans' Affairs

35. Specifically, the Committee recommended that the
Department report on activities undertaken to rectify
management deficiencies reported by the Auditor-General
since 1985. The Department advises that there have been
94 findings or recommendations of the Auditor-General
since 1985. As a result of the Committee‘'s report, the
Department forwarded a2ll these findings or recommendations
to each RGH for full report and necessary action where
appropriate, All RGHs: have now responded and their
responses have been consolidated in a spreadsheet format.
The Department is maintaining a list of outstanding issues
identified in the spreadsheet and will continue to follow
up with RGHs until all issues are resolved. The
Auditor-General will be kept informed of progress and all
proposed new arrangements.

36. The Department of Veterans' Affairs accepts that
there has Dbeen insufficient co-ordination of its
management review and control activities. The following

steps have been taken to address this deficiency:

(i) The Department's Audit Committee is currently being
reviewed with the object of bringing together
responsibility for monitoring and responding to
management review, internal audit and external
review activities. The Audit Commitree will assess
all recommendations arising from external review
mechanisms, such as the Auditor-General, and
internal review mechanisms such as the Department's
internal audit and management review programs. All
National Program Directors will be required to
report on a regular basis to the Audit Committee on
implementation of various recommendations applying
to their program.

(ii) These changes have also been reflected in the

Department's proposals for restructuring and
streamlining its various program scrutiny activities.
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(iii) An ADP control information sSystem is also being

37.

developed. This data base will allow all external
and internal reviews to be monitored. Aspects
covered by this system will include all
recommendations made, action taken, action planned,
deadlines for completion, responsible parties etc,
The data base will provide the basic management
information through which the Audit Committee will
be able to monitor and co-ordinate management
improvements throughout the Department. It will
also enable the Audit Committee to monitor the
extent to which management improvements identified

in one RGH are being implemented across the RGH
network.

Recommendation § (paragraph 49 of Report 290)

The Committee recommends that:

The Department develop and implement an effective
national  hospital management policy aimea at
ensuring that all RGHs:

(i) provide similar high standards of health
care; and

{ii) are operated and managed as efficiently as
passible.

Response by the Department of Veterans' Affairs

The Department of Veterans' Affairs accepts this

recommendation. (See paragraphs 25 and 26 above).

Medical Bar for Chief Executive Officers of Repatriation
General Hospitals

38.

Recommendation 6 (paragraph 55 of Report 290)

The Committee recommends that:

(1) The Department and the Public Service
Commission review the required qualifications
of RGH CEOs as a matter of priority, with a
view to abolishing the present requirement
that medical qualifications be a prerequisite
to appointment as a CEO; and

(ii) the relevant section of the Personnel
Management Manual be amended to state that
persons appointed as RGH CEOs in future have
relevant health or hospital administration
qualifications, or a demonstrated high 1level
of health management expertise.

Response by the Department of Veterans' Affairs

See paragraphs 27 to 34 above.



Response by the Department of Industrial Relations

39. In regard to the Committee's recommendations 6 and
7, for changes to salary levels and qualifications for the
CEOs, DIR advises that this issue is currently under
consideration by a working  party comprising the
Departments of Veterans' Affairs, Finance and Industrial
Relations.

Response by the Public Service Commission

40, The Public Service Commission (PSC) would be willing
to investigate a proposal to vary the mandatory
gualifications as suggested by the Committee.

41, The notification which appears in the Conditions of
Entry and Advancement (P1) Gazette under
sub-section 33A(l) of the Public Service Act 1922 does not
cover positions of Chief Executive Officer. It would be
necessary to vary this notice to include this designation
after the above investigation is completed,

Chief Executive Officer Pay Scales
Recommendation 7 (paragraph 57 of Report 290)
The Committee recommends that:

The  Department consult with the Departments of
Pinance and Industrial Relations in order to review
the large pay differences between RGH CEOs and their
counterparts working in the various state health
systems.

Response by the Department of Veterans' Affairs

42. As advised previously (see paragraphs 30 to 34) a
taskforce of senior officers from the Departments of
Veterans' Affairs, Finance and 1Industrial Relations was
formed in February 1988, to undertake a review of the Top
Organisational Structure of RGHs (see Terms of Reference
of the Review at appenéix 1)}. The Review report is
currently being £inalised.

ok ave eal "

M S KEATING
SECRETARY

Department of Finance
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TERMS _OF REFERENCE

The present Repatriation General Hospital e:xecutive
munagement structure consists typically of a medical
superintendent, a deputy medical superintendenr, a hospital

secretary and a director of nursing. These
supported by several funciional senior exeaulives,
assistant medical superintendents, and in turn
departmental managers. The review team will:

()

positions are
trpicaliy

L

analyse and report on the sgecific respons
both the existing Regatriation General Hospital
executive, defined as that management struc re above
departmental manages laval, and the exescutive stoucture
and responsibilities evident within the prevailing
public hospital model within each State;

where a prevailing public hospital model is
indiscernible, the review will have regard zo the N
executive management structure and responsibilities in
public hospitals of similar size and compiexity to the
Reputriation Ceneral Hospital in that State:

recommend 4 revised e
Repatriation Gen

ecutjve manugemen:
ra! Hospital having

. the eventual intagration of the hos;i-al int
State hospital svstem:

. the overail ph
S¢rutiny recommendations.

e Govarament's acceptance o

dation t thera be
12 exesunive munagement stru
te huspitais:

»

Moy

. the possibilis; of that alignmenct o
through either the creation of new
classifications and designatinns,
expansion of existing class
designzrions or the adoption of a masan
practice approach, or any combinaticn

. the need to atiractk to the Repatriazion General
Hospital appropriustely qualified professional
health care managers;

. the removal of the present barrier to
non-medically qualified occupants of the chief
executive officer positions;

. the need for senior medical administrative

positions within the revised executive manuaiement
structures;
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v
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. the impact of the recommended changes on existing

structures, Bgﬁd§nithin the hospital and within

the Branch OEf‘gf administration; and

; 1 L
. recommend sui ie recruitment and selection
prncedureS‘IQQA illing positions in the:

recommended
structure.

J,5§Sed executive manugement

§ %
, & : }\

view team's recomme ?ations are to be accompanied by
timate;of the inc _ﬁed cost to be incurrved at each
;Fal in,the event o .
it ¢

2 . 3

flew circumstances perm the tean

Fecommend to che‘Dubd%tment of Veterans' Affuirs either

fic changes to th 3 {stinz supporting manigemen®

ftructures or nominnt® those areas within that

ture requiring urgeht! further address, so ds to ensure
i on of the review teams: principal

..

§ L

%, full regard will be. Had: to the
+Kffairs publication, Guidelines on
ltative Arrangemen :for Establishment Reviews, to the
b that,its content ce appropriate. o

el e et s
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1.1 BACKGROUND

g Regpavizlien Hesphzls have, over fe past lew yi

, €cme uncer increasing pressures io }u;:'iiy

their levels of ressurces. The HAR & JEAC have recently brsught the hosgitals under clese scruting

sement informaton has tecsme a
e geners

and the neeg for acsuraiz, relevant, well defined and imely me:
e

nar of scme urgency. Tne resent Wright Repon was cammissicned to exar
stzisgies the: are availatle o improve the levels of manzgement informaticn.

This document hes besn pracared 1o reflect the sgresments rezched Servesn HSP
anoucsme <i g meging he'din Carterra on iz Thand 818 June 1823, with defegai:
and KS? ¢

‘BoUIrEmENIS Ens i

2 rzpen cenk

2 RESUIRELIENTS DESIMITICN
2.1 PROELEN DEFINITION

marggement resening has srimariiy foeused on

j1oietis-1-hed

~ers on e m

o pratucad oy

invscucion ¢ program budg

levels ¢f guzu: wits he g

pit)

wegeinpaenl &t

. COST of the incivicual senvicss praviced By i
[

21z o 2sivity and res

ms sgresc trcughout e hespne:

2.1,1 RESOURCE MCNITORING

Rescersiziity for ressurce meniioring and esimasing is scread over a numoer of aress ™ e hosgitzis
and in scmae insizncss his soread extanes over Soth the Hespitei and teir Branen € inance is
reszonsicie for Acminisvaive exgenciure, Personnal for Saleres ard ASt waiie Manzgament

Paget
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& 3

arpaz maasmam

ant

incsrgisizncy in fepons prepared by the these 2
wehangs beween Uiese areas.

The resurce meniisring priofifies within te individua! esiablishmants is propedy the praserve of the
Exacutve. Tnis then recsgrises that development of the IHMIS may not be uniicr besw
hespitals, However all instinuticns recognise that there will be a prescriced

zn all

<rised minimum leve! of recering

&850

that will need o b2 addressed in the firs! sizge of IRMIS implementzton.

2.1.2 QUTPUT INDICATORS

There are no fumal sysiems in place frectn 2

bave weil £ WOIK MEITULRS OF &r2 using measures {suct
A A £ b

indicaiers that take into

v

prt e werkicad m
[ sizi and fine manezes) ans en efietive symam for repom
ceveicged,

2.1.3 TARGZTS AND BUDGETS

CAcvity zrges and ressurse bucgsis 2t

SES &

gzorsesn, Sfecive meniedng a
ves if zcuvity and rescurce usess

ry IEMIS musy the

2. ihesostol e ressurcs orany grous can Sesasy
the usage Dy that parnicdlan groun.
Wincutalom

MEarassie reell

FESTITNG O

@
w

e s i s
ng el thers must Se ltia ress

2.1.4 COST REPORTING

He sesaraie rapening of exce!
mence of excreesing the reletcl

incicz

iture and asivity is impanan: for bucs
0 belwean expenciture and actvity
Zon of he efficiency with which the hosgitai cuzutis being procuces. Tris ¢

simply Se exgressed by unit cost Using this incicater, the difiarent types of irg

&.3. lires of

Pagel
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(4]

i #lgundry) used \o preduca a given cultsma ara recuszt 0 a
est. This Sen aliows for e menitoring of complex relztonsiups (price,
veiumg, mix) by 2 single in

. be rezlly eficctve as a convrol mechanism, €osis nesd to be shown at a level of de'sil that will

idertily significant changes in the inputiculput relationship. (e.g. the average cost for each
val test).

Tre 2hility to menitar the cast of incividual services provided in the hosgital, however, sill dees not
provice sfecive gverall conirol of the hesgital's resources. An effective IHMIS must be szle ‘o moniter
the sticiency with which fese serdcss & used by clinicians in the Yeamment of paienss. To enchle
thi 2 musibe

seme way of recarding e services proviced to each padent and ths

icre
czlculeing the tot costsineunsd by that patent.

3m of pavent grousing whicn facl

peizatessis.

s the recening and inerpretzion of

cring mey net be vigZh

S Cevelspmeni o an

fipetihiels

gsasinminc.

2.1.5 PATIENT TRACKING AND PATIENT SERVICES

fod

gadents would require da werss,
o 2cs2ss o the Pauant Masier Ingex ang eould only ke

gly to be vezd in te shon
of ervicss pravic

2
Sizrcars eten stulc e be cact fcr

cocmpesisens witv nen-gecammenia hessigle.

2.1.6 PATIENT GROUFING

Classificzricn of Di (St Revis.onj cades. A
menag risrmetien at this level could
IDRQ'S) arz bases on ICD codas, butgreun s

2s:2. They &

Sre grovice a workeie melna
%0, and the ¢os

incurred by, incivicua! pa:

¢ el inadequate allowange for age and severlty 2
= ol for inerpresng pazent ez, it m
cspial is e 10 set their own performance parem

e:2rs imcosad by | funding bedies such as

2=z i i 2

D‘e::ar:r.en:s)‘

o3



Tre IC0-2 eoairg sy

tom miiml i wenmely
o We heesie! is curen

5. is nct suliztle for TRG grouging.
Suzcasshil imgier irical Meg n {ICO-¢-Cl) versicn of
1CO-2. Aith pragrams aveiatie ior canvening ICT2 10 1CD6.2Y, inzcours-
‘es and incansisiencies are inrsduced. To allew he hosgita rg uUp a bas2 of relizsle

cital o begin buil
nistorical ¢az, this change must be mace as scen as pessisie.

The nged for 100-8-CM cgcing is paramount to the Inssiuticns o enable detziled anaiysis of nosgital
ou'tut on a patent cassification basis. Such analysis will enzble hospitais o idenity iy
the hospital provides ard 1o plan for patient mix more effzcively,

2.2 SUMMARY OF PROBLEM DEFINITION

Lrramt : dapat =d -
. TTENITESIIUNG Sysiems OO nilacsegias

hespiie! and program menggement.

=25 of services

163t he nesds of e varicus e

i
o
n
a

nEltio suTul

. g 2 ndizd sy a numzer of
Armiimm tha Ceapmam Lmnm
arcund the hessita's end Siench Cllcss.
. repsning @
. .,

ang Sudgets ars st mainly 2t he while hessital

L Sewhele heesial level,

iaa pmps md e
5 Sheotsicithe he

routing end &

minglud way of menusnrg and gveluzin

ing supesss.

. Diflering reperin

~imm
STUNE o

Sods 2nd dme hamas ior stand

g
]
()

202 1

2.3 OBJECTIVES OF MANAGEMENT INFORMATION SYSTEM

To previde e basic
esizziisning an

ov tma

MEIon neszssery 0 as razers 0 mesl ne

crmation ang coenng SysiEm

. &cses

heszi

cvenng all as:

. mest g reuting

cmmacies agsas af 2l la:
sgpering neecs of

G
e hee asierCe
. nt ard acsurate inisrmaticn,
.

rescuree censumpiicn bucga's oo
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v a2 tase for e stalsicd, repening and estimaing neads of

risgated 0 selisly any ad-hee demands fer inform

Sen.
aczuraialy czlculz:s the costs of depariments and he services they provice, at a
leve! of dezzil thet wil allow proper monitering and.cantral of rescurce uszge.

+ dewziled cosing, provide the basis for accurate formulasen of resource

estimz:2 bics ard strergihen the hospital’s pesiticn when negstizting for allocation
of resaurees.

. form the besis fora
Aczsuniing, the hesg
. previce a ba:

ng coficy for the hesitels services. With the meve % Trus:

will need to charge for mary of its sarvices.
arzlys's of patient and clinical servicas e2sis by using 2n
sueh 22 DRC's and standard costs.

piznning By providing the necsszary hisicric dzi and

2.4 LIMITATIONS . g
The hessitzls heve i€
develcomenitie com

lis:z€ selew.

of envirsnmer

S8y U

. varsosieves © 'y are witiewt
gSurezin

nzgement inicrmalen. Scme hossitzis nave

cells wriie cthers €2 net have Ne seme

ammonaflzd foam e
cenvelled fom e

levels end plenned develtm

, anglysis and rezoring sysizms.

£ tn, s
Singsaiz: Loeralens G

censicerelly.

£ of computer skills amongs: the sizil of e varicus sites.

376



3 CUBRENT SQURCES OF DATA

1.1 RESOURCES

Al praser), the ressurca infgrmaticn is malntaiced on a diverse vardely of manual and computerised
systems. Tnere are significant diferences betwesn the Instiutions in the types and levs! of detail of
daia callected. Tnese diflerences 2lsd extend 1o the ways in which this daiz is maintines a0 repanied
ugen,

In general the scurcas of computeriss

o
m
in
a
=
a
@©
o
15
Y
@
®

;22 0 users) is avalztie from e Sioras

ol o
LI et +1

a2 gvailztle e
a

o i o . e
i3 COWNCEC SXTRl SIoviCes o

¢-1

N & merily basls, KSP have uncsnzac

12 on & doutle say (25 Day ) Se
exzercineg land b

2T 1S e develss

curs, will te avaiies:
Cueznsizap

iceniie

s e Heszhis.
ieped, (ogener with such sysizms as e Fharmasy end P
Suress of 02120 Te usen n generel hestiia repeiing.

s soToies |

a'ss exisnd o the ways ¢ regngs e,

Tre one cammen ssurce of ou'e

08ECseS DAL D) as te autherd

Hateivi

e
iasive soures of ez

Al hgesiz!

nSESIZ,

will 22 relying on deiz cownloads from PCS 10 enacle the usizse o
The present sysiem of manual enwy Fem prinsed PCS repers is b Sme consu:
ranscrigiicn errsrs.

OV

Paiient actiity a2, by ward, unit, sgeciality and specialiss are procuced By e curreni A 4 D system.
Trese ace:-

wITENy
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o lenghof siay for e2ch seperated patient.
o wadtransfers,
LR X

As previcusly menfoned there Is tnuch valuable daia callested manually or on PC based agglicadons

arsund the hesgitzis. There will be an ongoing' need o examine these systems to. ensure Hie
campatibiiity of dziz collectad with the actval needs of management.

To provice a esmprekensive information system, it will therefore be necessary o tie togeter this
Sy Ue tog

diverse range of resource and. activity data from numerous wicespread physical locations and design
rezaring mechanisms thar

will 2licw manzgers at all fevels 1o use this information to best effect.
4 SYSTEM QUTPUT
4.1 QUTPUT REQUIREMENTS

Soitesys 2

Acminisvetive and Salzries excenciture, against budges..
, ASL acains: budgets.

vy incicatars, agginst gets. R
. Tozt costs idires: lgbour, cirest material, overheads).

sle hesoiiz! oroduet.

rg leviis:

Wiz hosgie!,

. Secioral 5. Werss, Palclezy, Demesic Senvices.

Orgerisaticnal e.g. Nursing, Medieal.

. AcZity Group ICast Centrs) .5, incivicual warcs, Micrebiclogy.

4.2 INPUT REQUIREMENTS

Tre input resuired 10, procuce he desired susut can be breadly grovped as:-
' " » -

o Acwal Outcomes.
The major daia sets relate to

Page?
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:on 25 Ceousied Sed Days, Mesis presared, Panslegy tesis, Cosasicns of
serdce, ASL 10.DACB ratio, Cast per service, Langth of Stay.

+ Sziaryanc Wagss costs, at payes level,

Acminisiadve cos's, at Budget ltem (PLF) level.

. Cepital expenditure.

. ASL cansumgticn.

. Cash expenditures

. aient Daia - the abilly to direcly download information from PCS will sigrificandy
improve Sie imetiness and completeness of pericrmance da:z. In spesific terms e
types of cz2i3 required on a weekly basis is -

Farindivicual wards by day

Le.--nl-

g H

‘e the compiiaton of recens on pat

2 the pregarzicn of pencrmance |

There must be srovision, 20 a later date, 10 incorperate qualtitzive perizrmance m

S

infarmason sysem.

These caa seis eratie e computaton of a variety of Periormance Incicziars for the Roszhat and
Actvity Crouzs o e caicyizisd.

The mather:

be maintaines.
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§SAMPLE RESORTS AND RESORT FORMATS
5.1 CENTRAL OFFICE REPORTS

L 16£7/€8 a system of management
the MIRE regert. Tne repsring mechan
and ransierred o HSP on a lopoy disk.

All Sizz recrazsnizives & the June meeting agreed the! the data content and lorma: of the MIRE -
regen weuld form e Bas’s of the commen reponing requi t5. Tna MIRE is then 1o Be taken a3 the
aossivie minimum reguirement for standardication Setwean Stzizs,

rezaring wes esiztlished Setwesn the hosgitzis and HEP:

m IS By a Lous sprezd-sheer, prepared ona eost period basis

1

A sampie of (nis rezortis enzehed. [ anzchment A

5.2 LOCAL REPORTS

schmeni A

G eI

reseneg

tmsmnas fap
ot hrt-iivh

w/ csnve repens there is nesd
.. Trie form of thess regens an

amz afa bon
lnesms sithe e
pasers ane res

€

Fmvem e s
Retlaeite oit ]

o
Q@

is the
sEys mmn mccmmlas amtha ans ames
‘BXIENT $TEITICS Oh Wig She pags.

Te mix SiEs

Paged
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6DATA SIZING

i of mass $i80e5e nesds has been made on the basis of izt

% and immedizsly

Far esimaing purposes Heidelberg hosoita) has been usad as the base site 0 caiculate daiz sicrage.

[ DIFEST DATA SOURCE]  FORTMIGATLY DATALOAD | ANNUALISED DATALGAD |

SMS 3000 Fezards Sy 160 Chr 1482040
PAPAS 10C0 Records By 100 Chr 253
PSS WARD STATE 30 Rezarcs 3y 14 By 100 Chr

PCS DISCHARGE
Si$ 3UD
8.8 COsTil
VIS CCST

630 Recerds By 180 Chr
100 Recerss 2y 129 Chr
£ 22005 2y 120 Chr

| FSRTNIGHTLY DATALGAD

)
{3

2z S
i S
G 28
AT s S
NVTARGETS 40 S
ACTVITY SUTGETS 283 RELCRIS

¢z ergets Daz

it o

cizied with the IBMIS 2z idenified as Sicres Usars, AFF)
ors, VMO epecizites enc PAPAS resier group coces. Tnes

TCeNt enlcez FCs.

Rtis selimaiad that e overness for Sysier

citware will be inthe viginity of SNz,

$§

s . Pge0
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Tre sisrage requirements for incexes and lormat repors is estimated o incraase he dz:a load 2 foid
" -altough itis realisad that this will include temporary fes: In addition there wil e an overhead invelved
wilv agglicaton programs, Lotus Sles and wordprocessing. These aspacts currantly acssunt for sorme
“eME. an local PCs.. :

In summary the datatase sizing is seen to be around 20Mb pa. for callecied da'z, indexes ard rezon
formats with an additional 11Mb for data tables and system software.

Tne currant proposal is to retzin dzia for 24 months on fine with the previcus 12 menths being in a
summery form exvract

Al 26 menths 2t full impiementation itis eslimated that data storage will be in the viciniyy of SOMb. for
current yezr plus 20MB. for previous year. Tnis excludes sysizm overneads anc ad hoe regens,

Treselors at the and of yezr 2 the siarage reguirament is seento ‘0l some S3CME. with a net grawdh
raz 9t 20Mb. p.a.

Pagett
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nEe-

.1 PERSONAL CONMPUTER BASED SYSTEMS

&< system, such 2s tha; regommenced in the Wright Renan could not reslistically be
] a tully Intagrated Mini or Main-frame computer bassd sysien. Itis befieved hata

it h-mnacns, will still prowde a s.gmrcent ﬁrs. step in impraving bz level of

evelopment ima comgared

¢omCarel

tem weule depend on the develcpment of 2 cenvalised data base which weuld sizrz of have
33 10 2l of the daiz required for budger, acivity and cast repsring. The maiar prociem o b
i %3, and ccilecien of, rescurce and activity dzia frem the varicus key 2

23 aumber of elternatives 10 be consicared:-
1. keydazino e HIMS PC from mancal

2. bensier from culying computers using fepsy

3 S 2 newerk of petsenal eompuisre, using 2 larze czpasly e seriet 3 etz
H

& deveice @ muliuser sysiem, acein based on g lerge czpasiy PC and ueng cutving
c::;'.:::'s a3 emingls.

val, large sazecity PC lirke< %0 SIS, PCS &ne NCC.

ciens 1.ang 2 could be used, however,in s

3 10 €22, moves must be mase iowars c_::c.'.s Jandrd

lex datz ficzdicns. This ype ~:=- i weuiz
L] \Aa:'.a:e ..e'... .,-a'.unbees s Sl {Stunes Qo

cnal sysism, which pro

iy t0 glow for age

oo aclsat

. grazisr flex e develcoment of compiex apgiicad
BIOCTEm cTte with resultent isbour savings
. ¢ & sacurity fach inciucing multiieve! passw

velicaden, and auch vails.

a “rolfback” faclity that guards against dewztase csrrupten in the event of power of
ha:cware failure.

P2
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7.2.2Other Scitwers Reguired

il 82 2 nesd ' prapere repons and brigfing pecers which utilise daiz contzined in the IKMIS
2228, The preserzion of estimates and other medelling asglicatons will also need to be
22,

i thags oo

iih these gzglications in mind the additional sofiware reguirements weuld be:-
. Sgreadshee: (Lotus 123)
. Werd Processing (Lotws Marusctipt or DWe)
. Sizisical Anclysis Packege

+ Greghics Paskacs

szivwere Cepancing on sysiem configur

7.31CRU

As mgnienst ore

any PC tased sysiem will reg

&t leastong cenvel P
G SENES guifeRrin g

An efzcive IHNMIS welld glsc rely on the locatior of serscna!

ferinn poe arranr
seidesier anc suey age

izns.

hag Seen provicza in section 8.

The SEs is for the Heldelserg hesgin! and it weuld De apcrepriats 0 adivst other
hossual resuirements in ecesrdanca with thelr reiztve Sed sizss.
7.3.3PESIPEERALS
Tre TFUs will requirz *he iollgwing minimem perigheralss
. PRINTER ly Lasar because cf e l2rge voluma ¢of outut and nesd lor
rachics,
. MCNITOR (enc grashics card) - high ressivion csicur ¢ of e
frecueniuse of grachics and e reguirement Demilaz a
. LINKS « 10 NCC and PCS will recuire a 3276/ adagter.
. TAPZ BACKUP - large cacaclly sireaming t2e backup units are required 1o pratest
the essential data ha: will be storad on these machines.
s Page1d
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. DISKETTE DRIVES - to faciiita:e he excrange of daa besween exising PCs, boh
§.25 (1.2 M5j.and 3.5 (1.4 ME) inch discene diives ‘will be cequired,

.4 OTHER PHYSICAL REQUIREMENTS

Tne hosgitels agreed that accommacdation, erganomic furniture etc. wil be pravided rom their own

tesources.
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8 TRAINING
6.1 HOSPITAL AND HSP STAFF

wgining will te required for 21l sitss in the vsa of the DEMS saitware. Specifically:-

IEMIS will be implemenied by an all stzies 7 member team. They will reguire

camprehensive trzining in he development aszects of the chosen DEMS,
Agart from the develcgment team, it is esszniial that other user sta¥

welf at esch sitz
recsive Yraining, 2t a lower level, in the uss of the CEMS, It is 2iss recagris

ed hat
scme sites may ness other Yaining (e.5. DCS, Latus] to increzss he avaiiznie leve!
of genaral computer skil

ingry asseesmentof genaral vaining shows that 2 ¢

that e
uiry weining (with an adciicna! 2 for thesa with: A

8.2 CONSULTANT SUPPORT

It erviszges et

mey 250 sa ¢

Trie hesoites prafer 1o adog: 2 svaizey of in-houss Szvel

a sysiem deveizgsd tetally By ou

]
pxe

T

Clvese daiz Ssourdes anc regsnmng res viguzl hessita! res mIgs

winn lecal knowlssse of thel oy nca the leve! of caflpuiar sidlls and
wrowiecss for s

core” gaiz2 b

g *he BMIS in ezch hesgitzl, s planned 1o develers
With @ commen siusirg and organisation as an immedizie ilewus

. ITiS BIOICEIN &vi iz ¢

Pagets
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8 DEVELOFLIENT AND IMPLEMENTATICN OF AN INFORMATION AND COSTING
SYSTEM

T-2#e a numter of imperiant consiceraions that must be kept in mind during the design of a
. .ggement Injcrmation Systam:-

+ o minimise dzua input purely for information pursoses, the system should use, as
much 2s possile, data generated by exisiing camputer systems.

. it must allow for phased development and implementation.

. the system should te flexible enough ‘o allow for futura changes in the informaticn
tecuiraments of the hesgital,

9.1 DOCUMENTATION

e of ong or w
tg ien Greug, the sngsing
se-dy. Froger documentzion provi srani benel
cr-suting” decumentaton duning these stages wil only be counier:
{emens of his documentiadon are:-

. F\ef'.'.::ne'"s Defnition, R 4

2.2 IMPLEMENTATION PLAN
This plzn enc

=~

225 oniy e more immediate chiecives %zt are pessTle o ataincna FO
otiecives such 2s ORC rezcring and yni
scoge of this giscuesion, aithough the datz interizces ¢

2l in the dav

s for the sy

f @ sysiem such as this, to complet2 e invi
e Deicre i@ design and imglemenizion
g nees for cesing information an altarmzive ass
rary analysis (APPENDIX A}, tha: the sysiem can Se

in... g c‘:s:'nc:uni:s. Tnes= are

1. Alcszicnolesss
Celiezsan of Actvizy daa
Calculzsion of Unit Cos's
DRG grouping

>

Hag [T
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5. PaientCosing
Cfthese, 3 and 4 must be Seveloped on PCS,

Yo brirg forward the date when useful managerment information will be available, development of the
first 3 units can proceed separately, once the data interfaces between the units have been identified.

lssues concerned with the development of the Cast Allocaion Madule only will be discussad at this
siage.

Pager?.
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STEN: FEALOAC AEICRT Cast purisd - i

*ered 3y reparts [ETTR LRERA. TN [ B
&ty Sased on Cast geriod or B i Dased aa Moath,
ading Salawy in calusn 3 as dndizated

File REAGEE weiore e ratural

ACTUAL €0833 ezt .
PRI p it PEALD) m ft 5D FY

)
3 FIN Y4

[

28I ML SEMTS A2eM, AT 47,349,83 an0en3%0 s ma
0.7 0TS 208,250 3,70,00 3,876,800 3,878,300 3,743,300
404,210 471,08 0 50,2 §,055,000 8,457,000 8,250,500
10,377 ULl 2,318 FrORS] @700 4r,000

64,387 ¢ LA T e

P> TUR BB

3,302,348 745,02 $3,202,380 70,285,184
3833 $1 sy $53¢
$3,35 85,350 185,102 3,53

1At

155450
L1334
1.

62 L
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LTI ] B
SARLEE 400+
a B
3 . }
[EUHI i
Services H

'

FLL-LINE

e siafi costy
]

Fuel 1igat « gemer
raval & sutsistence

ACTUAL 5a53

PE2L00

343,29
1,300,250
[p B 1Y)
b1 v}
i
108,19
324,202

100,348

§43,089

"%

34,088
18,34
137,508
319,008
228708

«®,

m

AR
12,428,492
[RITTH
§00,8%
PRI
1,004,70¢
33,150,444

1,002,508
17,207,2
1,24,7%

145,00
FTR ]

e, 2

3,537,988
[Fn
47
W,
iz,

1207

o
et m 124
340,483 3,548,973 4,102,348
1,380,008 12,800,000 17,374,214
23,00 402,00 §,209,98
5,021 [RIB 7,253,840
42,210 4,44,0 5,%8,748

2,047,103,
$2,072,820 3¢, 8,08 588,807

1,504,534
M N

BT 140,75
oo §709,%4 8,019,046
000U T8 9,160,300

o180 3,354,000 3,380,360
2,38 33,300 425,300

462,300

43,300
2,500
137,460

G

50,208

148,20

rele

M

105,300 1,142,300 1,270,000
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= [ N S R LI =1 R TR SN N

REPATRIATICN GENERAL HCSFITALHECELSZRG :
FCRTNIGHT 23 ENCED 19 May 1983
PERIGO 3.0 J
INCICATCR i i
Actual  Target Var. () Actual Target  Var. (| Tarset

AZMISZICNS TCTAL

ket " sew u 16218 u AEverd
329 % F €352 F 7407
ass u 237 u 1188
82 v 1823 u 1822
25 u €23 U [
6520 F 25184 u
£22 12823 U
6243 F 122175 u
a7 F a7 v
453 .
€321 £3:3 u
22 2e7 =
€321 €513 u
. 453 415 U
CCIURANCY ’ } £
s2.5% F
917% F
1can U F
152 U u
1180 §85 2%.% U U ggazs
93 €5 Y] v
e3 € U v &
£70 673 C.2%
ac7 635 25.3% U
NA NA
A NA
28 NANA
NA  satre A NA
NA $32:3.57 NA NA

{a) CT2iargsts are basaed on Mares srejections.
Targats 3re based on Parscnnel ASL prejecion of 302788, (as 2t Pay 2¢)
Fernighzly tarcels ars calcuiated frem the full year aliceation, on & pro-rata Sasis, afier alowing for e 2aym
arears ($419.253) in lorngrts 6 & 7,
{¢) VU aUnizvourable, F « Favourabla
Scuemys stdxg - A & D sysiam, Pasiant Services Statisiics Cleri ST3, FLS, Theave Secratary

st VMC

Mlansgunam: lafomiion Croup RGHH

01 una 1988
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GRAPH 4

AVERAGE LENGTH OF STAY - RGKH *\

© By Mecic) Sategzry - BN and YO0 (0 FN 22)

Avoragu §ungth of Stay {Days)

AN

SURGICAL SPSLLUNITS RSRA3

Mez.za Satgary
|\ N Fomugnt

Ezzs Yewslue

PSYSH TCTALSNIGHT

Tais z72oh shows the szrus! averags lengeh of sizv for it pavients digcharged in e surrens formight ang
figuras a2 comsiied Som the A & D sysiem Dally Distnarge Summary, A mers detafiec anaysis is
Uliisadisn Anaivsis.
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OPERATING THEATRES UTILISATION - RGHH
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. i WL ey
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nr OPERATIVE STAFFING H ABOVE LINE SALARIES H OVERTLE
PE2100 . E (s) 3 (s)
''''''' L] 1
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HTACT:

Richard Clark, Proj. off. (Resource Managesent) BGH (E1t.1708)
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ASL [

AL S ACTUSL  2R0SECTRD
ALLiC E: Expeyg !

W, 182,00 28,50 20,110
0 81,9 73,35 .60
83,34 124,23

¥

22,080

o e

070,45 582,970 U500 0.5
.48 48 %000 205,300 859,155 MLt
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e
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ellazarad to ares for year
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(It is “aoniistie® oaly 1o the estant of availeble funde)

T oasl: 4% used Qn currant pariod as per Line Minazer Reports

A2 ESUIV(adent): Resainder of Above Line Salary AllcCation. ezpressed as an AL ectimate,
based oh avarage cost per A% froa PAY 1S onwerds,

AIL S8 BLOC: Atove Line Salary allocuted (includes mormal salary and higher daties
- bet escludes coarting, panalties, leave loading etz)

ACTUAL ExFSHRtitureds Tetal abuve Lise salary espenditure so far this year
PESIECIEY EXFEND 1: Cxpenditure to date plus saintenasce of YTO Average A€y for cemvieder of year.
PLOSOETED SoPEND 2: E‘m«.udi:m te date plue mintenance of Current Period ASL for resainder of yaar.

CUERZaT LYPEHD: above Line Saliry espenditure in gurrent period 405
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QUALITY ASSURANCE ACTIVITIRS
- ‘ RGH CONCORD
1. CLINICAL REVIEW

1.1 ¢clinical Review Meetings

Physiotherapy Departaent
Medical Records

Nursing Division
Pharmacy Department
Speech Patheology
Occupational Therapy
Social Work Department

1.2 HNursing Services - conduct sudits regularly on:-

. patient care
. documentation
. environment

Q.A. Committee examines audit results and also the
occurrence of ward/unit incidents, ie.

medication errors '
patient falls and injuries
decubitus ulcer incidence

infection rates

1.3 Organ Imaging Department

. Peer review

1.4 Physicians' Association - Medical Review
Sub-Conmittee

. Protocols/Guidelines
. Clinical Points

. Audits

. Admin.

. Continuing Education

Unit. Reviews

Geriatric Medicine

Thoracic Medicine

Endocrinology

Blood Transfusion Surgery

Low Back Pain Study

Pharsscy Department Review of Diuretics

1.5 sychiat epartment

Peer Reviaw Meetings
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1.6 Surgical Wound fections ~ Infection Control
. MRSA
« ADP Surgical Wound Survey

1.7 Division of Surgery

Peer Review Meetings

Diagnosis Problems

Management Problems

Surgical patients with sedical problems
Surgical techniques and complicsations

Case Review

Tissue Review

Infection Control

Utilisation Review

Blood Utilisation Review
Pharmacy/Drug/Therapeutic Review
Death Review

Medical Records Review

Incident Reports

Continuing Education

Special Topic Survey.

Patient Satisfaction Survey !
Nursing Care Review

Physiotherapy Care Review
Occupational Therapy Care Review
Social Work Review

Speech Pathology Care Review
Nutrition Review

Clinical Psychology Review



19.

Other Special Projects '

a.
b.
c.
ds

PR IOy Y )

QUALITY ASSURANCR ACTIVITIXS

RGH EEIDELBRRG

Medical/Clinical Review
Case Review

Tissue Review

Infection Control
Utilisation Review
Pharmacy/Drug/Therapeutic Review
Death Review

Autopsy Review

Medical Records Review
Incident Reports
Continuing Education

. Special Topic Survey

Patient Satisfaction Survey
Nursing Care Review
Physiotherapy Care Review
Occupational Therapy Care Review
Social Work Review

Speech Pathology Care Review
Nutrition Review.

Anaesthetic Department Audit

File Census

Medical Record Committee File Audits

“Number of records unavailable for outpatients
sppointment

Identification Survey

Quality Assurance Project

The effects of CPM after total knee arthroplasty
Criteria Audits

Nursing Care Audits

Performance Appraisal

1.C.U. Bedside Testing

Hospital Blood Glucose Monitoring
Therapeutic Drug Monitoring Committee

Clinieal Audits

See attached proforma
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CLINICAL .AUDITS
1 N-COING QUALITY ASS ROGRAM

IVISION OF MEDICIN
Case Reviews
Departmental Audits
Medical Record Audit - concurrent audit
of sample of IP histories
DIVISION OF SURGERY
Deaths and Complications Review
Tissue Audit
. Autopsy izevi;u .

Anaesthetic Record Audits
-

Infection Audit - surgical wound survey
- urinary infection survey

IVISION OF LABORATOR RVI

Royal College of Pathologists of Australssia QA Progran
- all Departments

College of American Pathologists QA Program
- Haematology

Wellcome Quality Control Program
- Biochemistry

VISION OF T4 ON_$C [0}

Case reviews

PHARMACY AUDITS
Therapeutic Drug Monitoring
Antibiotic Usage
1V Drug Usage

Parenteral Nutrition Progrem

415



MEDICAL RPCORD DEPT AUDITS
File audits
File census

Records unavailsble for admission, OFD, Emergency
Department.

NURSING DRPARTMENT

Nursing Care audits

2 SPECIFIC PROJECTS

Es ver Dast [ —

~

Occasionsl oriteris audits

Paramedical dept ;Uditl on lpeeific‘topicl-
ICV bedside testing

Hospital blood glucose monitoring
Orthopaedic Dept 1987 Audit

Quality Assurance/MMA one day workshop
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10.
11.
124

13.

19.
20

Note:

QUALITY ASSURANCE ACTIVITIES

RGH_GREENSLOPES

Clinical Review or Patient Cere Review
Blood Utilisation Review

Special. Topic Surveys

Patient Satisfaction Surveys

Case Review

Infection Cantrol

Utilisation Review
Pharnacy/Drug/Therapeutic Review

Mcdical Records Review

Incident Reports

Continuing Education

-Nursing Care Review

Physiotherapy Case Review

Occupational Therapy Care Review

Social Work Review

Speech Pathology Care Review

Nutrition Review

Adverse Patient Occurrence

Peer Review

Paych. Registrar Training
Deaths and Coaplications, Tissue and Autopsy Review
lapsed for the durstion of the VMOs dispute. However,

the functions of these review committees are

enconpassed within the Surgical Grand Rounds aand Peer
Review.



QUALXTY ASSURANCE ACTIVITIRS
RGE DAW PARK

Medical Audit and Case Review
Patient Care Committee
Surgical Audit and Case Review
Drug and Therapeutic Review
Madical Records Audits

Patient Care Review

Incident Reports

Patient Satisfaction Review
Nursing Care Review
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QUALITY ASSURANCE ACTIVITIES
RGH_HOLLYWGOD

1. Patient Care Review

2. Branch Drug Committee

3. Surgical Audit

3. Infection Control

5. Medical Records

6. Safety Committee

7. Mortality Review

8. Physiotherapy Care Review

9. Speech. Therapy Care Review
.10, Utilisation R;vien -

11. Profile Analysis

12. Tracer Analy;is

13. 'Special Topic Survey

14. Pathology - per Royal College of Pathologists and Australian
Association of Clinical Biochemists

15. Discharge Sunmary Review

16, Peer Review - Clinical Spbcislists/VMOs
17. Medical File Audit

18. Surgical File Audit

19. Computerised Audit Systems - Surgical, Castroenterological
: and Urological

20. Pharmacy Audit - Antibiotics

21. Occupationsl Therapy Review

22. Allied Health Professionals - interdisciplinary

23, Social Work - audit of Nursing Home/Hostel disposal
24. Theatre Audit group

25, Patient Injury Analysis

26. Nursing Record Audit



QUALITY ASSBIANCIVACTIVITIIS
RGH HOBARY

Patient Care Review
Discharge Summary Review
T.I1.A. Audit
Criteria for Management of Renal Failure
Operating Theatre Utilisation
Utilisation Review Outpatients
Infection Control
Chronic Obstructive Airways Disease (COAD)
Antibiotic Utilisation Review
10. Blood Utilisation Review
ll. Post-operative Pain Review
12. Nursing Care Review
13. Incident Report Review
14. Patient Questionnaire
15. staff Appraisal
16, Indwelling Catheter Survey
17. Patient Dependency
18. Orientation tb Hospital
19, Medication Sheet Audit
20. Medication Storage Survey
2]. Patient Discharge Audit
22. Patient Observation and Observation of Patient
Environment Study
23. Total Hip Replacement Care Review
24. Medical Records Review
25. Special Topic Survey
26. Social Work Review
27. Speech Pathology Care Review
28. Adverse Patient Occurrence Review
29. Food Serviceés Review
30. Domestic Services Review

WO NN DWN -~

NOTE: Items 29 and 30 will look at the patient
expectations/or experiences of the Food Services
Section and the services provided by the Domestic
Services Department eg. portage, cleaning,
security.
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CLINICAL/UTILISATION REVIEW ACTIVITIES.

The following is & 1list of current clinical review ané
utilisation =review activities being undertaken in this hospital.
These overlap with continuing education activities.

2. Bringing this to your notice may persuade you to become
involved in those that are of interes: to you.

3. Dr Rosalie Parton can be app’oac‘:ed for further informetion
{Extn, 318) and copies of audits and reviews w:.ll in due course be
available from her. - - - e -

{Dr Murray Drew)
QUALITY ASSURANCT CO-ORDINATOR

23 February 1988
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HOSPITAL BASED ACTIVITIES

QUALITY ASSURANCE PROJECTS

1.1 Quality Control Check Sheets for all Departments
being devised and will be reviewed quarterly by
Quality Assurance Committee.

2.3 Adverse Patient Occurrences - A three month trial
reporting these to the Assistant Medical Superintend
by RMO at time of patient discharge. Set
being used. Those requiring further investigat
being reported to the Quality Assurance Committee.

. CLINICAL MEETINGS

2.1 Hospital Clinical Meeting - Medical, paramedical sta
Held every Tuesday 12.30pm - 2,00pm in Lecture Thea
on 1st Flocr of Multi-Storey &
provided,

2.2 (Case Presentations - Hospital medical staff and VMO
Held approx.mately every third weekx from 12.30pm

2.00pm in Reception Room, 1st Floor, Multi-Storey

Building - Light luncheon provided.

are
the

of
ent

criteria

ion

££.
tre

ing - Luncheon

2.3 Discharge Summary Reviews - As in 2.1 above. These

meetings are minuted and copies circulated.

2.4 Organ Imaginc Reviews - Resident Medical Officers
visiting Med:ical Officecs, These are held at 12
noon every Thursday in the X-Ray Department by

Bloomfield who reviews curent problem and interesting

x-rays.
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CRITERIA AUDITS - Hospital Medical Staff and V.M.O.s

3a

3.3

Rational Use of Diuretics - Dr Farmer/Dr OCliver.
Receptaon Room, Ist Floor, Multi-Storey Building.

Date : 12.30pm - 2.00pm, 14 March. Light lunch.

Aspects of Joint Replacement - Dr Borowsky/Dr Walker.
Date : 25 April - otherwise in 3.1.

Subiect to be Announced - Date : 13 June.

MEETINGS AT ROYAL HOBART HOSPITAL

4.1

4.2

Surgidal Audit Méetiﬂés - R.M.O.s and V.M.0.s, Held in
3D Clinical Room on second Wednesday of each month from
1.00pm ~“2.00pm. Light lunch. Minuted and circulated.

Medical Review Meeting - Held in 3D Clinical Rcom every

third Monday in each month - 1.00pm - 2.00pm. Lunch
provided.

MEDICAL UTILISATION REVIEWS AT R.G.H.

Dr__Paul Fisher - is undertaking a utilisaticn reviews

course of failure to keep appointments, particularly in
relation to Qut-Patients and Respiratory Funct:on Unit,
with a view to improving attendances.

Sister Wanda Spauldingc <~ is continuing utilisation
review of theatre usage as & basis £cr future
rationalisation.

Dr _Liam Walker - is investigating the ct!ectiveness.ot
pre-anaesthetic investigations with a view to altering
present system.
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ALLIED HEALTH SERVICES

6.1 Pharmacy Service - {Mr J. Galloway)
6,1.1 Completion of antibiotic survey of 1987.
6.1.2 Review of use of histamine antagonists
RGH.

6.2 Occupational Theraov =~ (Ms E. Baldey)

ARl SUE LA L R

at

6.2.1 Repeat audit of hip replacement therapy.
6.2.2 Review of documentation procedures in
Depa:tm_ent in relationship to effectiveness.
6.3 Speech Tl;e:acv - (Mrs H. Potgeiter)

Review of speech recovery aSter CVA's.

6.4 Social Worker - (M N. Hammer)

Alcoholics placement review.

NON MEDICAL STAFF ACTIVITIES

7.1 Food Services - {Mr P. Radloff)

Review of patient acceptances of type of food provided.

7.2 Domestic Services - {Mr T. Barrett)

Review and acceptance by patients of method used
cleaning.
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NURSING - QUALITY ASSURANCE PROJECTS

8.1 Quality Control Checks - The following have been
reviewed and implemented in all areas :

Drug Storage Check

Medication Sheet Check

Patient Orientation

Patient Questionnaire/Consumer Satisfacticn

e e

8.2 Staff aporaisals - The appraisal forms for Registered
and Enrolled Nurses are being reviewed and will be
implemented shortly.

8.3

Nursing Manuals - Continually updated.

8.4 Meetings with Director of Nursinc - These are on a
monthly basis :

Quality Assurance Committee - First Wednesday
Senior Registered Nurses - Third Monday
. Ward Staff - each area/once per month
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FINANCE MINUTE ON
REPORT 294
FIVE EFFICIENCY AUDITS
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DEPARTMENT OF FINANCE MINUTE

1. This Minute has been prepared on the basis of
responses received from the Departments of Defence and

Primary Industries and Energy, and the Australian Customs
Service.

2. In this Chapter each of the Committee's
recommendations is reproduced in turn and is followed by
the response.

Department of Defence: Army Mapping
Committee Comment (paragraph 2.18 of Report 294)

The Committee is concerned at the delay in
finalising the review of RASvy and recommends
that the Committee be advised of the results of
the review by the end of March 1989.

Response by the Department of Defence

3. The Royal Australian Survey Corps (RASvy) review was
completed in mid-1988 and considered by the Chief of the
General Staff's Advisory Committee (CGSAC). 1In November
1988, the Chief of the General Staff (CGS) advised the
Chief of the Defence Force (CDF) and the Secretary of the
outcome of the Review, A copy of the CGSAC-endorsed
recommendations has been forwarded separately to the
Committee in  May 1989. Implementation of  these
recommendations has started but the timescale for
completion will depend largely on the priority to be
allocated to Project PARARE (see paragraph 9 below).

Committee Comment (paragraph 2.19 of Report 254)

The Committee is concerned that there should be
no unnecessary duplication between the civil and
defence programs and between the Commonwealth and
the States. The Committee seeks reassurance that
co-ordination of mapping activities and the
sharing of data iz being given a high priority in
order to minimise the drawings on public moneys.

Response by the Department of Defence

4. A range of measures has been introduced to minimise
duplication between agencies:

a. under administrative arrangements agreed in 1987
between the Ministers for Defence, Administrative
Services, and the Minister Assisting the Prime
Minister for Public Service Matters, Defence now
has prime responsibility for 1:50,000 series
mapping in Defence Priority Areas;
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b. mapping agencies, including Defence, regularly
meet to share information in forums such as the
Inter-Governmental Advisory Committee on
Surveying and Mapping (IGASM) and the Australian
Land Information Council (ALIC). (All the States.
and both Territories are represented on the IGASM.
All the States and Territories except for
Queensland and the ACT are represented on the
ALIC. Queensland and the ACT are expected to
Join within the next six months, and the ACT is
expected to attend the Council's biennial meeting
in June 1989 as an observer);

c. in September 1988, the Government agreed that the
Australian Survey and Land Information Group in
the Department of Administrative Services should
become the central co-ordinating agency for the
collection and dissemination of data; and

a. as part of the restructuring of RASvy, the Review
recommended that comprehensive collection and
management plans be developed for the
incorporation of relevant data from civil sources
in the production of the proposed Military
Geographic Information Data Base. (Initial work
on the development of comprehensive collection
and management plans for geographic information
is currently being undertaken by a Departmental
working party, and will be pursued more
extensively in the context K of Project PARARE.
Defence membership of IGASM and ALIC will
facilitate the exchange of relevant data from
¢ivil sources).

S. Defence is satisfied that these measures will prove
adequate to minimise the prospect of duplication and will
provide a suitable mechanism to remedy any duplication
that might nevertheless occur.,

Committee Comment (paragraph 2.20 of Report 294)

The Committee is concerned at the Department’s
delay in 7resolving its data base accuracy
requirements, the time frame for completion of
Priority Areas 1, 2 and 3 and expects to be kept
informed on any developments of these matters.
The . Comnittee also expects to be provided with
full details on Project PARARE., Similarly the
Committee would like advice of completed action
by the end of March 1989.

Response by the Department of Defence
Data Base Accuracy

6. Army has adopted 1:50,000 scale mapping as the
accuracy standard for wide area coverage.
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b. mapping agencies, including Defence, regularly
meet to share information in forums such as the
Inter-Governmental Advisory Committee on
Surveying and Mapping (IGASM) and the Australian
Land Information Council (ALIC). (All the States.
and both Territories are represented on the IGASM.
All the States and Territories except for
Queensland and the ACT are represented on the
ALIC. Queensland and the ACT are expected to
Join within the next six months, and the ACT is
expected to attend the Council's biennial meeting
in June 1989 as an observer);

c. in September 1988, the Government agreed that the
Australian Survey and Land Information Group in
the Department of Administrative Services should
become the central co-ordinating agency for the
collection and dissemination of data; and

a. as part of the restructuring of RASvy, the Review
recommended that comprehensive collection and
management plans be developed for the
incorporation of relevant data from civil sources
in the production of the proposed Military
Geographic Information Data Base. (Initial work
on the development of comprehensive collection
and management plans for geographic information
is currently being undertaken by a Departmental
working party, and will be pursued more
extensively in the context K of Project PARARE.
Defence membership of IGASM and ALIC will
facilitate the exchange of relevant data from
¢ivil sources).

S. Defence is satisfied that these measures will prove
adequate to minimise the prospect of duplication and will
provide a suitable mechanism to remedy any duplication
that might nevertheless occur.,

Committee Comment (paragraph 2.20 of Report 294)

The Committee is concerned at the Department’s
delay in 7resolving its data base accuracy
requirements, the time frame for completion of
Priority Areas 1, 2 and 3 and expects to be kept
informed on any developments of these matters.
The . Comnittee also expects to be provided with
full details on Project PARARE., Similarly the
Committee would like advice of completed action
by the end of March 1989.

Response by the Department of Defence
Data Base Accuracy

6. Army has adopted 1:50,000 scale mapping as the
accuracy standard for wide area coverage.
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Time Frame for Completion of Priority Areas

7. It was agreed between the Ministers for Defence,
Resources and Energy and the Minister Assisting the Prime
Minister for Public Service Matters in March 1987 that in
view of the resources required to undertake a
comprehensive map series program, the 1:50,000 scale
program should be confined in the first instance to
Defence Priority Areas 1 (Northwest Australia) and 2
(North and West Australia), and that any defence or
civilian need for a Commonwealth 1:50,000 program outside
these areas should be the subject of an independent
inquiry. Area 3 (Southwest Australia) is of significantly
less Defence priority than Areas 1 and 2, and the duration
of the mapping task in this area will depend on the extent
and standard of 1:50,000 scale civil mapping cover
available. In the: interests of avoiding duplication,
Defence will not map locations for which there is already
good quality 1:50,000 scale civil mapping.

8. The timetable for completion of Priority Areas 1 and 2
at the 1:50,000 scale (ie, 1998 to 2000) cannot be
significantly shortened with AUTOMAP II. The limitations
are computing power and work stations for digital data
capture. AUTOMAP Il will be operating at f£ull capacity
when the minor dimprovements to throughput capacity
gxoposed in the review of RASvy are put in place during
989.

Project PARARE

9. Army proposes to replace AUTOMAP II at the end of its
life-of-type with a digital topographic data collection
and product output system (PARARE) at an estimated total
cost of some $36m (April 1988 prices). This digital
topographic database will provide the prime topographic
data layer for a geographic information system. This in
turn will allow specific topographic products to be
generated, Such products include: maps and overlays;
intervisibility data for the siting of communications and
electronic warfare equipment; and terrain analysis
products. PARARE will also provide computer generated map
displays for use by command and control systems. As
advised above, the content, cost and timing of PARARE are
subject to further review,
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Department of Defence: Principal Item Stock Control
Entitlement System

Committee Comment (paragraph 3.10 of Report 294)

The Committee acknowledges that the problems
associated with the developnent and
implementation of PISCES identified by Audit have
been resolved. The Comuittee believes, however,
that it is important for an effective monitoring
mechanism to be established to determine what
degree of success is being achieved by the new
system. The Department of Defence should develop
appropriate performance indicators to measure
progress against performance standards both of
efficiency and effectiveness, ie:

. a measure of the progress in achieving
specific objectives (eg estimated cost
saving, improved service levels, etc); and

. an assessment Of the effectiveness of the
project in achieving the Army's broad
objectives.

Response by the Department of Defence

10. In assessing the performance of PISCES it is
appropriate to distinguish between system and management
performance. System performance relates to the ability of
the system to perform in accordance with its design
specifications, to be available on-line for enquiry and
update purposes to system users during specified periods
and to provide printed reports and production of vouchers
automatically or on request as appropriate. Management
performance, " in the context of PISCES, encompasses the
definition of management's requirements and the degree of
success in using the output of PISCES to achieve
management's goals.

System Performance

11. The collection and interpretation of historical data
on the operation of PISCES is the measurement methodology
presently used by Army to indicate problem areas and
measure functional performance of the system. Functional
performance inQicato:s presently in use include:

a. number of enhancement requests {recovery,
maintenance, initial) received;

Maint

b. percentage of enquiries resulting in Recovery/
Enh ts;
c. number of enquiries processed by PISCES
Maintenance Team;

d. number of Reject Transaction Rates by transaction
type;



e. number of reports reguested by PISCES Maintenance
Team;

£. hardware downtime;

9. rate of production and actioning of exception
reports; and

h. rate and level of management intervention.

12, Because PISCES was developed primarily as an
exception reporting system one of the prime functional
performance indicators is the production and actioning of
exception reports. Some important exception reports in
this regard are Out of Target Reports, Comparison of
Rejects against Transactions Input Reports and Unactioned
Reject Reports.

13. Exception reports produced at each management level
are subject to management scrutiny and action. Lack of
resolution (after set intervals) results in progressive
notification of the problem to the next higher management
level until the problem is resolved. Management at each
level can therefore assess the problems emanating from
PISCES that fall within their specific area of
responsibility. In this 1light, the rate and 1level of
management intervention is an important indicator of the
functional effectiveness of the PISCES system.

14. Current indicators reveal a steady downward trend in
management intervention suggesting an improved
effectiveness, probably due to a maturation of the system
and improved user competence.

15. The next stage in the process of functional
performance measurement is the development of performance
indicators capable of being assessed against management
set standards. Appropriate standardised performance
indicators to be developed for example are Clearance of
Out of Target Reports and Reject Transactions at each
management level within predetermined timeframes, and the
. rate and level of exception reports referred to higher
level management.

Management Performance

16. The overall management objective associated with the
development of PISCES is to provide accurate entitlement
and asset information to allow control of Army's principal
equipment resources, This broad objective may be
translated into the following specific management
objectives:

a. calculation of Initial and Maintenance equipnent
discrepancies, to support the acquisition process;

b. regulation of the distribution of Principal items

according to the purpose and priorities
established by Army; and
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c. establishment of a management information system
involving the collection, maintenance and
distribution of asset information to support the
in-service management of Principal Items,

17. Given the original design criteria the Department
views PISCES as having been successful in assisting
management to meet its management objectives. PISCES
provides an effective stock control and reporting system
for the management of Army's Principal Items and provides
management with a data base of total equipment surpluses
of deficiencies against recorded asset and asset
entitlement information, to support the acquisition and
distribution of Principal Items.

18. While attention has focused on the development of
functional performance indicators, the Department is yet
to develop performance indicators based on productivity
measures. With the progressive implementation of Program
Management and Budgeting, closer attention will be given
to the development of performance indicators for the
measurement of improved service levels, productivity and
cost savings,

19. A glossary of terminology contained in the above
response is provided at Appendix A.

Committee Comment (paragraph 3.11 of Report 254)

The Committee would expect to see evidence that
the Department has profited from its experience
of the implementation of PISCES as it redevelops
three major administrative systems: the Supply
Systems Redevelopment Project, the Manpower
Bystems Redevelopment Project and the proposals
for a Defence PFinancial Management Information
System. .

Response by the Department of Defence

20. The PISCES project was a conversion rather than a
development project. It was undertaken, at the time of
the impending demise of the Defence Honeywell computer
systems in the late 1970s, as a conversion of the ezisting
Honeywell system, without enhancement, to enable the
system to run on the then recently acquired Univac
computers. In contrast, the current Defence projects,
namely Supply Systems Redevelopment Project (SSRP),
Pinancial Systems Redevelopment Project (FSRP) and
Manpower Systems Redevelopment Project (MSRP) are new
development activities. They involve the replacement,
with enhancement, of 8 range of existing computer systens
which run on a variety of manufacturers' hardware and
software. The projects are being undertaken within the
DESINE environment.

21, The PISCES experience has focused attention mainly on
the areas of efficiency measurement, approval and
develop tal pr .
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22, The most significant of Audit's recommendations
flowing from the PISCES efficiency audit related to
management of the implementation project and were based on
the following criticisms:

a. detailed and measureable objectives were not

produced;
b. there was no formal statement of requirement;
c. criteria for justification of a computer system

were not established;

d. an approved system development methodology was
not used; and

[ user analysis was not performed.

23. In respect of the major Defence projects, these areas
have been addressed in the following ways:

Objectives

24, Each of the redevelopment projects has undergone
rigorous management examination and is subjected to the
Defence Committee process as well as the Acquisition
Council process. The Committee process ensures that all
significant projects must provide measureable objectives
to ensure cost effective implementation and gquantifiable,
realisable tangible benefits. The objectives are examined
during this process and finally examined in the Post
Implementation Review Process (PIR) conducted on each
system. PIR procedures are currently being revised to
incorporate procedures to ensure that objectives are
realised. .

Statement of Requirement

25. All new system development projects must contain a
formal Statement of Requirement which reflects the
expectations of the respective user organisation. This
requirement is couched in terms which are also measureable
ensuring that development managers can achieve the desired
results.

Justification

26. The process of justifying any new Defence computer
system development is performed by & hierarchy of approval
Committees which ensures that all management options are
promulgated and analysed. All information system
developments must be approved at several levels depending
on implementation cost. Smaller regquirements are examined
by the respective Service or Defence Central Computing
Management Committee, whereas the major projects require
exhaustive review by an Acquisition Council and Cabinet.



System Development Methodology

27. The Spectrum system development methodology is the
approved Departmental methodology which has been in
operation since 1981. The Defence Information System
Policy Committee on 19 February 1988 reaffirmed that the
methodology is to be used for the development of all
information projects except those of a minor nature. The
committee endorsed:

a. The use of Spectrum Productivity/Manager as the
defence standard for the planning, estimating,
development and maintenance of information
systens;

b. the. purchase of Spectrum Productivity/Manager for
implementation in all appropriated areas of the
defence organisation;

c. functional and project managers assuming
responsibility for the wuse of a suitable
methodology for small/non-complex computing
projects; and

da. the requirement for commitment from management at
all levels to the use of Spectrum
Productivity/Manager.

User Analysis

28. Each of the major redevelopment projects mentioned
has had extensive user analysis. The MSRP project
recently was examined critically by the Force Structure
Committee and returned for further  documentation,
Justification and analysis.

29, The Force Structure Committee is also actively
examining the degree of commonality between major projects
with a wview to saving resources in development,
implementation and management.

30. In conclusion, 3in respect of the major projects
referred to, the Department has a standard system
development methodology 8nd an appropriate approval and
review mechanism which will ensure that objectives are
clearly identified and attained. While these mechanisms
were not implemented directly as a result of the PISCES
outcome, they reflect the degree of seriousness with which
the Department regards the implementation of information
system projects.

31. The Defence Information System  development
environment will be enhanced by the introduction of a
standard environment across new projects, but in
particular the major projects of SSRP, FSRP, MSRP and
CAMM II. The DESINE environment will enable improved
connectivity and common development tools providing better
use of skilled resources and reduced training costs.
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Australian Customs Service: Licensing and Adninistration
of Customs Agents

Committee Comment (paragraphs 4.19 and 4.20 of
Report 294)

The deficiencies identified by Audit clearly
indicate the need for improvements to the current
system of licensing and administration of Customs
agents. At the same tme, it appears that
Customs will shortly be moving towards a system
of ipdustry self-regulation. If this occurs many
of the recommendations made by Audit for
strengthening the 1licensing system would no
longer be -applicable. Accordingly, the Committee
should avoid placing too great an emphasis on
these recommendations while the deliberations on
self-regulation are continuing.

Instead, considering that the departmental report
on self-regulation is expected to be completed by
the end of 1988, it is recommended that the
Committee wait until the findings of that report
are available before it considers whether further
action is required in relation to the findings
and recommendations of the Auditor-General. The
Comnittee would then have all the relevant
information before it and could make a more
complete and timely t of wheth

is dealing appropriately with the def;cxencxes
identified in the licensing and administration of
Customs agents.

Response by the Australian Customs Service

32. The Customs Agents Industry Self Regulation Working
Party submitted its draft report to the
Comptroller-General of Customs in May 1989 for initial
consideration.

33. 1In its draft report, the Working Party concluded that
self-regulation of customs agents is both desirable and
achievable and made a number of recommendations to this
end.

34. The delay in finalising the report was caused to some
extent by the resignation and replacement of the
Australian Customs Service representative on the Working
Party. However, the major contributing factor in delaying
the finalisation of the report was the Government's
decision early this year to re-introduce legislation to
impose administrative penalties for incorrect entries
which result in short-payment of duty.



35. The 1legislation, embodied 3in Customs and Excise
Legislation Amendment. Act (No 2) 1989, was passed by
Parliament in April 1989. The Working Party believed that
its study could not proceed without consideration of the
impact of the legislation on the Customs Agents Industry.

36. Consequently, the draft report includes points made
in the previous April 1988 interim report and incorporates
further expert views and industry views made in the light
of the new legislative framework.

37. It 4s expected that the final report will be
completed and presented to the Comptroller-General for his
consideration in September 1989. A copy of the report
will also be made available to the Committee,
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Department of Primary Industries and Energy:
Administration of Meat Inspection Services By The Export
Inspection Service

Committee Comment (paragraphs 5.4 and 5.5 of
Report 294) .

The Committee is generally satisfied with the
Department’'s response to the Auditor-General‘'s
report. In particular the Committee is pleased
to note that no case of meat substitution has
been reported since the 1981 incident.

However, in relation to the Meat Transfer
Certificate System (MIC), the Committee notes
that while Audit viewed delays in reconciliation
of MIC duplicates with some concern, the
Department considered such delays to be
inevitable because of the large volume of MICs
involved. The Committee agrees with Audit that
to be effective, the MTC system requires prompt
checking that products dispatched have been
received or jinvestigation of reasons why they
were not received. Accordingly, the Committee
expects greater effort in ensuring the timeliness
of MTC reconciliation.

Response by the Department of Primary Industries
and Energy

38. The need for prompt reconciliation of Meat Transfer
Certificates (MTC's) is well understood and the present
system is effective. Given the resource constraints being
placed on the Australian Quarantine and Inspection Service
(AQIS) and the widely dispersed location of meatworks in
Australia, a major change in reconciliation procedures can
only occur when the computerised system for preparation
and processing of meat export documentation (EXDOC) is
successfully impl ted (see P to paragraph 5.6).

39. In this regard, however, it should be noted that the
MIC is only a single component of the export meat security
system. Its effectiveness should not be Jjudged in
isolation. The export security system has been subjected
to two extensive reviews by consultants:

3. ‘Review of Effectiveness of the Revised System for the
Documentary and Physical Control of Export Meat® by
Price Waterhouse Associates Pty Ltd 1982 which:

. in relation to MTC, identified a problem with non
receipting (which has been rectified); and

. concluded that the MIC fulfills its purpose but
needs redesigning (which has been done).
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b. ‘'Review of Effectiveness of Security Arrangements for
the Control of Export Meat' by Arthur Young Services
Management Consulting which:

. while identifying some minor areas that need
further consideration, concluded that the system
as a whole is working well and is effective; and

. in relation to MTC, emphasised the need for
diligent processing and reconciliation (which, as
outlined above, AQIS considers is operating).

Committee Comment (paragraph 5.6 of Report 294)

The Committee alsc agrees with the view that a
computer system for validation of MTC duplicates
would bring a b of adv ges, particularly
in relation to clerical effort, and notes that 2
departmental feasibility study has recomuended
that a computer based export documentation system
be implemented. This study .is to be considered
by the Meat Industry Advisory Committee in late
1988. The Committee believes that such a system
should be introduced as soon as the proposal
becomes viable.

Response by the Department of Primary Industries
and Energy

40. Among the recommendations of a report commissioned by
AQIS by consultants Computer Sciences of Australia Pty Ltd
in July 1988 into the feasibility of computerising the
preparation and processing of meat export documentation
(EXDOC) it was recommended that AQIS investigate the
computerisation of the MTC.

4. At its meeting on 12 October 1988, the Meat Industry
Advisory Committee (MIAC) considered the consultant's
Teport. The MIAC agreed that the consultant's report
should be progressed, with the emphasis on EXDOC, and a
small working group was established to examine it in
detail,

42. The working group supported the recommendations of
the consultants, and to progress the exercise, a joint
AQIS/Industry Steering Committee has been established to
oversight the developmental phase of the implementation of
the proposed new system. It is anticipated that the
development phase will be completed by 30 June 1989.

43, Implementation of & computerised MTC system is
dependent on the successful introduction of EXDOC and is
one of a number of ‘transactions' that could be undertaken
in addition to EXDOC. .
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44. 1f funding is made available it is hoped to have
EXDOC operational on 1 July 1990. If this occurs hardware
will be in place (at meatworks and DPIE regional offices)
to allow development of software utilising the EXDOC
system for MIC's.

Committee Comment (paragraph 5.7 of Report 294)

The Committee acknowledges the implementation of
new inspection initiatives aimed at achieving
savings within the inspection service. The
Committee notes that the introduction of such
changes can be delayed because of the need to
negotiate with several groups, including the meat
industry, . staff associations and foreign
governments. Nevertheless, the Committee
emphasises the importance of timeliness in the
consideration of any revised procedures to ensure
that the maximum benefits are achieved.

Response by the Department of Primary Industries and
Energy

45, The review of the slaughter floor staff loading
standards has been completed and recommendations are
currently before the AQIS Executive. It should be noted
that the Meat Inspectors Association (MIA) has submitted a
minority report disagreeing with the findings and some
industrial action has already commenced. Given that an
equitable solution can be reached it is hoped to introduce
the new arrangements in the second half of 1989 with
1 October 1989 being the target date.

46. A major review of ancillary inspection arrangements
{inspection after the slaughter floor) has also
commenced. The target date for completion of this review
is mid June 1989 with implementation again being targeted
towards 1 October 1989, MIA has already indicated that it
will oppose any changes.

47, However, as the Committee has recognised, there are
many other outside influences that may delay
implementation.

Committee Comment (paragraph 5.9 of Report 294)

Finally, the Committee is concerned that delays
in the development of an appropriate charging
strategy are responsible for maintaining the
inequities and inefficiencies of the 1levy
system. In this regard the Committee is pleased
to note that fee-for-service for slaughter floor
meat inspection in export and domestic abattoirs
under departmental control was introduced on
1 July 1988. The Committee also notes that the
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Department has undertaken an examination to
deternine the adaptability of meat inspection
functions. This is to be introduced in 1989 if
viable. The Committee expects to be advised of
progress on - the full jmplementation of
fee-for-service in the response to this report.

Response. by the Department of Primary Industries
and Energy

48, Following approval of the Minister for Resources to
proceed with the project, AQIS has commenced work on
developing posasible alternative Fee-for-Service (FFS)
charging schemes for ancillary meat inspection. services.

49. These alternative schemes are being considered by a
Joint Commonwealth/Industry Working Party (JWP). The JWP
has been given the task of designing a scheme which can be
recommended to the Minister for implementation.

$0. It is expected that a new FFS wmcheme for ancillary
meat inspection services will be put in place by October
1989.
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Department of Resources and Energy: Offshore Petroleum
Royalties and Excise

Committee Comment (paragraph 6.8 of Report 294)

The Committee notes that the compliance reviews -
of late 1987 and early 1988 have been completed

and that a further four compliance reviews have
been scheduled for the mnext two-year cycle
commencing in October 1988. The Committee also
notes that the systems review is proceeding on
schedule and is expected to be completed by the
end of 1988. The Committee will monitor any
developments in the above matters arising from
the compliance and system reviews. The Committee
expects to be informed of the outcome of the
systems review.

Response by the Department of Primary Industries

and Energy -
51. The Systems Review of Bass Strait Excise and Royalty
Arrangements has been completed and a summary of findings,
together with the Department’s responses thereto, is
provided at Appendix B. In brief, the consultants have
indicated that the Bass Strait systems of internal control
are essentially sound, but they have suggested some
changes to the way in which the Bass Strait excise and
royalty regime is administered.

'
i

M § KEATING
SECRETARY
Department of Finance
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APPENDIX A

GLOSSARY OF TERMINOLOGY CONTAINED IN RESPONSE
TO PARAGRAPH 3.10

System Performance

)

(2)

(3)

(4)

(s)

6

(&)

(®)

Enhancements - modifications to PISCES so as
to improve performance or respecify to
accord with revised requirements. .

Recovery (enhancements) -~ respecification
necessary to restore current system to full
operation and integrity consequent upon some
system interruption.

Maintenance {enhancements) -~ improvements to
existing system specifications.

Initial (enhancements) - new requirements
which will provide greater capability to the
system. -

Enquiries - formally registered minor
investigations of the system which cannot be
immediately resolved; input can be from any
source.

Reject (may be synonymous with reject
transactions) - non-acceptance of input data
through failure to meet edit criteria;
re-input usually required.

Reject transactions -~ executive action on
central database has not occurred due to
incorrect input transaction being applied by
systemn user; notification of non-acceptance
of input transaction is referred back to
source input for investigation and re-imput
if required.

Ount of Target reports -~ a document which
acts as a hastener notifying that action
required has not occurred by a due target
date.

Management Performance

1)

2)

)

Initial (discrepancy) - the Jdifference
between the authorised entitlement to an
item and the actual authorised stock level,
taking due account of any inflows and
outflows in the pipeline.

Maintenance (discrepancy) - the difference
between the gquantity of items issued
initially and current stock held, taking due
account of any inflows and outflows in the
pipeline.

Discrepancies - surplus or deficient
quantities of an item.
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APPENDIX B

SYSTEMS REVIEW OF BASS STRAIT EXCISE AND ROYALTY ARRANGEMENTS -
CONDUCTED BY KINHILL ENGINEERS PTY LTD (TECHNWICAL), COOPERS ARD
LYBRAND (FINANCIAL AND ACCOUNTING AND AUDIT) AND RYDER SCOTT
COMPANY (REVIEW OF PULLWELLSTREAM ARALYSIS)

SUMMARY OF FINDINGS
Technical Section - Kinhill Fngineers Pty Ltd

The technical aspects of the systems review relate primarily to
matters associated with the mass balance phase of the ROYAL
computer program, encompassing the measurement techniques, sources
of information, calculation methods and systems and the

documentation used in establishing each of the input data items to
the program. .

The findings from this Section of the review relate mainly to the
adequacy of the measurement systems in place in the Bass Strait
system. The consultants physically examined each of the 13
platforms in Bass Strait, the production facility at Longford and
the Long Island Point fractionation plant, including the crude oil
tank farm and the liquids jetty.

With the exception of some minor metering deficiencies (minor in
so far as their effect on royalty is concerned) and some Concerns
on the frequency of calibration of some meters, the examination by
the consultants of the systems in place in these areas indicated a
satisfactory situation.

Zinancial and Accounting and Audit - Coopers and Lybrand
Systems of internal control

The overall finding of Coopers and Lybrand was that the systems of
internal control were strong in every area considered. However,
they have reported concerns in the following areas:

. approvals of program changes by the Department of Primary
Industries and Enerqgy (DPIE) have not been promptly
performed. At the time of their examination, approvals were
at least 8 months behind implementation of amendments.

. resources should be arranged to enable DPIE to effect program
changes more quickly, either through additional staff or
contractors or an external bureau.

The Department is awaxe that the current backlog of program runs
is unsatisfactory given the recent criticisms of the Auditor-
General and is committed to removing the backlog in as short a
time as possible. The backlog occurred primarily because
Divisional personnel responsible for the maintenance and operation
of the Division's Mass Balance program were asked to conduct a
detailed analysis of the financial impact of Kinhill's
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recommendations from their earlier consultancy review of the Mass
Balance program. It is anticipated that the current backlog of

program changes and program runs will be removed by the end of the
current financial year.

Accounting treatment

No major matters were reported where procedures are not consistent
with good accounting practice, with the following exception:

. the Royalty depreciation deduction for fixed asset
expenditure may exceed the cost of the asset. This arises
for assets more than 20 years old because the net book value
for a specific asset cannot be identified {ie it is a part of
a whole or consolidated asset for depreciation purposes).

This concern is being addressed by the producers, in conjunction
with the Victorian Department of Industry Technology and Resources

(DITR), and will be resolved by the time the first such situation
arises in the near future.

Efficiency of procedures

The consultants have reported that as the output from Bass Strait
has now passed its peak, consideration should be given to a
simplification of the taxation arrangements to something more
appropriate to the shrinking producticn base. The alternatives
tendered for possible evaluation, some of which are recognised by

the consultants as being too simplistic to succeed, are as
follows:

. Legislate the taxation amounts annually required;

. use an alltemative taxation philosophy (eg Resource Rent
Tax); i

. remove the requirement for the payment of royalties (with

suitable compensation to Victoria);

. levy excise duty on despatched product irrespective of
source, obviating the need to back allocate sales to excise
production areas;

. reduce the.frequency of excise payments, which are currently
every 10 days, to monthly;

. reduce royalty to a percentage of gross wellhead value,
relieving the onerous necessity of deduction calculation to
arrive at a net wellhead value, the current basis for royalty
calculation;

. replace royalty depreciation deductions for fixed assets with
a straight line fixed percentage of total gross asset
expenditure. This would reduce the need to classify assets
by particular royalty categories, and could also be applied
to deductions for operating expenses;
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. reduce royalty to a single rate;

. allow royalty deductions to be claimed on an accrual basis,
not a cash basis as at present. This would bring uniformity
into Esso’s accounting, and obviate the need for Esso to
perform the monthly conversion, for royalty purposes, of
their accounts from accrual to cash.

These options will be evaluated by DPIE in the context of the
excise review in conjunction with the operators Esso/BHP, the
Australian Customs Service and the DITR.

Auditing responsibilities

Coopers and Lybrand have recommended that DITR allocate a greater
proportion of their audit activity to the verification of
deductions for royalty purposes, by performing a testing of the
controls over the general ledger and associated subsidiary
systems.

Duplication of audit activity

Coopers and Lybrand have identified several areas where they
?eiieve duplication of audit effort exists. The main areas are as
ollows:

. there appeared to be no confirmation of the data audited by
DITR and the data accepted by DPIE from Esso. To satisfy
themselves that the Esso version of the program is working
properly, DITR perform a small amount of calculation testing,
directly duplicating DPIE’s running of their version of the
program;

. The Australian Customs Service (ACS) perform an "overall”
check on the calculation of excise. To some extent this
duplicates DPIE’s running of the Royal program, and is seen
as a need by ACS to assure themselves that excise has been
properly calculated. The informal relationship between ACS
and DPIE has resulted, in Coopers and Lybrand’s view, in ACS
being reluctant to fully rely on the work performed by DPIE.

Consolidation of audit activity to reduce cost

Coopers and Lybrand have suggested that direct audit involvement
could be restricted to one party who is independent of the
producers. At present, eleven separate audit organisations are
involved in auditing the Esso and BHP systems. The scope,
frequency, method and level of audit testing together with
reporting requirements could be established and approved jointly
by the interested parties. Coopers and Lybrand have recognised
that such an arrangement could not succeed without legislated
changes.



Informal relationship between audit bodies

Coopers and Lybrand state that there appears to be informal
reliance being placed on some auditors and in some circumstances
uncertainty as to the amount of reliance that can be made on other
auditors. They believe the situation warrants some
rationalisation, and in particular state that the ACS could in
fact duplicate all areas covered by DPIE and DITR in the
verification of excise tand royalty). This does not occur in
practice but there is no formal agreement between ACS, DPIE and

DITR on the extent of reliance which ACS can place on DPIE and
DITR.

Coopers and Lybrand "strongly recommend that if the current level
of audit activity is to be maintained, a formal strategy be
prepared between all auditors, clearly documenting the reliance
that can be placed on each other.

DITR’s audit approach -

Cocpers and Lybrand recommend that DITR change the nature of their
current audit approach from total substantiation of results to a
mix of testing of the controls in the Esso system and minimal
substantiation supported by analytical review. DITR has agreed in
principle with this recommendation.

DPIE verification of the "royal" program

Coopers and Lybrand are of the opinion that the parallel running
of an independent version of the "Royal" program by DPIE is one of
the most important aspects of the verification process and should
be performed as close as possible to the running of the actual
live program.

They have therefore recommended that DPIE bring up to date as soon
as possible the running of the "Royal" program. - As indicated
above, steps have already been taken within the Division to bring
the program up to date, to the point where the DPIE version should
be in parallel with Esso’s by end-June 1989.

On a related issue, Coopers and Lybrand believe that it may be
more efficient to use a version of the program code which is
identical to that used by Esso, as program changes can be more
easily identifiéd and subsequently verified. This would mean that
DPIE would have less requirement to perform detailed program
analysis to ensure that changes are consistent with those supplied
by Esso, as is currently the case. This issue will be examined by
DPIE in more detail over coming months.

Reliance on DITR and DPIE staff

As a general comment, Coopers and Lybrand have stated that they
believe that both DITR and DPIE are exposed from an audit
viewpoint in that they place a heavy reliance on a few key
personnel in the verification of royalty and excise processes.
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Suggestions to overcome this exp re are to engage an assistant
for the DITR royalty engineer and, in the case of DPIE, to
maintain an identical version of the Esso "Royal" program, a
discussed above. :

Reviey of fullwellstream compositiopal data section - Ryder Scott

Company

Ryder Scott Company has ded that changes to the frequency
of sampling for scme streams of Bass Strait production be
implemented in the light of their analysis. These changes include
both inc and de ses. in freq Yy, dependent on the
results of their analysis.

In addition, they have recommended the following:

. the accuracy of the fullwellstream (FWS) compositional data
could be improved by adding new instrumentation to more
closely monitor the FWS compositions, although they have
stated that due to the expense of these enhancements, they
should be done on a very selective basis and only to those
streams where variations in composition gave a significant
impact on the excise and royalty calculation;

. the statistical procedure currently used by Esso to reject
outlier compositions from the data base is more stringent
than is intended, causing too many of the compositional
analyses to be rejected. Ryder Scott have recommended the
Dixon test should be applied using the critical values for a
two-tailed, rather than for a one-tailed test, as is used at
present. This would increase the critical value and would -
therefore decrease the number of compositions rejected.
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FINANCE MINUTE ON
REPORT 295
THERAPEUTIC GOODS
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DEPARTMENT OF FINANCE MINUTE

1. This Minute has been prepared on the basis of
responses received from the Department of Community
Services and Health. However, some recommendations of
JCPA Report No 295 will require the consideration of the
Government, namely Recommendations No 1, 25, 26, 28 and 30.
The Committee will be notified as decisions are made by
the Government.

2. In this Minute each of the Committee's
recommendations is reproduced in turn and is followed by
the response.

Department of Community Services and Health

Legislation

Recommendation 1 (paragraph 2.63 of Report 295)
The Committee recommends that:

The Department of Community Services and Realth
should ensure full consultation with all interested
parties including the States and industry and
consumer groups and that urgent efforts be made to
ensure introduction of the bill for uniform national
legislation to control therapeutic g¢oods into the
Parliament in the Autumn sittings 1989 with a
commencement date no later than 1 January 19%0.

Response

3. States, industry and consumers were forwarded a
discussion paper describing the new legislative proposals
in November 1988. This was to facilitate consultation.

4. The original response date of 31 January 1989 was
extended, at industry request, to 28 February 1989 by
which time detailed comments were available from most of
the major parties. The Department is continuing to
consider representations from organisations and individual
parties and will do so until the legislative timetable
precludes any further amendment. Industry has been
raisi a variety of questions, which have assisted the
Depa ent in clarifying its position and making
adjustments accordingly. The States and Territories were
further consulted through the National Coordinating
Committee on Therapeutic Goods when it met in mid-April
1989. They have been kept closely advised of the new
legislation proposals and following consideration of the
draft legislation have given general support for the
Commonwealth to produce model complimentary legislation.
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s, As requlations to accompany the Bill are
progressively drafted there will be some need for further
consultation with relevant sectors of industry. In
addition to situations where it takes the initiative, the
Department has been meeting with interested parties where
requested. The parties include the Australian
Pharmaceutical  Manufacturer's Association, Australian
Medical pevices and Diagnostics Association, HNutritjonal
Foods Association of Australia and the Proprietary
Association of Australia. Discussion have also taken
place with representatives of the Attorney General's
Department, the Department of Primary Industries and

Energy and the Department of Industry, Technology and
Conmerce.

6. It was decided at the beginning of the 1988/89
financial year that the rescurces were not available to
develop, and@ more importantly to prepare for the
anministrative reforms of a Bill in time for the Autumn
sittings of 1989. The Department is now preparing the
Bill and regulations for introduction in the 1989 Budget
sittings; however the Government has yet to determine its
legislation priorities for those sittings and , indeed,
has yet to consider the Bill, Given the revised
timetable, it has been possible to meet requests from
interested parties for a greater time in which to comment.

7. Depending on the timing of the passage of the Bill a
Commencement date of 1 March 1990 is possible.

Recommendation 2 (paragraph 2.63 of Report 295)

The Committee recommends that:

The Department of Community Services and Health
prepare within 6 months a report on progress made
towards having the legislation in place by the
Conmencement date or earlier to enable a review by
the Public Accounts Committee, independent. of the"
Finance Minute process, to be undertaken.

Response

8, The :elsponse has been prepared and submitted
Separately as requested.

Medical Dewigces

Recommendation 3 (paragraph 4.45 of Report 295)
The Committee recommends that:

The Department of Community Servicesz and Eealth

urgently consider and implement means by which

improved control can be exercised over devices

entering Australia: .

(i) Determine if there are any further devices on
the Australian market that have been subject to
regulatory action by comparable overseas
authorities.
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(ii) Examine its records to determine whether any
letters have been issued to USA companies to
authorise import into Australia of devices
that have been subject to regulatory action
in the USA with a view to reviewing the
authorised devices in Australia.

(iii) That the companies be required to advise the
Department if a device marketed in Australia
has been the subject of regulatory action by
a comparable overseas authority. Marketing
approval should only be given if the
Department is satisfied the product is safe.

These measuzes should be examined as an interim
measure pending passage of the proposed
legislation as well as a requirement after that.

Response

9. In relation to (i), eighty five percent of the
medical devices used in Australia are imported.

10. All published information from overseas, including
agency teperts, has been examined and no devices have been
identified that have been subject to regulatory action by
comparable overseas asuthorities. However, few countries
release information against which comparisons can be
made. The USA is the only country publishing regulatory
action and this is carefully examined by Australia. It is
not considered practical to approach these countries in an
attempt to match Australian products with details of
regulatory action. Quite apart from the considerable
resource that would need to be involved, we do not have a
complete list of marketed devices in Australia, there are
very real problems in ensuring a comparison of like with
like and products which have been subject to regulatory
action could have returned to the market after
rectification in some cases within a matter of weeks.

11. In relation to (ii), the Department has ezamined its
records and has been unable to find any situation of a
letter approving import of a product which was at the time
subject to some form of regulatory embargo in the USA.

12. Acting on a suggestion made by the Joint Committee,
the Department has drawn up guidelines and prescribed
information which is to be required from the
importer/exporter prior to the issuing of any letters.

13. This system became operative during®February 1989. A
copy of the gquidelines has been forwarded ¢o the
Committee. The Guidelines outline the information to be
supplied with applications for USA medical device export
facilitation letters. The informstion requested s
detailed and reguires all limitations impposed on the
supply of the device by the Food and Drugs Administration
or Institutional Review Board to be stated.
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14. 1In relation to (iii), it is proposed that under the new
legislation, an application to register a product for
marketing in Australia will include a declaration as to
whether the product has ever been rejected for marketing in
countries nominated as having comprehensive regulatory
systems. A condition of registration will be that the
Department is advised of recall actions ‘as and when they
occur in overseas markets.

15. The main countries supplying medical devices to
Australia are the USA and UK. Subject to a satisfactory
- declazation, and Departmental records not showing any
reported problems with a product, particularly in relation to
usage over time, most products will be allowed for marketing
without further checks. Even with the small number of
products subject to more detailed evaluation the Department
is, in the final analysis, unsble to guarantee their safety
because of inherent limitations on testing and control.

16. Sponsors of the wvast majority of devices on the
Australian market are not rtequired to seek government
approval prior to marketing. However the Department will be
approaching all sponsors on. the current register seeking an
undertaking to advise of any regulatory actions taken by

overseas countries against any of their products marketed in
Australia.

17. It would Dbe most time consuming and resource intensive
to introduce changes to the Customs (Prohibited Imports)
Regulations to include such requirements and it is unlikely
that any changes could be implemented prior to the
introduction of the new legislation. Therefore, the use of
Customs (Prohibited Imports) Regulations to enforce a
declaration with each individual importation in the interim
period is not considered justified. As recognised by the
JCPA the problem would de overcome with the introduction of
the proposed legislation wherein control‘ over devices will be
exercised through the requirement to be registered or listed.
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Recommendation 4 (paragraph 4.57 of Report 295)
The Committee recommends that:

The Department of Community Services and Health
review its 1list of Jdesignated devices requiring
marketing approval before sgupply to the Australian
market on the basis of what is desirable for public
health snd safety. The statistical model, data from
overseas regulatory authorities and data from
Australian experience to date should be used,

Response

18. The Department is now validating the ‘statistical
model’ prepared by Dr J.R.G. Butler, Chief investigator, Q
Search, Queensland University of Technology, prior to its
becoming a formal part of a process to provide a
systematic and quantitative method of allocating device
priorities. ©Priority selection by the °model® will be
considered by the Therapeutic Devices Evaluation Committee
(TDEC) for inclusion in the Therapeutic Device Program.

19, Following implementation of the “model” and as

results are generated priority categories of device will
change.

20. Recently because of the transfer of responsibility
from the Drug Evaluation Branch to the Medical Devices and
Dental Products Branch the priorities for the evaluation
of device material {(non drug therapeutic materials) were
reconsidered and certain of these products have now become
designated for premarket review, whereas previously all of
these device materials had been subject to review.

Recommendation 5 (paragraph 4.57 of Report 295)
The Committee recommends that:

If this list of devices is greater tham resources
would allow, the Department of Community Services and
Health should reconsider the resource allocation
within the Department. The advisory comgittees
should draw the Minister's attention to these issues.

Response

21. 1In relation to recommendations ¥ and 5 it is not
possible to simply classify product categories into
concern/no concern classes. Levels of concern form a
contimuum which is addressed to the extent that allocated
resources permit, with available resources allocated to
those categories of highest concern. The views of the
Committees as to the adequiacy of resource levels will be
drawn to the attention of the Minister., Such a view was
relayed to the Minister from TDEC following its December
1988 meetings. The Department will reconsider resource
allocations between competing priorities in the context of
the 1989/90 staffing allocation. .
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The Committee recommends that:

The Department of Community Services and Health make
effective use of evaluations from comparable overseas

countries in the Australian device evaluation
program. ’

Response

22. Industry has been advised that the Department will be
prepared to consider, on a case by case basis, the use of
overseas evaluations. Generally the marketing submission
to the overseas regulatory authority will be required,
together with a copy of the authority's evaluation if
possible. Any other information which would support the
submission, and information on any current regulatory
action relating to the device, should also be provided.
It will be necessary to confirm that the device to be
supplied in Australia is constructed and manufactured in
an identical manner to that referred to in the overseas
submission. More detailed guidelines are to be developed
late this year. An agreement has been signed with an
international organisation, the Centre for Information on
Technology for Public Health (CITECH) to facilitate
international acceptance of product approval. CITECH is a
co-operative arrangement between three agencies namely:-
Emergency Care Research Institute, (ECRI) USA; Swedish
Testing Institute for Medical Supplies, (SPRIMA) Sweden,
and The Netherlands Organisation, (TNO) Netherlands. It
is a nonprofit making agency which evaluates and provides
certification for devices for International Standards. It
was formed in August 1988.

Good Manufacturing Practice

Recommendation 7 (paragraph $.107 of Report 295)
The Committee recommends that:

The Department of Community Services and Health
review its list of manufacturers showing critical
deficiencies to determine if further delisting from
the Pharmaceutical Benefits Schedule is warranted for
any manufacturers.

Response -
23. The list of manufacturers with critical deficiencies
has been kept under continual review, The delisting of a
company late~"last year, which received considersble
publicity has had a most salutary effect. There have been
quite dramatic improvements in the manufacturing practices
“of the other companies that were put on notice at that
time. There are only two from the originsl 1list of
thirteen that are still being closely monitored in the
context of possible delisting of their PBS products. -
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24, The Department now maintains a data base for
immediate identification of manufacturing establishments
which fall into the critical category while producing
products within the PBS. The review process will thus be
continual. There are, of course, other companies not
dependant on PBS listing and where corrective action may
need to await licensing.

Recommendation 8 (paragraph 5.83 of Report 295)

The Committee recommends that:

The Department of Community Services and Health
increase its education program of both State and
Territory good manufacturing practice inspectors and
manufacturers.

Response

25. If the new legislation proceeds as proposed with its
emphasis on eliminating duplicstion there shouid be a
reduction in State and Territorial inspection activities;
also in the breadth of expertise which will be needed by
the States. Nevertheless the Department intends to
continue running an annual training meeting for all State
and Territory officers, as well as for its own officers.
The Good Manufacturing Practice (GMP) Newsletter that is
sent to all manufacturers of therapeutic goods has been
expanded to include a greater educational component. A
brochure describing the role of the National Biological
Standards Laboratory (NBSL) Inspectorate and the purpose
of GMP inspections has been widely distributed. The NBSL
Inspectorate has increased the number of lectures given to
seminars and conferences attended by industry personnel.
In addition to current assistance to manufacturers, the
Department would see considerable benefit in regional
seminars for quality control personnel. These could be
enhanced by the involvement of international experts. It
would be proposed to develop Such seminars as and when
Tesources permit.

459



Recomnendation 9 (paragraph 5.83 of Report 295)

The Committee recommends that:

The Department of Community Services and Health
enter into discussions with State and Territory
governments with the aim of signing agreements
regarding introduction of complementary legislation
to allow enforcement of the Code of Good
Manufacturing Practice for unincorporated bodies that
operate intra-State.

Response

26. This matter was discussed with States and Territories
at a meeting of the national Co-ordinating Committee
Therapeutic Goods on 13 and 14 April 1989. There was
general support for complementary legislation. It was
agreed that the Commonwealth would produce ‘model’
complementary legislation which would be forwarded to the
States and Territories and at which time formal agreement
to its introduction would be sought. The Department is
currently arranging for the preparation of model
legislation.

Recommendation 10 (paragraph 5.83 of Report 295)

The Committee recommends that:

The Department of Community Services and Health
advise all manufacturers of the requirements under
the proposed legislation and the need to comply to
ensure licensing under the new legislation.

Response

27. This issue was widely canvassed in the consultation
process referred to in the response to Recommendation 1.
Once the new legislation is in place, the Department will
issue a special edition of the GMP Newsletter specifically
drawing attention to the proposed licensing arrangements
and the associated requirements, Consideration will be
given to the Department conducting regional seminars if
this appears necessary. It is also proposed to place
advertisements in the daily press.

Recommendati‘a 11 (paragraph 5.99 of Report 295)

The Committee recommends that:

The Department of Community Services and Health
pursue both bilateral and multilateral inspection

agreement discussions with a8 view to concluding such
agreements as soon as possible.
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28. Bilateral arrangements sre being pursued with Sweden,
Canada and Britain. It is possible that an agreement with
Sweden will be concluded this year and the signs are
encouraging for similar sgreements with Canada before the
end of the year. Britain has made it clear that a
national licensing system for Australia will need to be in
place before discussions can be taken much further.

29. On the multilateral front the next meeting of members
of the Phar tical Inspection Cor tion (PIC) will be
in September 1989. Australia will attend and it is hoped
that the new bill will be sufficiently advanced to enable
Australia‘s membership to be agreed, subject to the
passing of relevant sections of the bill.

Export Certificates

Recommendation 12 (paragraph 5.129 of Report 295)

The Committee recommends that:

The Department of Community Services and Health
urgently formally write to all remaining State
suthorities urging them to cease the practice of
:s;uing certificates of £ree sale as South Australia
ad done.

Response. .
30. The Department wrote to all States in January.
Responses indicate that all state and  Territory
Authorities are fully co-operating and no longer issue
certificates of free sale.
Diagnostic Products
Recommendation 13 (paragraph 4.72 of Report 295)
The Committee recommends that:
The Department of Community Services and Health
should review comparable overseas 1literature and
procedures to determine its own evaluation procedures
for diagnostic products.
Response

3l. A review- has been conducted by the Department and a
copy of the report forwarded to the Committee. The report

includes papers dealing with:- o
B categories of diagnostic goods;
. current Comonwcalaz and State controls and

activities concerning diagnostic goods;
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proposed controls over in vitro diagnostic goods
. under the new legislation;

. summary of current controls over diagnostic
goods examined by overseas authorities.

32. Evaluation procedures will be determined as various
categories of diagnostic products are addressed.

Recommendation 14 (paragraph 4.72 of Report 295)
The Committee recommends that:

The Department of Community Services and Health
examine the category of products known as diagnostics
and determine which, if any, require immediaste

evaluation prior to introduction of the proposed
legislation.

Response

33. The Department has considered this recommendation and
determined that any new 3in vivo dAiagnostics should be
subject to evaluation before being approved for
marketing. This encompasses diagnostic vaccines, contrast

agents, sllergens of biological origin and
radiopharmaceuticals. This group will also require
evaluation wunder the new legislation. In vitroe

diagnostics of human origin, home use diagnostic kits and
products available through the Pharmaceutical Benefits
Scheme may be subject to evaluation, but not as a matter

of routine. All other diagnostic products will be
exempted,

34. The Department is continuing to monitor reports on
the use of diagnostic products, both locally and overseas,
to enable early identification of any problems.

Recommendation 15 (paragraph 4.72 of Report 295)

The Committee recommends that:

The Department of Community Services and Health
should determine whether diagnostic products fall
into the drug, device or another category of
therapeutic good and also whether Australian Drug
Evaluation Committee or Therapeutic Device Evaluation
Comuittee is the appropriste and relevant advisory
committee.

Response —
35. The Department views diagnostics as forming a third
group of products with in vive diagnostics. ADEC is deemed
the appropriate advisory committee. I1f in  vitro
diagnostics of human origin or home use diagnostics are
seen as being of priority concern they would be referred
to TDEC. None are at present. Labelling issues would be
handled by the Therapeutic Goods Comeittee (TGC).
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The Committee recommends that:

The Department of Community Services and Health
report comprehensively in the Finance Minute on
progress made in carrying out the recommendations of
the Public Service Board Review of Drug Evaluation
Procedures. If a recommendation is not to be or
cannot be implemented then detailed reasons should be
provided.

Response

36, The Department provided the JCPA with an update on
the implementation of the Public Service Board Review
recommendations during the course of the hearing. This
has been further updated in preparing the Finance Minute
and is attached (Appendixz A).

Recommendation 17 (paragraph 3.42 of Report 295)

The Committee recommends that:

The Department of Compunity Services and Health
determine what resources are reguired in both the
Drug Evaluation and Evaluation Support Branches to
carry out the drug evaluation function in a more
timely and efficient manner.

Response

37. An assessment of the additional resources required jin
the Drug Evaluation and the Evaluation Support Branches
has been made and is now being considered by the
Government in the context of determining proposed fees and
charges to be levied against industry.

Recommendation 18 {paragraph 3.42 of Report 295)
The Committee recommends that:

The Department of Community Services and Health
examine the issue of a centralised Arug evaluation
agency and advise in the Finance Minute what
advantages and disadvantages the Department foresees
with such a proposal.

Response -

38. In theory, the advantages of an international
evaluation agemcy which had the respect of & significant
section of the world community would be overwhelming. 1In
reslity the likelihood of being able to establish such an
~organisation in the foreseeable future would seem, at
best, remote. This has been adequately demonstrated by
the practical difficulties in seeking tf establish
bilateral agr s {see resp to R ation 11), ,
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" 39, The Dbest hope would seem to 1lie in the European
Economic Community (EEC) managing to establish a
centralised body which could then form the nucleus for an
agency #s envisaged in the recommendation. However
despite statements of intent it is far from certain that
the EEC will be able to accomplish the first phase.

Recommendation 19 (paragraph 3.42 of Report 295)
The Committee recommends that:

The Department of Comrmunity Services and Health
consider the fast-track procedure for evaluating
Australian developed modifications to drugs which are
likely to have export potential.

Response

40, The Department has considered this suggestion but
does not feel that its responsibility extends to the
assessment of the export potential of particular products,
quite apart from whether it has the capacity to do so. It
is believed that top priority for svaluation should go to
those products which represent @ significant therapeutic
advance. Included in the category could, of course, be
Australian developed modifications to drugs which may in
turn have export potential.

National Drug Policy

Recommendation 20 (paragraph 2.79 of Report 295)
The Committee recommends that:

The Department of Community Services and Health
actively pursue the development of a national drug
policy. Extensive liaison should be undertaken with.
all interested parties.

Response

41. The Consumers Health Forum (CHF) has been active in
promoting the development of a national medicinal drug
policy for Australia, and has undertaken liaison with
interested parties. The Department has encouraged the
Forum in this endeavour.

-
42. The CHF released a report in April 1989 “Towards a
National Medicinal Drug Policy". The Forum has
recommended, inter alia, that. a Specialist Advisory
Committee be establisWéd to further develop s national
medicinal drug policy. The Department is considering its
response to this report.
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Recommendation 21 (paragraph 2.79 of Report 295)
The Committee recommends that:

The Department of Community Services and Health
provide, in the Finance Minute, its response to the
Report on Drug Education, together with a timetable
for implementing those recommendations it accepts.

Response

43, The Report on Drug Education needs to be considered
in the context of a wider agenda, including the Consumer's
Health Forum's Report on a NKational Medication Drugs
Policy, the proposed new therapeutic goods legislation,
the current focus on pharmaceuticals by the National
Campaign against Drug Abuse and prescriber education under
the Phamaceutical Benifits Scheme.

Accordingly the Secretary of the Department has
established a committee with the Chief Medical Adviser as
Chairman. The Committee is charged with develcping a
coordinated response to these reports and activities.

Recommendation 22 (paragraph 2.79 of Report 295)
The Committee recommends that:

The Department of Community Services and Health
explore ways in which pharmacists can contribute to
consuner education and ways that pharmacists®
reimbursement can be changed to acknowledge their
contribution.

Response

44. Pharmacist's remuneration has for many years included
an estimate of the proportion of dispensing time allocated
to patient counselling. This element is also included in
an updated data base study undertaken recently by the
Pharmaceutical Benefits Remuneration Tribunal that will be
the subject of public hearings in early June 1989.

45, The Government recently held 1lengthy negotiations
with the Pharmacy Guild over proposals to restructure
pharmacy remuneration. However, a range of restructuring
options proposed by the Government were rejected by the
Guild's executive, Pharmacy remuneration is likely to be
re-assessed by the Tribunal as part of the data base study.

48. As announced in the May 1988 economic statement the
Government proposes to spend $2m annually from 1988/89 to
encourage more appropriate use of prescription drugs. As
part of this initiative the Department is currently
developing a public awareness campaign that will involve
distribution of information material through pharmacists.
In addition the Department is funding the Pharmaceutical
Society of Australia to conduct a pilot study of the
Society's “"medi-reckoner®* designed ¢to educate elderly
patients in the proper use of their medication.
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Recommendation 23 (paragraph 2. 31 of Report 295)
The Committee recommends that:

The Department of Community Services and Health
review the terms of reference of the independent
advisory committees and review the activities of such
comnjttees and their inter-relationships to ensure
that coverage of the therapeutic goods program is
comprehensive and without duplication. Zach
committee in its separate terms of reference, should
give priority to those therapeutic goods which entail
8 high community risk.

Response

47. The terms of reference of the Australian Drug
Evaluation Committee (ADEC) and the Therapeutic Devices
Evaluation Committee (TDEC) have been rewritten to enable
an_ exchange of information and, in particular, for one
body to provide advice directly to the other. The new
terms of reference are such as to avoid gaps in the
functions of the two committees and due to their
complimentary nature allow easy referral of products to
the appropriate committee.

48. The Therapeutics Goods Committee (TGC) includes
representatives from consumer organisations and industry
and is external to the Department. The TGC essentially
addresses the preparation of standards.

49. The National Biclogical Standards Laboratory (NBSL)
Advisory Committee arose from the Ross Enquiry into
Commonwealth Laboratory Services and Facilities and
directs most of its attention to the administration and
internal workings of the NBSL Laboratories.

50. The TCG and NBSL Advisory Committee have 1little
regulatory responsibility and therefore do not duplicate
the responsibilities of the other committees.

Recommendation 24 (paragraph. 2.31 of Report 295)
The Committee recommends that:
The Therapeutic  Device Evaluation Committee, the
Australian Drug~ Evaluation Committee and the
Therapeutic Goods Committee should provide explicit
advice direct to the Minister.
Response
51. Their terms of reference provide for each committee
to report direct to the Minister. The Department, in

servicing these committees, will ensure that this
happens. At the same time it iz not realistic to expect .
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the Minister to cope with voluminous material often of a
highly technical nature unaided. Officers servicing the
Committees need to assist the Minister in receiving
committee reports by summarising their contents, in
identifying the more important or contentious issues and
providing background information where needed.

Statutory Authority
Recommendation 25 (paragraph 7.9 o.t Report 295)
The Committee recommends that:

The Department of Community Services and Health
consider the establishment of a statutory authority
which includes the evaluation, testing and
post-marketing surveillance functions. It should

also have responsibility for developing the national
drug policy.

Response

52. This is a matter to be considered by the Goverament.
However, consideration has been given by the Department to
the Therapeutic Goods Program being administered by a
statutory authority, Some of the perceived advantages of
3 statutory authority are:-

. a greater image of independence;

. that resources would be more responsive to
demand and less influenced by Budgetary
fluctuation;

. that recruitment difficulties which have

plagued the Program might be alleviated.

However it is considered that the major advantages
envisaged from a statutory authority can be achieved while
retaining the program within the Depsrtment.

Location of Drug Evaluation Function
Recommendation 26 (paragraph 7.13 of Report 295)
The Committee recommends that:
The Department of Community Services and Health
carries out comprehensive cost/benefit studies of

locating the drug evaluation function in a major
capital city.

—
Response
53, It i3 clear that any pxa:ipitous transfer would

cripple - the drug evaluation function. The critical issue
remains that of recruiting suitable personnel. If it
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appears that & long term solution to this problem lies in
relocating the functidn then the benefits of a carefully
orchestrated transfer would outweigh any costs. A number
of clinical evaluators have been located in Sydney and in
its most recent advertisements for medical officers the
Department indicated its willingness to consider such a
location. A preliminary assessment has been made of the
pros and cons of such a move. When decisions have been
finalised on legislation, charging, ° and future
organisational arrangements, the Department will again
look st the question of a wholesale transfer including
cost/benefit studies which would not only assess any move
from Canberra but would need to decide the merits of
different locations.

Recommendation 27 (paragraph 7.13 of Report 295)

The Committee recommends that:

The Department of Community Services and Health
carries out comprehensive cost/benefit studies of
co-locating the drug evaluation and laboratory
functions. The question of co-location of drug
evaluation with 1laboratory functions should be
reconsidered.

Response

54. The Public Works Committee recommendation that work
commence on the new laboratory facility for NBSL at
Symonston in the ACT was approved by Federal Parliament on
10 April 1989. The Government. decided. that the new
laboratory building would not accommodate the drug
evaluation function. This would not preclude the
co-location of a free standing office block on the same
site and this option is being evaluated within the context
of the broader locational considerations.

Fees .
Recommendation 28 (paragraph 7.30 of Report 295)
The Committee recommends that:
The Department of Community Services and Health
report in the Finance Minute on progress made in
developing a fees policy.
Response

55. Proposals on a fees policy have been developed byxe
working party from the Departments of Community Services
and Health, Finance and 1Industry, Technology and
Commerce. Four Industry organisations. were formally
consulted by the working party. A They are the Australian
Pharmaceutical Manufacturer Association, the Proprietary
Association of Australia, the Australian Medical Devices
and Diagnostics Association and the Nutritional Foods
Association. In addition to face-to-face discussions,
each provided detailed written responses: final
proposals, along with industry comments, are now being
considered by Government,
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The Committee recommends that:

The Department of Community Services and Health, in
developing a fee structure, should not allow
cross-subsidisation for evsluation or other costs by
one category of goods in respect of any other.

Response

$6. It was recognised in discussions with industry that
the original pattern of charges advanced in those
discussions did involve significant cross-subsidisation
between categories of goods. The proposals put to the
Government were accordingly modified in an effort to
minimise any cross-subsidisation between categories.
However, it is inevitable that a broadly based system of
fees and charges will"™ give rise to some
cross-subsidisation.

Recommendation 30 (paragraph 7.30 of Report 295%5)

The Committee recommends that:

The Department of Community Services and Health, in
considering the establishment of a statutory
asuthority, concurrently develop a funding proposal
for such a statutory authority.

Response

57. An analysis of funding requirements was undertaken in
conjunction with the consideration of future
organisational arrangements and the development of
charging proposals.
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58, The funding requirement was assessed at $30M p.a. as
summarised below.

A. Appropriation as per Budget for Therapeutic Goods
Program

(Explanatory Notes for 88/89)

$million
Includes
Salaries Administrative Expenses and
Capital Works and Services $ 13.1

B. Corporate on-costs for current resources,

Includes
below the line salaries, superannuation,
compensation, corporate suppost,
accommodation and opportunity cost of
capital. $ 10.5

€. Additional resources
(including corporate on-costs)
as above, at $2.9 million)
to facilitate

(a) Improvement of service levels (enhancement)

{b) Administration of new legislation
(legislation)

(c) To upgrade resource to adequate functional
level (catch~up and maintenance)

$ 6.3
Total - § 29.9

59. This costing, in accordance with the Department of
Finance "Guidelines for Costing Government Activities*,
includes all “"on-costs® such as superannuation and
accommodation and reflects current activities and
organisational structures, I1f the Government were to
establish a statutory authority, there would be additional
establishment costs plus ongoing running costs not
included above.

60. As with the proposal to establish the Statutory
Authority, the source of the above funding would be a
matter for the Government.

Recalls
Recommendation 31 (paragraph 6.19 of Report 295)
The Committee recommends that:
The Department of Community Services and Health
monitor media outlets to assess to what extent media
zel ning level recalls are given

impediate and thorough publicity. If, following such
a8 review, the extent of publicity is not adequate,

the Department should determine =~ whether
advertisements could be placed more expeditiously and
prominently.
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Response

61. Media response to notice of consumer level recalls is
now being monitored by a commercial service. After a
suitable period the results will be analysed and the need
for enhanced publicity assessed.

Recommendation 32 (paragraph 6.19 of Report 295)
The Committee recommends that:

The Department of Community Services and Health
investigate and institute other mechanisms whereby
information concerning retail and consumer level
recalls can be brought to public attention.

Response

62. The Department uses “Medianet®, a computerised news
information system, to ensure that its press releases
concerning consumer level recalls are as widely circulated
as possible,

63. Revertheless, it has been found that the ethnic media
does not make extensive use of “Medianet®. Accordingly
media releases concerning consumer level recalls are now
being posted directly to all ethnic media organisations.
The 008 number for recall information listed is now listed
in the front of the telephone directories. Consideration
is being given to the routine publishing of details of
retail level recalls.

Adverse Reactions
Recommendation 33 (paragraph 6.25 of Report 295)
The Committee recommends that:

The Department of Community Services and Health
encourage all possible reports of adverse reactions
to therapeutic goods to be made to the Department.

Response

64. The Department will continue to encourage the
reporting of adverse reactions by health professionals.
This includes ardicles in the Adverse Drug Bulletin,
exposure of trade displays and direct communication.
Reservations remain concerning the encouragement of direct
consumer reporting. The value of spontaneous consumer
reports has been questioned and any reports of an
unstructured nature snd lacking key clinical details are
of little use in drug safety surveillance. Revertheless
the Department would support future research into ways by
which consumer reporting might be effectively utilised in
adverse reactions monitoring. It has recently invited
direct reporting from. consumers on their exzperiences with
Copper 7 intra-uterine contraceptive device. This will
enable the Department to assess its capacity to
effectively use such information.
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Advertising and Promotion

Recommendation 34 (paragraph 6.32 of Report 295)
The Committee recommends that:

The Department of Community Services and 'Health
commence monitoring of advertising, electronic and
printed, to assess whether it complies with the
guidelines.

Response

65. The Department currently approves the electronic
advertising of over-the-counter medicines. The Australian
Publishers Bureau approves print media advertisements of
these products. Negotiations are underway with the
Proprietary Association of Australia (PAA) for it to
approve z11 electronic and print advertisements for such
products.. The Australian Pharmaceutical Manufacturers
Association (APMA) regulates the advertising of
prescription products in professional journals. Such
self-regulation is in 1line with general Government
philosophy.

66, There is no routine monitoring but the Department
reacts to external complaints and registers complaints
with the appropriate bodies. There is evidence the APMA
is achieving greater success with its self-regulation, and
this will be reviewed before the end of a trial which is
to be completed at the end of 1589. 1In the absence of
compelling evidence to support Department monitoring
these resources can be put to more productive use.

Recommendation 35 (paragraph 6.32 of Report 295)
The Committee recommends that:

The Department of Community Services and Health

should wmonitor the promotional activities of

manufacturers as part of the national drug policy.
Response

67. It is strategically @ifficult to monitor non-media
promotion due to the many forms that it takes.

68. At the moment the De?utment investigates promotional
activities on a case by case basis. The question of some
form of monitoring will be considered when priority
setting under a national drug policy is addressed.

—/
e Kot AiaT~
M 5 KEATING
SECRETARY
Department of Finance
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SUPPLEMENT TO DEPARTMENT OF FINANCE MINUTE

The original Department of Finance Minute on JCPA Reéport No.
295 noted that a number of the Committee's recommendations -
namely, Nos. 1, 25, 26, 28 and 30 - required consideration by
the Government, and that the Committee would be notified as
decisions were made by the Government.

2. With the exception of recommendation 26, the Government has
now considered matters raised in these recommendations and
supplementary responses are provided below:

Department of Community Services and Health

Legislation

Recommendation 1 (paragraph 2.63 of Report 295)

The Committee recommends that:

The Department of Community Services and Health should ensure
full consultation with all interested parties including the
States and industry and consumer groups and that urgent efforts
be made to ensure introduction of the bill for uniform national
legislation to control therapeutic goods into the Parliament in
the Autumn sittings 1989 with a commencement date no later than
1 Janvary 1990.

Supplementary Response

3. As mentioned in the original Finance Minute, it was not
possible to prepare a2 bill in time for the Autunn sittings of
1989, The Government has decided that legislation will be

introduced in the Budget session, to come into effect from 1
March 1990.

Statutory Authority
Recommendation 25 (paragraph 7.9 of Report 295)

The Committee recommends that:

The Department of Community Services and Health consider the
establishment of a statutory authority which includes the
evaluation, testing and post-marketing surveillance functions.
It should also have responsibility for developing the national
drug policy.

Supplementary Response

4. The Government has decided that the activities of the

Therapeutic Goods Program will be carried out through a Group 2

Trust Account within the Department, rather than a statutory

authority. Use of such a Trust Account will allow some
g t independ and flexibility in resource use.
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2.

Location of Drug Evaluation Function
Recommendation 26 (paragraph 7.13 of Report 295)

The Committee recommends that:

The Department of Community Services and Health carries out
comprehensive cost/benefit studies of 1locating the drug
evaluation function in a major capital city.

Supplementary Response

S. In the event, this matter was not considered by the
Government .

6. As foreshadowed in the original Finance Minute, this matter
has been reviewed by the Department and it has been decided not
to change the principal 1location of the drug evaluation
function. However, the potentisl for recruiting to a satellite
unit in one or more of the major capital cities is’currently

being assessed.

Fees .

Recommendation 28 (paragraph 7.30 of Reéott 295)
The Committee recommends that:

The Department of Commwunity Services and Health report in the
Pinance Minute on progress made in developing a fees policy.

Supplementary Response

7. The Government has decided that 50% of the cost of the
Program will be recovered by fees and charges on industry.
Such. charging is to commence from 1 July 1990.

Recomnmendation 30 (paragraph 7.30 of Report 295)

The Committee recommends that: .

The Department of Community Services and Health, in
considering the establishment of & statutory authority,
concurrently develop a funding proposal for such a statutory
authority.

Supplementary Response

8, See supplementary resp to R ; dation 25.
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