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About the Committee

Functions

The Public Accounts and Estimates Committee is a joint parliamentary committee
constituted under the Parliamentary Committees Act 2003 (the Act).

The Committee comprises ten members of Parliament drawn from both Houses
of Parliament.

The Committee carries out investigations and reports to Parliament on matters
associated with the financial management of the State. Its functions under the Act
are to inquire into, consider and report to the Parliament on:

e any proposal, matter or thing concerned with public administration or public sector
finances

e the annual estimates or receipts and payments and other Budget papers and any
supplementary estimates of receipts or payments presented to the Assembly and
the Council

e audit priorities for the purposes of the Audit Act 1994.

The Committee also has a number of statutory responsibilities in relation to the Office of
the Auditor-General and Parliamentary Budget Officer.
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Chair’s foreword

Each year the Public Accounts and Estimates Committee scrutinises how the Victorian
Government has spent its budget and the outcomes that have been achieved for the
community. It is an important function of the Committee with spending of public funds
totalling $134 billion in 2017-18 and 2018-19. This year the Committee had to combine
two financial years into the one report. The inquiry was further delayed by the State
election and devastating bushfires in December 2019-January 2020.

The report contains 50 recommendations to government and 2 recommendations for
the consideration of Court Services Victoria. Many of the Committee’s recommendations
identify opportunities for better performance information to be made available on areas
of significant public expenditure. The recommendations also call for greater clarity
regarding the impacts of public investment in a number of portfolios.

| would like to thank the Premier, Treasurer, Ministers and departmental officials for

the valuable information they provided to the inquiry. | would also like to recognise the
inquiry work undertaken by my colleagues on the Committee—Richard Riordan MP
(Deputy Chair), Sam Hibbins MP, David Limbrick MLC, Gary Maas MP, Danny O’Brien MP,
Pauline Richards MP, Tim Richardson MP, Ingrid Stitt MLC and Bridget Vallence MP.

Finally, I acknowledge the PAEC Secretariat, led by Caroline Williams, for its hard work
on the report. | would also note Lead Analysts Jess Strout and Janithri Wickramaratne
and consultant Steven Vlahos’ sound advice and support throughout the inquiry.

| commend our report for your consideration.

‘é. -E\NN- —-_—

Lizzie Blandthorn MP
Chair
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Executive summary

Chapter 2: Whole of Government review

The Victorian Government reported a general government sector (GGS) operating
surplus of $2.3 billion in 2017-18 and $1.4 billion for 2018-19. The reduced operating
surplus in 2018-19 compared to 2017-18 was due to increased expenditure on service
delivery and reduced land tax duty from the property market downturn.

The GGS revenue is largely comprised of grant revenue (48%) and taxation revenue
(34%). Output expenditure relates to the delivery of services, such as education, health,
transport, public order and safety. The Department of Health and Human Services
reported the highest output expenditure—34% in 2018-19. Employee expenses—37% in
2018-19—was the largest component of GGS expenditure.

Net debt and the State’s infrastructure spend has continued upwards with GGS net debt
at $22.4 billion at the end of the financial year in 2019, $2.4 billion higher than in 2018.
Major transport infrastructure projects included the Level Crossing Removal Project,
Metro Tunnel Project, North East Link Project and the West Gate Tunnel project.

While the GGS reported a positive operating surplus, the State of Victoria which
includes Public Non-Financial Corporations and Public Financial Corporations sectors
reported a net deficit in both 2017-18 and 2018-19.

Victoria’s economy performed well against forecast key economic indicators in 2017-18
and 2018-19. However the inflation rate and wage growth were lower than forecast
reflecting spare capacity in the economy.

The Victorian Government introduced its Social Procurement Framework (SPF) in

April 2018. Departments have taken different approaches to reporting the outcomes
achieved under SPF in 2018-19 Annual Reports while some departments did not report
on their framework.

The Committee requested information from departments about any reviews and studies
undertaken in 2017-18 and 2018-19. The Committee notes that the total cost to the
State to undertake 106 reviews/studies in 2017-18 was approximately $24 million and
to undertake 124 reviews/studies in 2018-19 was approximately $29 million. Data from
DHHS was not supplied.

Inquiry into the 2017-18 and 2018-19 financial and performance outcomes xiii
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Chapter 3: Department of Health and Human Services

In 2017-18 the Department of Health and Human Services (DHHS) had a budget
of $23.2 billion while the actual expenditure was $23.3 billion, representing a
0.3% variance. In 2018-19 DHHS had a budget allocation of $25 billion while the
actual expenditure was $24.6 billion representing a 1.5% variance.

There was a significant underspend across both 2017-18 and 2018-19 on Family
Violence Service Delivery (underspend of $99 million) and concessions to pensioners
and beneficiaries (underspend of $347 million). DHHS employee expenses continued
to increase in both years due to the higher level of activity in health services.

Overall DHHS achieved or exceeded more than 85% of the performance measures in
2017-18 and 2018-19. There were eight performance measures that were not met in
2017-18 and 2018-19. The Committee examined five of the eight areas more closely.

In 2018-19 DHHS reported that over 77,160 Victorians with a disability had transitioned
to the NDIS. However across 2017-18 and 2018-19, the results of the NDIS participants
initiative were below target—by 28.7% in 2017-18 and 32.2% in 2018-19. This delay

led to Specialist Disability Accommodation being vacant for more than 60 days in

both years and the development and review of client disability support plans was also
impacted by the NDIS delay.

The total number of social housing dwellings in Victoria decreased by 1,187 from
2017-18 to 2018-19. DHHS acquired 884 social housing dwellings in 2017-18 which was
194 below the 1,078 target. The target for social housing dwellings acquired in 2018-18
was revised down to 870. The 2017-18 Budget established a $1 billion Social Housing
Growth Fund to deliver more social housing.

DHHS did not meet all of family violence service delivery performance measure targets
in 2017-18. It only met half of these targets in 2018-19. In 2017-18 there were 5,790
frontline workers who did not receive training in Family Violence Risk Assessment.

In both years DHHS was unsuccessful in establishing the targeted number of Support
and Safety Hubs.

In relation to the demand for emergency services, there were several performance
measures where DHHS performed below target. Emergency patients admitted to a
mental health bed within eight hours performance was 28.1% below target in 2017-18
and 33.8% below target in 2018-19. In addition, emergency patients treated within the
clinically recommended time was 9.3% below target in 2017-18 and 10.6% below target
in 2018-19. The proportion of ambulance patient transfers within 40 minutes was below
target in both years.

Under the Drug Services output (Drug Prevention and Control sub-output), the result
for the number of phone contacts from family members seeking support was 25.9%
below target in 2017-18 and 30% below target 2018-19. Furthermore under the Child
Protection and Family Services output, the number of family services cases provided to
Aboriginal families was 1% below target in 2017-18 and 17.5% below target in 2018-19.

Public Accounts and Estimates Committee
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Chapter 4: Department of Education and Training

In 2017-18 the Department of Education and Training (DET) had a budget allocation of
$14.0 billion while the actual expenditure was $13.7 billion. In 2018-19 DET had a budget
allocation of $14.9 billion while the actual expenditure was $14.5 billion.

In 2017-18 and 2018-19 the DET achieved or exceeded more than 70% of its
performance measures.

DET’s School Focussed Youth Service program provides support for vulnerable students
at key transition points. There were 12,107 students in 2017-18 and 12,944 students

in 2018-19 who benefited from this program. DET noted that the extent to which the
program has met the needs of at risk young people in their communities is difficult to
determine based on the limited outcomes data.

DET’s Science Graduate Scholarships aims to increase the number of teachers trained in
science, technology, engineering and mathematics (STEM) by providing an incentive for
science graduates to undertake teaching qualification in STEM. Despite the incentives in
place, DET’s latest Teacher Supply and Demand Report 2017 indicated a low supply of
STEM teachers.

The number of government subsidised course enrolments, number of government
subsidised enrolments by students living in regional Victoria and number of students
without Year 12, or Certificate Il or above, enrolled in a government subsidised course
at Certificate Ill or above were all below target for 2017-18 and 2018-19. These
performance measures have subsequently been revised with lower targets in the
2019-20 Budget.

In 2017-18 and 2018-19 there were five school building projects where the total actual
cost of school building projects was more than 10% higher than the Total Estimated
Investment.

DET’s Kindergarten Information Management system (KIM) is an online system for
kindergarten funding applications, data collection and reporting. The project was
listed under the High Value High Risk (HVHR) framework, meaning it would be subject
to more rigorous scrutiny and approval processes. However DET stated that the KIM
Reform Project was removed from the HVHR process and any future gateway reviews.

The percentage of government primary and secondary students receiving equity
funding were below the targets for 2016-17, 2017-18 and 2018-19. The DET annual
reports do not specify the equity funding allocated to individual schools. However the
performance measures indicate that the total available funding to maximise the ability
of schools to assist socially disadvantaged students has not been spent.

Inquiry into the 2017-18 and 2018-19 financial and performance outcomes XV
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Chapter 5: Department of Transport

The Department of Transport replaced the former Department of Economic
Development, Jobs, Transport and Resources (DEDJTR) following Machinery of
Government changes on 1 January 2019. DoT supports the six ministerial portfolios
Transport Infrastructure, Public Transport, Ports and Freight, Roads, Road Safety and
the Transport Accident Commission (TAC) and Fishing and Boating.

DEDJTR’s 2017-18 Budget for the outputs transferred to DoT in 2018-19 was

$7.4 billion. Actual expenditure for the 2017-18 financial year was $7.7 billion
representing a variance of 3.8%. In 2018-19 DoT had a budget allocation of $8.4 billion
while the actual expenditure was $8.6 billion representing a 3.1% variance.

In 2017-18 DEDJTR achieved or exceeded more than 68% of its performance measures
related to DoT outputs and in 2018-19 DoT achieved or exceeded 62% of the
performance measures. There were eight performance measures that were not met
both in 2017-18 and 2018-19.

The punctuality of regional train services remained below performance expectations
across 2017-18 and 2018-19. The 2016-17 Budget allocated $1.3 billion to improving
regional rail services across Victoria and the 2017-18 Budget allocated an additional

$920 million to upgrade all regional passenger lines across Victoria.

Performance targets for the completion of major periodic maintenance works for tram
services were not achieved in 2017-18 and 2018-19. Outcomes were substantially
below the 100% target in both years with only 70% of planned periodic maintenance
works completed.

Timeliness targets for the completion of the annual metropolitan road maintenance
program were not met in 2017-18 and 2018-19. Performance against this measure
declined across the period with the proportion of the annual maintenance program
completed within agreed timeframes declining from 94% in 2017-18 to 80% in 2018-19.

Chapter 6: Department of Justice and Community Safety

Department of Justice and Community Safety (DJCS) replaced the former Department
of Justice and Regulation (DJR) following Machinery of Government changes on
1 January 2019.

The 2017-18 budget for DJR was $6.9 billion. Actual expenditure for the year was
$7.0 billion, representing a variance of 2.1%. In 2018-19 DJCS’ budget was $7.6 billion.
Actual expenditure for the year was $7.8 billion, representing a variance of 2.8%.

In both 2017-18 and 2018-19 DJCS achieved or exceeded 60% of the performance
measures. There were about 10 performance measures that were not met in both
2017-18 and 2018-19.
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The Access to Justice Review made 60 recommendations focused on providing better
legal information, more flexible and integrated services, better use of technology,

and stronger leadership, governance and linkages across the sector. In 2017-18 DJR
reported it was leading a significant work program across government to implement the
accepted review recommendations (57) in conjunction with departments, agencies, the
courts, and the Victorian Civil and Administrative Tribunal (VCAT). In its 2018-19 Annual
Report, DJCS advised that work on implementing the recommendations continued
during 2018-19.

In 2017-18 the Department purchased a new IT solution known as the Victorian
Infringement Enforcement and Warrants (VIEW) system to support the new legislative
framework and Fines Victoria. However the Committee noted the system has since
experienced substantial delays and implementation challenges which have adversely
affected the processing of infringements, warrants and persons impacted by these
issues.

In addition performance targets for the two measures—‘warrants actioned’ and
‘clearance of infringements within 180 days’—were not met due to the delayed delivery
of functionality from the new IT system which was rolled out on 31 December 2017.
DJCS noted this led to a reduction in enforcement activity and functionality for Sheriff’s
Officers to action warrants.

DJCS implemented a new core business system for Births, Deaths and Marriages
Victoria (BDM) in February 2019 known as Registry Information Online (RIO). In
2018-19 timeliness performance in processing completed applications for certificates
declined from 100% in 2017-18 to 78.2%.

The State’s inaugural Community Safety Statement 2017 outlines a range of community
safety outcomes the Government and Victoria Police seek to achieve. Of the 56
Community Safety Statement Initiatives and found 13 were completed, 33 were
progressing, and 10 initiatives had transitioned to business as usual activities.

Chapter 7: Department of Environment, Land, Water and
Planning

In 2017-18 the Department of Environment, Land, Water and Planning (DELWP)

had a budget allocation of $2.14 billion while actual expenditure was $2.06 billion,
representing a 3.5% variance. In 2018-19 DELWP had a budget allocation of $2.38 billion
while actual expenditure was $2.67 billion representing a 12.1% variance.

In 2017-18 and 2018-19 the DELWP achieved or exceeded more than 80% of its
performance measures.

A Treasurer’s Advance is one mechanism that exists for a department to request
additional funding to meet any urgent or unforeseen claims. DELWP received funding
through Treasurer’s Advances after the Budget for the fire suppression program, solar
Homes Program and solar panels for renters and Land Use Victoria.

Inquiry into the 2017-18 and 2018-19 financial and performance outcomes xvii
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In both 2017-18 and 2018-19 'Reducing Bushfire Risk’ was one of DELWP’s programs
that did not deliver its planned outcomes in the community. In both 2017-18 and
2018-19 DELWP did not meet the target for treating strategic fire access roads and fuel
breaks to manage safety risks posed by dangerous trees. In 2018-19 the ‘Powerline
Replacement Fund’ was also one of DELWP’s underperforming programs that did not
deliver the planned outcomes. The Powerline Replacement Fund replaces powerlines in
the highest risk bushfire areas with insulated overhead, underground powerlines or new
conductor technologies.

The Solar Homes program was launched after the 2018-19 Budget and the Government
subsequently announced it would provide a further $1.3 billion for the program over the
next ten years.

DELWP did not meet its target for the number of days taken to assess a planning
scheme amendment. The median number of days taken to assess a planning scheme
amendment was 39 days in 2017-18, 14 days longer the target or a 56% variance, and
62 days in 2018-19, 37 days longer than the target or a 148% variance.

Chapter 8: Department of Jobs, Precincts and Regions

The Department of Jobs, Precincts and Regions (DJPR) was created on 1 January 2019
following Machinery of Government changes resulting in it being responsible for the
non-transport portfolios formerly within the Department of Economic Development,
Jobs, Transport and Resources (DEDJTR).

In 2017-18 DEDJTR had a budget allocation of $2.125 billion for the outputs related to
DJPR while the actual expenditure was $2.13 billion, representing a variance of 0.2%.
In 2018-19 DJPR had a budget allocation of $2.5 billion while the actual expenditure
was $2.5 billion, representing a variance of 3.7%.

Underspends were evident in both years across several outputs with the largest
variations related to the Resources, Regional Development, Industry and Enterprise
Innovation, and Sport, Recreation and Racing outputs.

In 2017-18 and 2018-19 the DJPR achieved or exceeded more than 80% of its
performance measures. Performance measures that were not met in both 2017-18
and 2018-19 included the Victorian Gas Program and resources projects.

Victoria remained Australia’s largest state exporter of food and fibre products in both
2017-18 and 2018-19. In 2018-19 Victoria’s food and fibre exports were valued at
$14.2 billion and the Government has a target to grow Victoria’s food and fibre exports
to $20 billion by 2030. In 2018 the Government announced $15 million to the Taste
Victoria initiative to grow Victoria’s food and fibre exports.

The targets for the delivery of key milestones for the Victorian Gas program and targets
for the delivery of resources projects were not achieved in both 2017-18 and 2018-19.

Public Accounts and Estimates Committee
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The state’s creative industries strategy Creative State 2016-2020 initiatives supported
the growth in attendance for Victoria’s state owned arts and cultural institutions and
consequently the employment in the creative industries. Under the Creative Victoria Act
2017, a new strategy must be developed every four years to guide the Government’s
investment and initiatives. Creative Victoria was developing the next strategy at the
time of this review.

Chapter 9: Court Services Victoria

In 2017-18 Court Services Victoria (CSV) received a budget allocation of $532.2 million
while the actual expenditure was $538 million, representing a 1.1% variance. In 2018-19
CSV had a budget allocation of $615.8 million while the actual expenditure was
$608.8 million representing a 1.1% variance.

In 2017-18 CSV reported the Courts Council endorsed international ‘excellence
frameworks’ as court, tribunal and judicial support management models to guide
continuous development and improvement. The three excellence frameworks

relevant to CSV are: the International Framework for Court Excellence (for courts);

the International Framework for Judicial Support Excellence (for Jurisdiction Services
and the College); and the Tribunal Excellence Framework (for VCAT). In 2018-19 CSV
acknowledged its current suite of performance measures address four of the 11 Global
Measures of Court Performance.

In August 2018, the Government announced an investment of $12.3 million over four
years in Victorian courts and tribunals towards the fourth phase of the Aboriginal
Justice Agreement (AJA). In 2018-19 CSV reported locations for the Koori Court
expansion were endorsed by the Aboriginal Justice Caucus in February 2019. The fourth
phase of the Aboriginal Justice Agreement acknowledges that the over representation
of Aboriginal people in the criminal justice system remains high, and the conditions that
led to the signing of the first Agreement remain as valid today as they were in 2000.
Although the numbers and rates of Aboriginal people involved in the Victorian criminal
justice system are lower than most other Australian jurisdictions, they are high when
compared to the non-Aboriginal population and are continuing to increase.

In response to the recommendations from the Royal Commission into Family Violence,
CSV upgraded safety and security at 16 priority courts, implemented a new and
expanded security contract to deploy Courts Security Officers at Victorian courts and
tribunals and is in the implementation phase in rolling out a modern case management
system for the Magistrates’ Court and Children’s Court.

Chapter 10: Department of Premier and Cabinet

In 2017-18 the Department of Premier and Cabinet (DPC) received a budget allocation
of $664 million while the actual expenditure was $533 million, representing a 19.7%
variance. In 2018-19 DPC had a budget allocation of $749 million while the actual
expenditure was $717 million representing a 4.2% variance.
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In 2017-18 and 2018-19 the DPC achieved or exceeded more than 80% of its
performance measures.

In 2018-19 under the ‘Aboriginal policy, strengthening Aboriginal cultural heritage and
communities’ output, the total output cost was $10.1 million lower than the target.

DPC’s Pick my Project funded local community projects. The Premier’s Jobs and
Investment Fund (PJIF) funded a range of projects which contributed to industry
growth and job creation across emerging and high-growth industries in Victoria.

The 2018-19 Budget allocated $500,000 for the development of a Women in
Construction Strategy. While the strategy was published in October 2019 and will be
implemented in 2019-20.

Under the public sector integrity output, the quantity performance measure—
proportion of Independent Broad-based Anti-corruption Commission (IBAC)
investigations into corrupt public sector conduct completed within 12 months—was
20% below target in 2017-18 and 44% below target in 2018-19. Under the same output,
the timeliness performance measure - Timeline agreed by Freedom of Information (FOI)
applicants for completion of reviews is met—was 30% below target in 2017-18 and 73%
below target in 2018-19.

Chapter 11: Department of Treasury and Finance

In 2017-18 Budget allocated $294.3 million while the actual expenditure for the year was
$303.7 million representing a 3.2% variance. In 2018-19 Budget allocated $348.2 million
while the actual expenditure for the year was $403.8 million representing a 16.0%
variance.

Revenue certification is the process by which a department submits an invoice to DTF
to request the funding provided to deliver outputs and assets. Before each revenue
certification, DTF assesses the actual departmental output performance against agreed
performance measures. For two outputs, bus and train services and infringements and
warrants, DTF fully certified the invoice albeit some performance measures not meeting
the target performance measures. The Committee notes that the specific performance
measures that DTF assessed as not being met at the time the associated invoice was
fully certified are not publicly available.

Chapter 12: Parliament, the Victorian Auditor-General’s Office
and Parliamentary Budget Office

In 2017-18 $175 million was allocated to the Victorian Parliament while the actual
expenditure for the year was $158 million representing a 9.7% variance. In 2018-19
$183 million was allocated while the actual expenditure for the year was $169 million
representing an 8.3% variance. Completion of the new Parliament House annexe
building works was one of the main challenges experienced by the Parliamentary
departments over the 2017-18 and 2018-19 period.
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Executive summary

In both 2017-18 and 2018-19 Budget allocated $44 million to the Victoria
Auditor-General’s Office while the actual expenditure for the year was $43 million
representing a 2.2% variance.

In 2018-19 $3.3 million was allocated to the Parliamentary Budget Office while actual
expenditure for the year was $4 million representing a 22.5% variance.
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Recommendations

2 Whole of government review

RECOMMENDATION 1: The Department of Treasury and Finance (DTF) consider
reporting on the actual revenue forgone and/or earned from individual revenue
initiatives announced in State Budgets across the forward estimates. 18

RECOMMENDATION 2: All departments consider publishing their Social Procurement
Strategies to enhance transparency and enable the evaluation of performance against
strategic priorities. 20

RECOMMENDATION 3: The 20719-20 Model Report for the Victorian Government
Departments consider including guidance on the reporting of reviews and studies
undertaken by departments, including guidance on the associated costs and the

outcomes that are expected to be delivered. 23

RECOMMENDATION 4: The Government consider publishing the relevant annual
report on total government advertising expenditure for that year in a timely manner. 24

3 Department of Health and Human Services

RECOMMENDATION 5: The Department of Health and Human Services consider

making publicly available the performance and monitoring regime which tracks the

quality of services provided through the National Disability Insurance Scheme to

Victorians. 35

RECOMMENDATION 6: To enable a complete picture of the State’s social housing

stock, the Department of Health and Human Services consider publishing both

acquisitions, sales and the closing balance of social housing dwellings in its annual

report. 38

RECOMMENDATION 7: To enable evaluation of the effectiveness and efficiency

of the Social Housing Growth Fund, the Department of Health and Human Services

consider developing performance measures to assess the outcomes delivered by the

fund; and include in its annual reports, information about the balance of the fund and

what construction and rental support has been provided from the fund. 39
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XXiv

RECOMMENDATION 8: The Department of Health and Human Services consider
developing performance measures to report on the annual number of women and
children that are being hospitalised due to family and domestic violence and domestic
homicide rate in Victoria.

RECOMMENDATION 9: The Department of Health and Human Services consider
developing and publishing a performance measure to gauge the outcomes of the
telephone helpline for men regarding family violence.

RECOMMENDATION 10: The Department of Health and Human Services develop
performance measures to track the quality and the number of services provided under
the Voluntary Assisted Dying Act 2017 (Vic).

Department of Education and Training

RECOMMENDATION 11: The Department of Education and Training consider refining
the data collected on future stages of the School Focused Youth Program to determine
whether planned outcomes are achieved.

RECOMMENDATION 12: The Department of Education and Training consider
developing performance measures under the Training, Higher Education and Workforce
Development output to assess whether Victoria’s Vocational Education and Training
system is meeting the needs of employers and industries.

RECOMMENDATION 13: Where a project is removed from the High Value High Risk
process and any future gateway reviews, an explanation for the removal of the project
consider being published in either the relevant department’s annual report or the
subsequent year’s budget.

RECOMMENDATION 14: The Department of Education and Training consider
developing a performance measure to report the budgeted equity funding allocated to
schools and the actual funding spent.

RECOMMENDATION 15: The Department of Education and Training consider defining
what constitutes the ‘highest levels of achievement’ for the purpose of the Education
State target—Learning for life to enhance understanding of the impact of the initiative
and its relationship with NAPLAN.

42
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48

60

65

66

68

73
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Recommendations

5 Department of Transport

RECOMMENDATION 16: The Department of Transport consider revising its

performance measures for transport infrastructure to provide better insights into the

status of all major projects overseen by the Major Transport Infrastructure Authority,
including the impact of changes to initially approved budgets and timelines. 88

RECOMMENDATION 17: The Department of Transport consider developing
comprehensive performance measures covering the cost, quantity, quality, and

timeliness of all major funded initiatives comprising the Regional Revival Plan and

consider reporting publicly against these within the Budget papers and its annual

report. 90

RECOMMENDATION 18: The Department of Transport consider reviewing and

revising current performance measures relating to the accessibility of public transport to
ensure they provide sufficient insights into the compliance of all modes with the national
Disability Standards for Accessible Public Transport. 94

RECOMMENDATION 19: The Department of Transport and VicRoads consider
reviewing and strengthening the utility of publicly reported performance information
relating to the road pavement maintenance program. 95

RECOMMENDATION 20: The Department of Transport consider reporting on actions
taken to address issues impeding delivery of road and freight accessibility improvement
projects and the impact of funded initiatives within future annual reports. 97

6 Department of Justice and Community Safety

RECOMMENDATION 21: The Department of Justice and Community Safety consider
developing comprehensive performance measures and indicators for evaluating the
progress and impact of actions against the 57 recommendations of the Access to

Justice Review supported by the Government. 109

RECOMMENDATION 22: The Department of Justice and Community Safety consider
reporting publicly on the outcomes of its reviews of the delivery issues associated with

the Fines Victoria IT system, and on the progress and impact of actions being taken to
address these issues. 12
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Recommendations

XXVi

RECOMMENDATION 23: The Department of Justice and Community Safety consider
evaluating the lessons from the challenges experienced with the rollout of IT solutions

for Births, Deaths and Marriages Victoria and Fines Victoria and the actions taken to

embed improvements. 14

RECOMMENDATION 24: The Department of Justice and Community Safety consider
reviewing and, where possible, consider implementing the Community Safety Trustee’s
suggested improvements to the Community Safety Statement Outcomes Framework. 17

RECOMMENDATION 25: Consistent with the Community Safety Trustee’s
recommendation, the Department of Justice and Community Safety consider evaluating

the impact of funded community safety initiatives and report publicly on the insights

and actions arising in its Annual Report 2019-20 and on its website. n7

RECOMMENDATION 26: The Department of Justice and Community Safety consider
evaluating and reporting publicly on the outcomes achieved from the grants awarded
through its Community Crime Prevention Program. 18

RECOMMENDATION 27: The Department of Justice and Community Safety consider
reviewing and expanding the number of objective indicators for the correctional system

to provide comprehensive insights into the causes and impacts of performance trends

and issues. 19

RECOMMENDATION 28: The Department of Justice and Community Safety should
consider reporting on its progress on improving the performance and transparency

of Victoria’s prison system, and impact of actions taken to date in its Annual Report
2019-20. 120

RECOMMENDATION 29: The Department of Justice and Community Safety consider
evaluating and report publicly on the impact of the State’s investments since 2015-16

to reform and strengthen Community Correctional Services, its supervision and
management of offenders on community corrections orders and outcomes achieved. 122
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Recommendations

7 Department of Environment, Land, Water and
Planning

RECOMMENDATION 30: The Department of Environment, Land, Water and Planning
consider developing performance measures that set targets and provide performance
information on the income levels of the households receiving rebates under the Solar

Homes program, the number of new jobs created and the contribution to renewable

energy generation. 139

RECOMMENDATION 31: The Department of Environment, Land, Water and Planning
consider including in its annual reports details about the councils and projects that

receive funding (including the amount allocated) under the Growing Suburbs Fund, to
facilitate an assessment of the outcomes delivered to the community by the fund. 140

RECOMMENDATION 32: The Minister for Planning consider reviewing Ministerial
Direction 15—The Planning Scheme Amendment Process—made under the Planning

and Environment Act 1987 (Vic) to consider whether the timelines set for assessing

planning scheme amendments remain achievable. 141

RECOMMENDATION 33: The Department of Environment, Land, Water and Planning
consider ongoing reporting on performance measures that were not approved for
discontinuation by the Committee, in line with the 2078-19 Model Report for Victorian
Government Departments. 142

8 Department of Jobs, Precincts and Regions

RECOMMENDATION 34: The Department of Jobs, Precincts and Regions consider
developing comprehensive performance indicators covering all major funded initiatives
contributing to the Government’s Food and Fibre Sector Strategy and related objective

to increasing exports to $20 billion by 2030. 163

RECOMMENDATION 35: The Department of Jobs, Precincts and Regions consider
evaluating and reporting on the outcomes of the CarbonNet project to date, and the

State’s future directions for achieving the program’s initial Carbon Capture and Storage
objectives. 168

RECOMMENDATION 36: The Department of Jobs, Precincts and Regions consider
updating its Budget Paper 3 performance measures to ensure they permit assessment

of achievements against the Government’s objectives and targets within the Mineral
Resources Strategy 2018-2023. 169
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XXViii

RECOMMENDATION 37: The Department of Jobs, Precincts and Regions and
Creative Victoria consider evaluating and reporting publicly on the outcomes and
effectiveness of the Creative State Strategy.

Court Services Victoria

RECOMMENDATION 38: Court Services Victoria consider taking steps to ensure
future performance reporting against measures in the Budget Papers reliably reflect
all changes in funding and associated performance assumptions arising after the State
Budget is published.

RECOMMENDATION 39: Court Services Victoria consider expanding its budget
paper objective indicators and performance measures by incorporating additional
indicators from its excellence frameworks.

Department of Premier and Cabinet

RECOMMENDATION 40: In line with the 2017-18 and 2018-19 model reports, the
Department of Premier and Cabinet consider disaggregating financial information by
output not objective in future annual reports.

RECOMMENDATION 41: The Department of Treasury and Finance consider
amending the Model Report to require departments to outline in their annual reports
the underlying reasons for significant proportions of output funding not being spent in
a year and carried forward, and the subsequent impact on the delivery of services and
outcomes for that year.

RECOMMENDATION 42: For all future projects funded by grant initiatives and
investment funds, the Department of Premier and Cabinet consider developing and

publishing performance measures to evaluate the outcomes delivered to the community

by the projects.

RECOMMENDATION 43: The Department of Premier and Cabinet consider
publishing on its website details about the organisations and projects that received
LGBTIQ grant program funding (including the amount allocated) in 2016-17 and
2017-18.

171

179

182

193

197

199

200
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Recommendations

RECOMMENDATION 44: The Department of Premier and Cabinet consider

developing performance measures to assess the outcomes of the Women in

Construction Strategy in terms of the attraction, recruitment and retention of women

within the construction industry. 201

RECOMMENDATION 45: The Department of Premier and Cabinet consider
developing targeted initiatives to assist regional and rural communities apply for
multicultural grants. 202

RECOMMENDATION 46: The Department of Premier and Cabinet consider
establishing metrics for measuring progress or outcomes against the department’s
objective indictors and include this data in the Department’s 2020-21 annual report. 206

RECOMMENDATION 47: The 2019-20 Model Report for the Victorian Government
Departments consider including guidance on the reporting of the benefits or outcomes
of Machinery of Government changes. 208

Department of Treasury and Finance

RECOMMENDATION 48: In line with the 2017-18 and 2018-19 Model Reports, the
Department of Treasury and Finance consider disaggregating financial information by
output not objective in future annual reports. 214

RECOMMENDATION 49: Where the Department of Treasury and Finance
(DTF) certifies the initial revenue invoice following an assessment that the relevant
departmental outputs have not met performance measures, DTF consider publicly
reporting:

a. which performance measures were assessed as not being met by DTF at the time of
revenue certification

b. what, if any, ‘alternative, suitable and appropriate information’ was used as the basis
for revenue certification. 219

RECOMMENDATION 50: The Department of Treasury and Finance (DTF) consider
defining what constitutes a sustainable level of net debt as a percentage of Gross State
Product for the purposes of DTF’s Objective 1, Objective Indicator 2. 219
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Recommendations

RECOMMENDATION 51: The Department of Treasury and Finance consider

publishing guidance to explain the difference between the former economic funding

ratio and the current insurance funding ratio to enable appropriate scrutiny of the

financial sustainability of the Victorian Managed Insurance Authority and other relevant
bodies. 221

RECOMMENDATION 52: The 20719-20 Model Report for Victorian Government
Departments require the publication of information about the reasons for deferring
or calling dividends in annual reports to enhance transparency. 221
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AJA Aboriginal Justice Agreement
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CAC Capital Asset Charge
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1.1

1.2

1.3

Introduction

Terms of reference

The Parliamentary Committees Act 2003 (Vic) enables the Public Accounts and
Estimates Committee to assess how effectively and efficiently the public sector
delivered the initiatives and assets outlined in the State Budget.! It complements the
Committee’s scrutiny of the budget estimates by assessing what the government
achieved compared to what it planned to achieve.

This inquiry considers the Government revenue and expenditure and assesses the
financial and performance measurement information in annual reports. The scrutiny of
the outcomes of the 2017-18 State Budget was not conducted due to the proroguing of
the Parliament and the election in 2018. This inquiry therefore considers the outcomes
of the 2017-18 and 2018-19 State Budgets.

Objectives

The Committee’s inquiry into the 2017-18 and 2018-19 Financial and Performance
Outcomes examines:

* The outcomes delivered to the Victorian community
* The challenges and key issues managed by departments and agencies

e The Government’s expenditure and revenue compared to the budgeted expenditure
and revenue

* The outcomes achieved against the performance targets set at a departmental/
agency level.

Process

On 30 October 2019 the Committee sent a questionnaire to all departments.? It sought
information about department’s expenditure, revenue and the outcomes achieved. As a
result of the State election, bushfires over the summer of 2020 followed by the global
pandemic caused by the Coronavirus, the Committee did not hold public hearings for
the inquiry into the 2017-18 and 2018-19 Financial Performance and Outcomes.

This inquiry is primarily based on an analysis of the 2017-18 and 2018-19 annual reports
and responses to the Committee’s questionnaire. The information gathered during the
inquiry is published on the Committee’s website.

1 Parliamentary Committees Act 2003 (Victoria).

2 This includes Court Services Victoria.
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Chapter 1 Introduction

The Committee wishes to acknowledge the significant time and effort allocated by
departments and other entities across the public sector in preparing the responses to
the questionnaires.

Report structure

This report has 12 chapters including this introductory chapter.

Chapter 2: Whole of government review examines the revenue, expenditure and asset
investment of the Victorian Government in the 2017-18 and 2018-19 financial years
along with an analysis of the Victorian economy’s performance against forecasts. The
chapter also examines the social procurement framework and the cost of reviews and
studies undertaken by departments and Court Services Victoria.

Chapter 3 to 12 consider the expenditure, revenue and outcomes of departments and
Court Services Victoria. These chapters include analysis of key issues identified during
the Committee’s inquiry:

Chapter 3: Department of Health and Human Services

Chapter 4: Department of Education and Training

Chapter 5: Department of Transport

Chapter 6: Department of Justice and Community Safety

Chapter 7: Department of Environment, Land, Water and Planning
Chapter 8: Department of Jobs, Precincts and Regions

Chapter 9: Court Services Victoria

Chapter 10: Department of Premier and Cabinet

Chapter 11: Department of Treasury and Finance

Chapter 12: Parliament, the Victorian Auditor-General’s Office and the Parliamentary
Budget Office.?

3 The Department of Parliamentary Services is responsible for the provision of infrastructure resources and support services
to Members of Parliament and the Parliamentary departments of the Legislative Assembly and the Legislative Council.
The Victorian Auditor-General’s Office provides assurance to Parliament on the accountability and performance of the
Victorian public sector. The Parliamentary Budget Office provides policy costing and advisory services to all members of
Parliament.

Inquiry into the 2017-18 and 2018-19 financial and performance outcomes 3



Chapter 1 Introduction

1.5 Government response to the Committee’s previous
recommendations

The Committee’s Report on the 2016-17 Financial and Performance Outcomes made
43 recommendations to government.# In September 2018, the Government’s response
to these recommendations was tabled in the Parliament: 19 were supported, 19 were
supported in principle and one was placed under review by the Government.

The Government did not accept four recommendations.

4 Government of Victoria, Response to the Parliament of Victoria, Public Accounts and Estimates Committee, Inquiry into
2016-17 Financial and Performance Outcomes, 20 September 2018.

4 Public Accounts and Estimates Committee



2 Whole of government review

Findings

1.

The general government sector (GGS) revenue comprises largely of grant
revenue and taxation revenue. In 2017-18 total GGS revenue from transactions was
$64.6 billion, $3.7 billion higher than 2016-17. In 2018-19 total GGS revenue from
transactions was $69.6 billion, $5.0 billion higher than 2017-18.

The main component of general government sector (GGS) output expenses is
employee expenses—about 37%. In 2017-18 total GGS output expenses were
$62.3 billion, $4.1 billion higher than in 2016-17. In 2018-19 total GGS output
expenses were $68.2 billion, $5.9 billion higher than 2017-18.

The Victorian general government sector reported a net operating balance of
$2.3 billion in 2017-18 and $1.8 billion in 2018-19. The reduced net operating
balance in 2018-19 is due to increased service delivery in the public health sector,
community safety and education, and a reduction in land transfer duty from the
downturn in the property market.

Victoria’s non-financial public sector level of net debt increased by $2.8 billion
from 2017-18 to 2018-19. This increase primarily reflects the additional borrowings
required to finance the Government’s infrastructure program.

In 2017-18 and 2018-19 the State of Victoria recorded a net deficit from transactions
as a result of deficits within the public non-financial corporations and public
financial corporations sectors.

In 2017-18 and 2018-19 Victoria’s economy performed in line with forecasts for
its key economic indicators. However the Consumer Price Index continued to
moderate in 2018-19 and the Wage Price Index was also lower than forecast
in 2018-19.

The actual revenue forgone and/or earned from revenue initiatives announced
in the 2017-18 and 2018-19 Budgets is not measured and reported on by the
Department of Treasury and Finance.

The ability to assess the outcomes achieved under the Social Procurement
Framework is limited because the Social Procurement Strategies (SPS) for each
department are not publicly available and information on the outcomes achieved
against a department’s SPS is not included in the department’s annual report.

Inquiry into the 2017-18 and 2018-19 financial and performance outcomes 5



Chapter 2 Whole of government review

2.1

2.2

9. The following four departments did not report their overall social procurement
activities, including the number of social benefit suppliers engaged and the
corresponding expenditure, nor their performance against any social procurement
metrics: Department of Education and Training; Department of Justice and
Community Safety; Department of Jobs, Precincts and Regions; and Department
of Environment, Land, Water and Planning.

10. Based on the information provided by departments (excluding the Department
of Health and Human Services) and Court Services Victoria in their questionnaire
responses, the State finalised 106 reviews/studies in 2017-18 costing $24 million;
and finalised 124 reviews/studies in 2018-19 costing $29 million.

1. The total number of reviews and studies undertaken by departments was 117 in
2017-18 and 141 in 2018-19.

12.  The 2018-19 Model Report for the Victorian Government Departments does not
provide guidance on reporting the costs associated with reviews and studies
undertaken by departments, nor the outcomes that are expected to arise from
the reviews and studies.

13.  The Victorian Government Advertising Report for 2017-18 is publicly available.
For 2018-19, only the Victorian Government Advertising Plan 2018-19 is available.

Introduction

This chapter examines the whole of government financial results and the broader
economic performance of Victoria across 2017-18 and 2018-19.5 It also discusses the
following whole of government issues that are of significant public interest:

* Internal and external reviews and studies undertaken by government departments

¢ The Government’s Social Procurement Framework (SPF).

Financial analysis

The Victorian public sector comprises of three distinct sectors:

* The general government sector (GGS), which consists of government departments,
the Parliament, and government agencies which do not charge for the services they
provide (or charge significantly less than their costs, such as the Department of
Health and Human Services)

5 Chapters 3 to 12 of this report include department specific financial and performance analysis across 2017-18 and 2018-19.
The department specific chapters also review the performance of public non-financial corporations (PNFCs) such as water
corporations and the Treasury Corporation of Victoria.

Public Accounts and Estimates Committee



Chapter 2 Whole of government review

e The public non-financial corporations (PNFC) sector, which is made up of
government owned agencies that charge for the services they provide to cover
most of their costs (such as water corporations)

e The public financial corporations (PFC) sector, which provides financial services,
including loans and insurance (such as the Treasury Corporation of Victoria and the
Transport Accident Commission).

The GGS is the largest sector, accounting for the majority of the public sector’s revenue
and expenditure. This section of the chapter focuses on the financial performance of
the GGS.

2.2.1 Revenue

The Victorian GGS revenue from transactions is comprised of the following sources:

e Grant revenue is mainly comprised of contributions from the Commonwealth to
assist the State in meeting its general or specific service delivery obligations. Grants
also include grants from other jurisdictions®

» Taxation revenue is revenue earned from the State’s taxpayers’

» Sales of goods and services is the revenue from the provision of services and sale
of goods®

* Dividends and income tax equivalent revenue are mainly from the public
non-financial corporations (PNFC) and public financial corporations (PFC) sectors.
These revenues are based on the established dividend policy and the profitability
of the PNFCs and PFCs®

* Interest revenue includes interest earned on bank term deposits and other
investments and the unwinding over time of the discount on financial assets.'®

Figure 2.1illustrates the revenue composition of the Victorian GGS for 2018-19.

6 Department of Treasury and Finance, 2078-19 Financial Report: Incorporating Quarterly Financial Report No. 4, Melbourne,
2019, p. 38.

Ibid., p. 36.

Ibid., p. 37.

Ibid., p. 36.
10 Ibid.
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Figure 2.1 Victorian general government sector—revenue composition for 2018-19

Dividends, income tax equivalent and

_ val Interest revenue $1 billion (1%)
rate equivalent revenue $1 billion (1%)

) Other revenue® $3 billion (4%)
Sales of goods and services

$8 billion (11%)

Taxation revenue $24 billion (34%) —— Grant revenue $33 billion (48%)

a. Other revenue include resources received free of charge or for nominal consideration, royalties, fines, and other miscellaneous
revenue. A breakdown and description for other revenue is provided in the 20718-19 State Financial Report, p. 39.

Note: Percentages do not add to 100% due to rounding.

Source: Department of Treasury and Finance, 2018-19 Financial Report, p. 6.

Revenue composition for the GGS in 2017-18 was similar to 2018-19, apart from the
differences in grant revenue which accounted for 46% and taxation revenue which
accounted for 35% of all revenue, compared to 48% and 34% respectively.”

In 2017-18 total GGS revenue from transactions was $64.6 billion, $3.7 billion or 6.0%"
higher than 2016-17. This increase was mainly driven by higher Goods and Services

Tax (GST) grants from the Commonwealth and higher land transfer duty resulting from
increased activity in the commercial property sector;® moderated by a $783 million
prepayment that was recognised in 2016-17 from Port of Melbourne licence fees.™

In 2018-19 total GGS revenue from transactions was $69.6 billion, $5.0 billion or 7.8%'
higher than 2017-18. This increase is mainly attributable to higher land tax revenue as

a result of a higher property revaluations in 2018 and higher payroll tax reflecting the
strong labour market, which was partially offset by lower land transfer duty revenue due
to weakened property prices and lower transaction volumes.

FINDING 1: The general government sector (GGS) revenue comprises largely of
grant revenue and taxation revenue. In 2017-18 total GGS revenue from transactions
was $64.6 billion, $3.7 billion higher than 2016-17. In 2018-19 total GGS revenue from
transactions was $69.6 billion, $5.0 billion higher than 2017-18.

1 1Ibid, p.6.

12 Department of Treasury and Finance, 2077-18 Financial Report: Incorporating Quarterly Financial Report No. 4, Melbourne,
2018, p. 6 (Committee calculation).

13 Ibid., pp. 6-7 (Committee calculation). Grant revenue was $2.4 billion or 8.7% higher than in 2016-17, primarily due to higher
GST grants from the Commonwealth resulting from population growth in Victoria. State taxation revenue was $657 million
or 2.9% higher than in 2016-17, primarily due to higher land transfer duty resulting from increased activity in the commercial
property sector.

14  Department of Treasury and Finance, 2016-17 Financial Report: Incorporating Quarterly Financial Report No. 4, Melbourne,
2017, p. 6.; Department of Treasury and Finance, 2077-18 Financial Report, p. 2.

15  Department of Treasury and Finance, 2018-19 Financial Report, p. 6 (Committee calculation).

16 Ibid., pp. 2,6-7 (Committee calculation). Grant revenue was $3.4 billion or 11.3% higher than in 2017-18, primarily due to higher
GST grants from the Commonwealth, an increase in Victoria’s GST relativity, and higher grants from the Commonwealth for
the Disability Care Australia Fund. In 2018-19, state taxation revenue was $724 million or 3.2% higher than in 2017-18, primarily
due to higher land tax as a result of a higher property revaluation in 2018 and higher payroll tax reflecting the strong labour
market.

8 Public Accounts and Estimates Committee



2.2.2

Figure 2.2

Chapter 2 Whole of government review

Expenses

Figure 2.2 below illustrates the composition of expenses for the Victorian GGS for
2018-19.

Victorian general government sector—expenses composition for 2018-19

Other superannuation $3 billion (4%) Interest expense $2 billion (3%)

Depreciation $3 billion (4%) Net superannuation interest expense

$1billion (1%)

Grant expense $13 billion (20%) Employee expenses $25 billion (37%)

Other operating expenses?
$21 billion (31%)

a. Other operating expenses generally represent the day-to-day running costs incurred in normal operations and includes
supplies and services costs, which are recognised as an expense in the reporting period in which they are incurred. The carrying
amounts of any inventories held for distribution are expensed when distributed. A breakdown and description for other
expenses is provided in the 2078-19 State Financial Report, pp. 43-44.

Source: Department of Treasury and Finance, 2018-19 Financial Report, p. 6.

Composition of expenses for the GGS in 2017-18 was similar to 2018-19, with the
only difference being that operating expenses represented 32% and grant expenses
represented 18% of all expenses, compared to 31% and 20% respectively.”

The main component of GGS output expenses is employee expenses—about 37%.18

In 2017-18 total GGS output expenses were $62.3 billion, $4.1 billion or 7.0%'" higher than
in 2016-17, of which employee expenses were $23.3 billion, $1.8 billion or 8.3%2° higher
than in 2016-17.

In 2018-19 total GGS output expenses were $68.2 billion, $5.9 billion or 9.5%2" higher
than 2017-18; of which employee expenses were $25.4 billion, $2.1 billion or 9.2%?22
higher than in 2017-18.

According to the State Financial Reports, the growth in employee expenses across
2017-18 and 2018-19 was mainly attributable to increased service delivery in the public
health sector, community safety and education. The increase also reflects increases

in average remuneration levels consistent with enterprise bargaining agreements,
including agreements with government schools, police and the public health sector.?3

17 Ibid, p. 6.

18  Ibid., p. 6 (Committee calculation). In both 2017-18 and 2018-19 employee expenses made up 37% of GGS output expenses.
19  Department of Treasury and Finance, 2017-18 Financial Report, p. 6 (Committee calculation).

20 Ibid., p. 6.

21 Department of Treasury and Finance, 2018-19 Financial Report, p. 6 (Committee calculation).

22 Ibid., p. 6 (Committee calculation).

23 Department of Treasury and Finance, 2077-18 Financial Report, p. 8.; Department of Treasury and Finance, 2018-19 Financial
Report, p. 8.
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The figure below provides a breakdown of the total operating expenses by department
in 2018-19.

Victorian general government sector total operating expenses by department,
2018-19

Other® $6 billion (7%)

Environment, Land, Water and
Planning $4 billion (5%)

Justice and Community Safety ——
$8 billion (10%)

Treasury and Finance
$8 billion (10%)
Transport $10 billion (12%)

a. Otherincluded: Regulatory bodies and other part budget funded agencies (3%), Jobs and Precincts (2%), Premier and Cabinet
(1%), Courts (1%).

—— Health and Human Services
$27 billion (34%)

Education and Training
$18 billion (22%)

Source: Department of Treasury and Finance, 2018-19 Financial Report, p. 45.

Composition of the total operating expenses by department in 2017-18 was similar to
2018-19, with the only difference being that Education and Training accounted for 23%,
Transport 13%, and Environment, Land, Water and Planning 4% compared to 22%, 12%,
and 5% respectively.

Table 2.1 below presents a condensed version of the operating statement for the GGS in
2017-18 and 2018-19.

Victorian general government sector—Summary of the Operating Statement in
2017-18 and 2018-19

2017-18 2018-19
Budget Actual Variance Budget Actual Variance
($ million) ($ million) (%) | ($ million) ($ million) (%)
Total revenue from transactions 63,405 64,589 2 69,487 69,595 0
Total expenses from transactions 62,252 62,276 0 68,108 68,220 0
Net result from transactions— 1,153 2,313 - 1,379 1,375 -
net operating balance
Total other economic flows (266) (827) - (242) (993) -
included in the net result?
Net result 887 1,486 1,137 382

a. Other economic flows included in the net result’ are changes in the volume or value of an asset or liability that do not result
from transactions. They include gains and losses from disposal or derecognition or reclassification, revaluation and impairment
of non-financial physical and intangible assets, and fair value changes of financial instruments. It also includes revaluation of
the present value of leave liabilities due to changes in bond interest rates and from revaluation of restoration costs provisions.
Department of Treasury and Finance, Annual Report 2016-17, p. 97.

Source: Department of Treasury and Finance, 2018-19 Financial Report, p. 6; Department of Treasury and Finance, Budget Paper
No.5 Statement of Finances: 2017-18, p. 7; Department of Treasury and Finance, Budget Paper No. 5 Statement of Finances: 2018-19,
p.7.
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FINDING 2: The main component of general government sector (GGS) output expenses
is employee expenses—about 37%. In 2017-18 total GGS output expenses were $62.3 billion,
$4.1 billion higher than in 2016-17. In 2018-19 total GGS output expenses were $68.2 billion,
$5.9 billion higher than 2017-18.

For the purposes of the Government’s fiscal strategy, the ‘Net result from transactions—
net operating balance’ is the Government’s net surplus measure. A positive result for
this line item indicates that the Government’s total revenue exceeds expenses.?

In both years, the Victorian Government’s net results from transactions were positive,
with an operating surplus of $2.3 billion in 2017-18 and $1.4 billion in 2018-19.2% The
reduced operating surplus in 2018-19 compared to 2017-18 according to the State
Financial Report, is due to:

... increased service delivery in the health, education, community safety, family violence
and transport sectors and the reduction in land transfer duty from the current downturn
in the property market. This was partially offset by additional GST grants from the
Commonwealth resulting from growth in household consumption and an increase in
Victoria’s GST relativity.2®

Other economic flows included in the net result included: a loss of $827 million in
2017-18 primarily reflecting the de-recognition of tax assets relating to the sale of

the State’s share in Snowy Hydro Limited;?” and a loss of $993 million reflecting an
increase in the provision for doubtful debts associated with road safety fines,?8 and the
revaluation of long service leave reflecting bond rate movements used in the valuation
process in 2018-19.2°

FINDING 3: The Victorian general government sector reported a net operating balance
of $2.3 billion in 2017-18 and $1.8 billion in 2018-19. The reduced net operating balance in
2018-19 is due to increased service delivery in the public health sector, community safety
and education, and a reduction in land transfer duty from the downturn in the property
market.

Cash flow from investments

There were material variances between the estimated and actual GGS net cash flow
from investments in financial assets for policy purposes and purchases of non-financial
assets in 2017-18.

24  Department of Treasury and Finance, 2018-19 Financial Report, p. 8.

25 Department of Treasury and Finance, 2077-18 Financial Report, p. 6.; Department of Treasury and Finance, 2078-19 Financial
Report, p. 6.

26 Department of Treasury and Finance, 2018-19 Financial Report, p. 4.
27 Department of Treasury and Finance, 2017-18 Financial Report, p. 8.
28 Department of Treasury and Finance, 2078-19 Financial Report, p. 107.
29 Ibid., p. 8.
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GGS net cash flow from investments in financial assets for policy purposes in 2017-18
was $2.2 billion or 94.2% higher than estimated.3® DTF explained to the Committee that
this was mainly driven by:

... the receipt of the proceeds from the divestment of the State’s share in the Snowy
Hydro Limited to the Commonwealth which were not expected at the time of [the]
Budget.®

GGS purchases of non-financial assets in 2017-18 was $1 billion or 11.6% higher than
estimated.32 DTF explained that this was mainly driven by:

... the build of Service Victoria’s Customer website [by the Department of Premier
and Cabinet] ... and ... the rephase of expenditure for Remediation of the Office
Accommodation [at Parliament House by the Department of Parliamentary Services].33

Net debt and infrastructure spend

A state’s credit rating is impacted by the levels of net debt and the net financial
liabilities in the non-financial public sector (NFPS).34 The Victorian Government
maintained triple-A ratings across 2017-18 and 2018-19 notwithstanding the growth in
net debt over both years.?®

Net debt for the GGS was $20 billion as at 30 June 2018 representing an increase

of $4.2 billion or 26.9%3 compared to the previous year. This increase primarily
reflects the additional borrowings required to finance the Government’s infrastructure
program.3” Net debt for the NFPS was $34.2 billion as at 30 June 2018, a $4.4 billion or
14.5% increase compared to previous year.38

Net debt for the GGS was $22.4 billion as at 30 June 2019 an increase of $2.4 billion or
12%3° compared to 2017-18. This increase primarily reflects the additional borrowings
required to finance the Government’s infrastructure program.4® Net debt for the NFPS
was $37.0 billion as at 30 June 2019, $2.8 billion or 8.1% increase compared to 2017-18.4

Figure 2.3 below demonstrates the level of debt over the last five years and the gradual
increase in infrastructure expenditure along with the rising levels of debt.

30 Department of Treasury and Finance, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, received 13 December 2019, pp. 88-9 (Committee calculation).

31 Ibid., pp. 88-9.
32 Department of Treasury and Finance, 2077-18 Financial Report, p. 112 (Committee calculation).

33 Department of Treasury and Finance, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, pp. 92-3.

34 Department of Treasury and Finance, 2077-18 Financial Report, p. 18. NFPS comprises the general government sector and the
public non-financial (PNFC) sector.

35 Ibid., p. 2.; Department of Treasury and Finance, 2018-19 Financial Report, p. 2.

36 Department of Treasury and Finance, 2077-18 Financial Report, p. 4 (Committee calculation).
37  lbid, p. 2.

38 Ibid,, p. 18 (Committee calculation).

39 Department of Treasury and Finance, 2018-19 Financial Report, p. 4 (Committee calculation).
40 |bid, p. 2.

41  Ibid,, p. 18 (Committee calculation).

Public Accounts and Estimates Committee



Chapter 2 Whole of government review

Figure 2.4 Net debt (general government sector and non-financial public sector) and
infrastructure spend, 2014-15 to 2018-19

$ billion

B Net debt GGS
B Net debt NFPS

= Infrastructure spend NFPS

2014-15 2015-16 2016-17 2017-18 2018-19

Source: Department of Treasury and Finance, 2074-15 Financial Report, pp. 3,19,28; Department of Treasury and Finance,
2015-16 Financial Report, pp. 4,19,32; Department of Treasury and Finance, 2016-17 Financial Report, pp. 4,19,31; Department
of Treasury and Finance, 2017-18 Financial Report, pp. 4,18,31; Department of Treasury and Finance, 2018-19 Financial Report,

pp. 4,18,31.

FINDING 4: Victoria’s non-financial public sector level of net debt increased by $2.8 billion
from 2017-18 to 2018-19. This increase primarily reflects the additional borrowings required
to finance the Government’s infrastructure program.

2.2.5 State of Victoria

The State of Victoria recorded a net deficit from transactions of $10 million42in 2017-18
and $1.4 billion in 2018-19.43

Table 2.2  State of Victoria—net deficit from transactions 2017-18 and 2018-19

2017-18 2018-19
Surplus/Deficit  ($ million) | Surplus/Deficit ($ million)
General government sector Surplus 2,313 Surplus 1,375
Public non-financial corporations sector Deficit (46) Deficit (329)
Public financial corporations sector Deficit (2,042) Deficit ,777)
Less: Inter-sector eliminations (234) (648)
Net deficit from transactions?® (10) (1,378)

a. Figures may not add due to rounding.

Source: Department of Treasury and Finance, 2018-19 Financial Report, pp. 130-131.

42 Department of Treasury and Finance, 2077-18 Financial Report, p.13.
43  Department of Treasury and Finance, 2078-19 Financial Report, p.13.
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The 2017-18 State Financial Report explained:

... the PNFC sector recorded a $46 million net deficit from transactions in 2017-18
compared to a deficit of $436 million in 2016-17. This improvement was mainly driven

by a decreased deficit by the Director of Housing due to a lower number of dwellings
transferred to Aboriginal Housing Victoria free of charge in 2017-18 compared to 2016-17,
and an increase in the profitability of metropolitan water entities due to an increase in
water consumption and stronger developer activity during the year.#4

The 2018-19 State Financial Report explained:

... the PNFC sector recorded a $329 million net deficit from transactions in 2018-19
compared with a deficit of $46 million in 2017-18. The decrease in the net deficit

from transactions was mainly due to an increase in depreciation, employee and

other operating expenses. The PFC sector recorded a net deficit from transactions of
$1.8 billion in 2018-19 compared with a $2.0 billion deficit in 2017-18. The decrease in the
deficit was mainly driven by increased dividends revenue partially offset by an increase
in claims expenses of the insurers.4>

FINDING 5: In 2017-18 and 2018-19 the State of Victoria recorded a net deficit from
transactions as a result of deficits within the public non-financial corporations and public
financial corporations sectors.

Economic performance

Overall Victoria’s economy performed well against forecasts for its key economic
indicators in 2017-18 and 2018-19. For example:

Real gross state product growth was 3.0% in 2018-19 in line with the DTF forecast4é

Employment grew by 3.4% in 2018-19 which resulted in an unemployment rate of
4.6%, an 11-year low for Victoria.#” This unemployment rate is below the national
unemployment rate of 5.4% recorded as at June 2018.48

Population growth in Victoria supported increased economic activity in the State during
2018-19. Victoria’s population grew by 2.2% in 2018-19. This rate of growth is higher than
the national rate of growth of 1.6%.4°

44
45
46
47
48

49

Department of Treasury and Finance, 2077-18 Financial Report, p. 15.
Department of Treasury and Finance, 2018-19 Financial Report, p. 15.
Ibid., p. 1.

Ibid.

Australian Bureau of Statistics, Labour Force, Australia, Jun 2018, August 2018, <https:/www.abs.gov.au/AUSSTATS/abs@.nsf,
allprimarymainfeatures/6702A5A1B3A3D19BCA2582EA00T190FD7> accessed 03 May 2020. (Committee calculation)

Australian Bureau of Statistics, Australian Demographic Statistics, Jun 2018, March 2019, <https:/www.abs.gov.au/AUSSTATS
abs@.nsf/allprimarymainfeatures/E18EA7BE5701F459CA2583C3000C53C8> accessed 03 May 2020.
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In contrast, Consumer Price Index (or inflation) continued to slow across both years.
The lower than forecast inflation reflected the easing of housing related price growth
as a result of the housing downturn.>® The Wage Price Index (or wage growth) was also
lower than forecast in 2018-19 and remained subdued which in part, reflects the strong
growth in labour supply in Victoria.>

In June 2018 the inflation rate for Australia was 2.1% over the year. According to the
Reserve Bank Australia:

... the recent period of low and stable inflation primarily reflects spare capacity in the
economy and the associated low wages growth. Ongoing competition in the retail
sector has also continued to put downward pressure on inflation.52

A summary of Victoria’s performance against forecasts for key economic indicators is
shown in Table 2.3.

Victorian economic forecasts and outcomes, 2017-18 and 2018-19

2017-18 2018-19

Forecast Actual Forecast Actual
Real gross state product 3.00 3.50 3.00 3.00
Employment 2.75 2.80 3.25 3.40
Unemployment rate 5.75 5.60 4.50 4.60
Consumer price index 2.00 2.30 1.75 1.70
Wage price index 2.25 2.30 2.75 2.70
Population 2.30 2.20 2.10 2.20

Source: Department of Treasury and Finance, Budget Paper No. 2 Strategy and Outlook: 2018-19, p. 17; Department of Treasury
and Finance, Budget Paper No. 2 Strategy and Outlook: 2019-20, pp. 9, 21; Australian Bureau of Statistics, Australian
Demographic Statistics, Jun 2018, March 2019, <https:/www.abs.gov.au/AUSSTATS/abs@.nsf/allprimarymainfeatures,
E18EA7BES701F459CA2583C3000C53C8> accessed 03 May 2020.

FINDING 6: In 2017-18 and 2018-19 Victoria’s economy performed in line with forecasts for
its key economic indicators. However the Consumer Price Index continued to moderate in
2018-19 and the Wage Price Index was also lower than forecast in 2018-19.

50 Department of Treasury and Finance, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p.108.

51 Department of Treasury and Finance, Budget Paper No. Budget Update: 2018-19, Melbourne, 2018, p. 10.

52 Reserve Bank of Australia, Statement on Monetary Policy - August 2018: Inflation, August 2018, <https:/www.rba.gov.au
publications/smp/2018/aug/inflation.html> accessed 03 May 2020.
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Revenue initiatives

The Committee requested information on the progress of the revenue initiatives
announced in the 2017-18 and 2018-19 Budgets. In the 2017-18 Budget, there were
10 revenue initiatives announced, including:

* Aligning motor vehicle duty rates with the rate for used car purchases—forecast to
provide $93.8 million in government revenue in 2017-18

* Abolishing stamp duty for first home purchases valued up to $600,000, with a
concession applying to purchases valued between $600,000 and $750 000—
expected to forego $150.9 million in government revenue in 2017-18.53

In the 2018-19 Budget, three new revenue initiatives were announced, including
reducing payroll tax rate from 3.65% to 2.425% for regional businesses. The reduced tax
rate aimed to assist 4,000 regional employers to grow their businesses and create jobs.
This initiative was estimated to forego $39 million in government revenue in 2018-19.54

The Committee’s questionnaire sought information from the Department of Treasury
and Finance (DTF) about the past performance of these revenue initiatives to monitor
and evaluate the revenue results. DTF’s response to the questionnaire stated that the
majority of revenue initiatives were either not itemised or the actual data was not
available. Table 2.4 below summarises the data provided in the questionnaire responses.

53 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2017-18 Melbourne, 2018, p. 111.
54 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, Melbourne, 2019, p. 114.
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Table 2.4 Summary of the Department of Treasury and Finance’s response to the
Committee’s request for information regarding revenue initiatives

Budget
Initiative estimate
($ million) ($ million)

Actual

2017-18

Abolish insurance duty on agricultural products 4.0) No revision
Aligning motor vehicle duty rates 93.8 58.8
Billboard advertising revenue along freeway corridors 2.0 2.2
Bring forward increases in the payroll tax-free threshold (24.0) No revision
Payroll tax - increase the threshold for annual payments 0.0 No revision
Reduce the payroll tax rate applicable to regional businesses (41.0) (71.5)
Removing the exemption for certain transfers of property between spouses 20.0 No actual
Abolish stamp duty for first home purchases valued up to $600 000, with a (150.9) Not itemised
concession applying for purchases valued between $600 000 and $750 000

Introduce a Vacant Residential Land Tax 10.0 Not itemised
Retarget the off-the-plan stamp duty concession 51.0 No actual
2017-18

Exempt Australian Defence Force personnel from the first home buyer stamp (1.3) No actual

duty exemption/concession residence requirement

Expand the young farmer land transfer duty exemption/concession threshold (0.5) Not itemised

Reduce payroll tax rate to 2.425 per cent for regional businesses (39.0) (92.0)

Source: Department of Treasury and Finance, Revised response to Question 30, 2017-18 and 2018-19 Financial and Performance
Qutcomes General Questionnaire, p. 1.

DTF explained to the Committee that the reason revenue initiatives were ‘not itemised’
was because:

Once the initiative has been introduced, any revenue collected/foregone forms part of
the general tax base/concession/exemption.>®

DTF also advised that the Committee that the reason ‘no actual’ available for revenue
initiatives was because:

Data is not available to measure transactions or activities that no longer qualify for a
tax exemption or are no longer in the tax base (for example, once the exemption for
transfers between spouses was abolished, such transfers are dutiable transactions.
The transferor and transferee will not disclose whether or not they are spouses as the
information is no longer relevant for tax purposes).>®

The Committee has concluded that the impact of each revenue initiative announced in
the 2017-18 and 2018-19 Budgets are not measured and reported on by DTF.

55 Department of Treasury and Finance, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, pp. 97-8.

56 Ibid.

Inquiry into the 2017-18 and 2018-19 financial and performance outcomes 17



Chapter 2 Whole of government review

2.5

2.5.1

18

FINDING 7: The actual revenue forgone and/or earned from revenue initiatives announced
in the 2017-18 and 2018-19 Budgets is not measured and reported on by the Department of
Treasury and Finance.

RECOMMENDATION 1: The Department of Treasury and Finance (DTF) consider
reporting on the actual revenue forgone and/or earned from individual revenue initiatives
announced in State Budgets across the forward estimates.

Social procurement

Victoria’s Social Procurement Framework (SPF) provides a pathway for the Government
to leverage its purchasing power to generate social and environmental impact through
its procuring practices.’” The SPF applies to the procurement of all goods, services and
construction undertaken by, or on behalf of, any government department or agency.>8

The SPF requires each department and agency to prepare a Social Procurement
Strategy (SPS) and ‘all departments were expected to submit a draft strategy to the
Department of Treasury and Finance by 1September 2019’.5°

The Committee notes that the SPS’s for each department and agency are not
publicly available. However the Committee understands that each SPS should include
consideration of the development of a reporting and management framework that
comprises:

e A data collection model to track outcomes against government requirements and
the targets and measures outlined in the SPS

* Tools and methods for data collection and analysis

» Reporting on achievements against the SPS and organisational targets.5°

Reporting on the outcomes achieved under the Social
Procurement Framework

The Government’s implementation timetable for the SPF states that departments and
agencies must submit their first annual report against the framework by July 20198 —
meaning 2018-19 annual reports should report against the SPF. However the Committee
notes:

e The 2018-19 Model Report for Victorian Government Departments does not provide
guidance on reporting the outcomes achieved under the SPF,62 and

* The departments have taken different approaches to reporting the outcomes
achieved under the SPF in 2018-19 annual reports.

61  Buying for Victoria, Implementing and reporting social procurement 2019, <https:/www.buyingfor.vic.gov.au/implementing-
and-reporting-social-procurement> accessed 01 April 2020.
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Table 2.5 summarises the SPF objectives prioritised by departments in 2018-19.

Table 2.5 Summary of SPF objectives prioritised by departments, 2018-19

Treasury and Health and Premierand  Education  Justiceand
Community

Finance Hun?an UL Cabinet and Training
Services Safety

SPF Objective

Opportunities v v v v v v
for Victorian
Aboriginal people

Opportunities for 4 v v v . v
Victorians with
disability

Opportunities for v v v v v v
disadvantaged
Victorians

Sustainable v v v v - _
Victorian social

enterprises

and Aboriginal

business sectors

Environmentally - - v - v v
sustainable
outputs

Sustainable - - - - - -
Victorian regions

Implementation - - - _ _ v
of the Climate

Change Policy

objectives

Women’s equality v - v - v -
and safety

Supporting v - - - v _
safe and fair
workplaces

Source: Department of Treasury and Finance, Annual Report 2018-19, pp. 135-6; Department of Health and Human Services, Annual
Report 2018-19, pp. 166-7; Department of Transport, Annual Report 2018-19, pp. 218-9; Department of Premier and Cabinet, Annual
Report 2018-19, pp. 159-160; Department of Education and Training, Annual Report 2018-19, p. 96; Department of Justice and
Community Safety, Annual Report 2018-19, p. 185.

FINDING 8: The ability to assess the outcomes achieved under the Social Procurement
Framework is limited because the Social Procurement Strategies (SPS) for each department
are not publicly available and information on the outcomes achieved against a department’s
SPS is not included in the department’s annual report.

FINDING 9: The following four departments did not report their overall social procurement
activities, including the number of social benefit suppliers engaged and the corresponding
expenditure, nor their performance against any social procurement metrics: Department of
Education and Training; Department of Justice and Community Safety; Department of Jobs,
Precincts and Regions; and Department of Environment, Land, Water and Planning.
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RECOMMENDATION 2: All departments consider publishing their Social Procurement
Strategies to enhance transparency and enable the evaluation of performance against
strategic priorities.

Reviews and studies undertaken by departments

In the interests of promoting transparency and integrity in the use of public funds, the
Committee requested information from departments about any reviews and studies
undertaken in 2017-18 and 2018-19. Specifically, the questionnaire sought information
about the reasons for, the outcomes of, the cost and public availability, of all reviews
and studies undertaken by each department.®3

Nature of the reviews and studies

Eight of the nine departments and Court Services Victoria (CSV) provided valuable
information on the reviews and studies that had commenced or were completed in
2017-18 and 2018-19. The Committee noted that reviews and studies were unique to
each department and the CSV as it focused on its department specific service delivery
model.

The table below provides the names of the two largest reviews and studies®*
commenced or complete by departments and CSV in 2018-19. DHHS did not provide the
requested information.

63  Public Accounts and Estimates Committee Parliament of Victoria, /nquiry into the 2017-18 and 2018-19 Financial and
Performance Outcomes: Questionnaire Responses, March 2020, <https:/www.parliament.vic.gov.au/paec/article/4371>
accessed 01 April 2020.

64 More information on the reviews and studies undertaken by departments and Court Services Victoria is available on the
Public Accounts and Estimates Committee’s website under Questionnaire responses for the Inquiry Into the 2017-18 and
2018-19 Financial And Performance Outcomes. Ibid.
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Table 2.6

2.6.2
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Examples of reviews and studies—currently underway or complete in 2018-19

Estimated cost

Department Review name
(€]

Education and Training Developmental and impact evaluation of the Professional 2,000,000

Learning Communities (PLC) initiative (2016-2021)

Evaluation of the professional practice elements in the 713,546

Victorian Government Schools Agreement 2017
Justice and Community Safety Youth Justice Strategic Learning and Development Project 454,075

Evaluation of programs for serious violent offenders 267,437
Environment, Land, Water Review of the Local Government Rating System 600,000
and Planning

4WD Market research 123,000
Jobs, Precincts, and Resources Victorian Gas Program 11,046,005

Implementation Review 278,378
Court Services Victoria Architecture Review - VCAT Online Dispute Resolution 226,510

(ODR)

Counselling Order Program Model and Guidelines 137,641
Premier and Cabinet Inquiry into the Victorian On-Demand Workforce 1,000,000

Child Employment Research 254,800
Treasury and Finance KPMG review of DTF Central Banking Model 365,279
Transport Victorian Freight Plan - Delivering the Goods NA

Movement and Place in Victoria NA
Health and Human Services? NA NA
Parliamentary departments No reviews or studies undertaken NA

a.  DHHS’ response to the Committee’s questionnaire did not reflect reviews and studies commenced or completed by or on behalf

of the Department as requested.

Source: All departments and Court Services Victoria, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes

General Questionnaire, question 22.

Number of reviews and studies and the associated costs

Table 2.7 provides a summary of the information provided by departments about the
total number of reviews and studies undertaken in 2017-18 and 2018-19 for which the
associated costs were disclosed. Information relevant to the Department of Health and
Human Services (DHHS) is not included in Table 2.7 as DHHS’ questionnaire response
did not contain the information requested.

Inquiry into the 2017-18 and 2018-19 financial and performance outcomes
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Number of reviews and studies undertaken by departments for which costs were
disclosed, 2017-18 and 2018-19

2017-18 2018-1

Department Number of Costs Number of Costs

reviews disclosed ($ million) reviews disclosed ($ million)
Education and Training 36 35 9.5 46 44 8.8
Justice and Community Safety 51 43 4.8 51 46 4.2
Environment, Land, Water and 8 8 5.6 6 6 1.0
Planning
Economic Development, Jobs, 12 10 3.3 - - -
Transport and Resources
Jobs, Precincts, and Resources NA NA NA 25 21 13.3
Court Services Victoria 8 8 0.9 3 3 0.5
Premier and Cabinet 2 2 0.1 5 3 13
Treasury and Finance - - 0.0 1 1 0.4
Transport NA NA NA 4 - 0.0
Health and Human Services? - - - - - -
Parliamentary departments NA NA NA NA NA NA
Total 117 106 24.3 141 124 29.4

a. The total number of reviews and studies undertaken by DHHS in 2017-18 and 2018-19 and the costs associated is not included
in the table as the information provided by DHHS in response to the Committee’s questionnaire did not reflect reviews and
studies commenced or completed by or on behalf of the Department as requested.

Source: All departments and Court Services Victoria, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, question 22.

The Committee notes that in addition to the 106 reviews and studies in 2017-18 and

124 in 2018-19 where the costs were disclosed, there were 11 reviews and studies in
2017-18 and 17 reviews and studies in 2018-19 that had commenced and were underway
of which costs were not disclosed. This brings to a total number of studies and reviews
undertaken in 2017-18 to 117 and in 2018-19 to 141.

Based on the information provided by departments® and Court Services Victoria in
their questionnaire responses, the total cost to the State of finalised reviews and studies
in 2017-18 was approximately $24 million; and in 2018-19 was approximately $29 million.

FINDING 10: Based on the information provided by departments (excluding the
Department of Health and Human Services) and Court Services Victoria in their
questionnaire responses, the State finalised 106 reviews/studies in 2017-18 costing
$24 million; and finalised 124 reviews/studies in 2018-19 costing $29 million.

FINDING 11: The total number of reviews and studies undertaken by departments was
117 in 2017-18 and 141 in 2018-19.

65 excluding Department of Health and Human Services.
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2.6.3 Evaluating the impact of reviews and studies

The majority of reviews and studies undertaken by departments are not publicly
available. This limits the ability to:

* Conduct cost-benefit analysis of the reviews and studies undertaken by the
Government

* Monitor and evaluate the outcomes achieved by the reviews and studies undertaken
by the Government

* Assess the benefit to the Victorian community of the reviews and studies
undertaken by the Government.

The Committee acknowledges that there may be circumstances in which a
departmental review or study should not be made publicly available. However to
promote transparency and accountability the Committee considers it is important that
where possible information about reviews/studies undertaken by departments should
be made publicly available.

The 2018-19 Model Report for Victorian Government Departments does not
provide guidance on reporting on reviews, their associated costs and the expected
outcomes®—nor do department’s 2017-18 and 2018-19 annual reports disclose this
information. However in this context, the Committee notes that the 2078-19 Mode/
Report does provide guidance regarding the reporting of:

» Advertising expenditure in excess of $100,000 including a summary of the
associated campaign(s)®’

« Consultancy expenditure in excess of $10,000 including a description of the
purpose of the consultancy.®®

FINDING 12: The 2018-19 Model Report for the Victorian Government Departments does
not provide guidance on reporting the costs associated with reviews and studies undertaken
by departments, nor the outcomes that are expected to arise from the reviews and studies.

RECOMMENDATION 3: The 20719-20 Model Report for the Victorian Government
Departments consider including guidance on the reporting of reviews and studies
undertaken by departments, including guidance on the associated costs and the outcomes
that are expected to be delivered.

66 Department of Treasury and Finance, 2018-19 Model Report for Victorian Government Departments.
67 Ibid., p. 48.

68 Department of Treasury and Finance, 2077-18 Model Report for Victorian Government Departments, Melbourne, 2018, p. 49.
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Advertising expenditure

The expenditure of government funds on public sector advertising is of significant
public interest and was discussed extensively in the Report on the 2019-20 Budget
Estimates. In responding to the Committee’s 2019-20 Budget Estimates questionnaire,
the departments stated that the Government will publish an annual report on total
government advertising expenditure for that year.8?

The Committee notes that the Victorian Government Advertising Report for 2017-18 is
publicly available;”® however for 2018-19 only the Victorian Government Advertising
Plan 2018-19 is available.”

FINDING 13: The Victorian Government Advertising Report for 2017-18 is publicly available.
For 2018-19 only the Victorian Government Advertising Plan 2018-19 is available.

RECOMMENDATION 4: The Government consider publishing the relevant annual report
on total government advertising expenditure for that year in a timely manner.

69 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2019-20 Budget Estimates.
70 Department of Premier and Cabinet, Victorian Government Advertising Report 2017-18, Melbourne, 2019.

71 Department of Premier and Cabinet, Victorian Government Advertising Plan 2018-19, May 2019, <https:/www.vic.gov.au/
victorian-government-advertising-plan-2018-19> accessed 16 June 2020.
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3 Department of Health and Human
Services

Findings

14. The Department of Health and Human Services identified the following program
highlights—the opening of the first of the Orange Door support and safety hubs,
completion of the redeveloped Orygen building in Parkville and commencement of
Victoria’s voluntary assisted dying laws.

15. In 2017-18 and 2018-19 the Department of Health and Human Services underspent
in the Family Violence Service Delivery output (totalling $99 million) and the
Concessions to Pensioners and Beneficiaries output (totalling $347 million).

16. The Department of Health and Human Services (DHHS) Comprehensive Operating
Statement in 2017-18 and 2018-19 reflects a stable position as DHHS’ overall income
exceeds expenses.

17.  In both 2017-18 and 2018-19 the Department of Health and Human Services
achieved or exceeded more than 80% of its performance measures.

18. The total number of social housing dwellings in Victoria decreased by 1,187 from
2017-18 to 2018-19. Between 2014-15 and 2018-19 the total number of social housing
dwellings increased by 240.

19. The Department of Health and Human Services’ 2017 Report: Victoria’s social
housing supply requirements to 2036 states that an additional 1,600 social housing
dwellings are required each year for two decades to meet the current demand.

The number of new social housing dwellings required to meet this demand was not
met in 2017-18 and 2018-19.

20. In 2018-19 the Department of Health and Human Services revised the target of the
performance measure ‘number of total social housing dwellings acquired during
the year’ down from 1,078 in 2017-18 to 870 in 2018-19.

21.  Publicly available data related to social housing does not enable the net
contribution made to the total number of social housing dwellings as a result of
acquisitions each financial year to be determined. This is because the data relating
to the sale of social existing social housing dwellings each financial year is not
available.

22. The Social Housing Growth Fund, established in 2017-18, aims to support around
2,200 households. The Department of Health and Human Services’ 2017-18 and
2018-19 annual reports do not contain information about the balance of the Fund
or the outcomes it has achieved.
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23. Notwithstanding the engagement of additional contractors, the results across
2017-18 and 2018-19 were lower than the targets for the ‘Social housing tenants
satisfied with completed non-urgent maintenance works’ performance measure
due to the increased volume of requests for gas heater maintenance.

24. The Department of Health and Human Services (DHHS) did not meet its family
violence service delivery performance measure targets in 2017-18 and met half of
these targets in 2018-19. In both years DHHS did not deliver the targeted number
of Support and Safety Hubs. In 2017-18 there were 5,790 frontline workers who
did not receive Family Violence Risk Assessment training and there was a delay in
establishing an agreed timeframe for Family Violence Risk Assessments.

25. There are opportunities to strengthen performance information on family, domestic
and sexual violence to gauge the effectiveness of the Government’s commitments
on preventing family violence.

26. Across 2017-18 and 2018-19 family violence reform initiatives have been funded
through a combination of budget allocations, the reprioritisation of funding and
Treasurer’s Advances.

27. The Committee notes that there was a significant underspend across both 2017-18
and 2018-19 for the Family Violence Service Delivery output totalling $99 million.

28. In 2017-18 and 2018-19 the results for the following Department of Health and
Human Services performance measures were below target primarily as a result of
the increased demand for emergency department services:

e emergency patients admitted to a mental health bed within eight hours

e emergency patients treated within clinically recommended time to treatment
* emergency patients with a length of stay of less than four hours

* proportion of ambulance patient transfers within 40 minutes.

29. In 2017-18 the Department of Health and Human Services identified the need to
engage with providers that deliver phone services for drug users’ families to ensure
their services are promoted appropriately. However in 2018-19 there was a further
decline in the number of contacts from family members to these services.

30. Alfred Health’s comprehensive operating statement in 2017-18 and 2018-19
reported a negative net result where total expenses exceeded its total income.

31.  The Alfred and Sandringham Hospital had an additional 4,464 emergency
presentations in 2018-19 compared to 2017-18; and an additional 2,092 ambulance
presentations in 2018-19 compared to 2017-18.

32. Monash Health’s comprehensive operating statement in 2017-18 and 2018-19
reflects a stable position as Monash Health’s overall income exceeds expenses.
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Overview

The Department of Health and Human Services (DHHS) develops and delivers
policies, programs and services to support and enhance the health and wellbeing of
Victorians. DHHS currently supports the ministerial portfolios of Ambulance Services,
Child Protection, Disability, Ageing and Carers, Health, Housing, Mental Health and
Prevention of Family Violence.”?2 Before 1 January 2019 the Families and Children,
Sport, Women and Youth portfolios were also the responsibility of DHHS.”3 DHHS’
objectives are:

e Victorians are healthy and well
* Victorians are safe and secure
* Victorians have the capabilities to participate

« Victorians are connected to culture and community.’4

Outcomes in the community across 2017-18 and
2018-19

In the interests of encouraging the effective and efficient delivery of public services to
deliver positive outcomes for Victorians, the Committee asked departments to outline
the five programs that delivered the most important outcomes in the community.

The programs identified by DHHS included:

e Establishing Family Safety Victoria (FSV) in 2017—a family violence coordination
agency that led the development and administration of five support and safety hubs
for people experiencing family violence in 2018-19; known as The Orange Door’®

* Implementing a new model of kinship care in 2017-18 that resulted in kinship teams
being located in each of DHHS’ 17 service areas,’® and the number of children in
kinship care placements managed by community service organisations at 1,155;
against a target of 838 children for 2017-1877

* Redevelopment of the Orygen Youth Mental Health building in Parkville in 2018-19
which provides support for 5,000 vulnerable young Victorians annually, with a focus
on prevention and early intervention’®

72 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, Melbourne, 2019, p. 225.

73 lbid.; Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2019-20 Melbourne, 2019, p. 229.; Parliament
of Victoria, Public Accounts and Estimates Committee, Report on the 2019-20 Budget Estimates, October 2019, p. 170.

74  Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, pp. 225-6.

75 Department of Health and Human Services, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, received 06 February 2020, pp. 30-4.; Department of Health and Human Services, Annual Report 2017-18,
Melbourne, 2018, p. 46.

76  DHHS’ service areas are groupings of Victorian Local Government Areas.

77 Department of Health and Human Services, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 22.

78  lbid., p. 26.
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e Supporting the disability sector to transition to the National Disability Insurance
Scheme (NDIS) in 2018-1979

* Responding to end of life care choices by implementing the Voluntary Assisted
Dying Act 2017 (Vic) in 2018-19 which allows ‘eligible patients to choose the manner
and timing of their death.’8®

FINDING 14: The Department of Health and Human Services identified the following
program highlights—the opening of the first of the Orange Door support and safety hubs,
completion of the redeveloped Orygen building in Parkville and commencement of Victoria’s
voluntary assisted dying laws.

The Committee’s questionnaire also asked departments to identify programs that did
not deliver their planned outcomes in 2017-18 and 2018-19. Several of the initiatives
identified by DHHS related to delays in the implementation of the NDIS, including the
transition of clients to the NDIS, filling Specialist Disability Accommodation (SDA) and
timely review of disability support plans.®!

Other DHHS initiatives that did not deliver their planned outcomes across 2017-18

and 2018-19 related to the acquirement of social housing dwellings and completion

of non-urgent maintenance works, as well as the number of workers trained in family
violence risk assessment. These programs and the delayed implementation of the NDIS
are examined in further detail below.

Challenges

DHHS reported the same main challenges across 2017-18 and 2018-19, including
the growing demand for services, the capacity of the DHHS workforce, and access
to primary and acute care particularly in rural areas.2 Some of the causes of these
challenges outlined by DHHS included:

e Population growth and demographic changes within Victoria

* Increased awareness of family violence on children leading to increased reports to
child protection services

*  Workforce recruitment and retention
* Supply constraints in many professions particularly in regional areas

e Reforms across health and human services requiring significant changes to
workforce roles and practices, regulation, credentialing and training

79 Ibid., p. 28. The National Disability Insurance Scheme (NDIS) is a scheme of the Australian Government that funds costs
associated with disability. It is administered by the National Disability Insurance Agency (NDIA).

80 Ibid., pp. 29-30.
81 lbid, p. 33.
82 Ibid., p.152.
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* Closure of general practice clinics in small regional towns
* Anageing workforce

e Limitations of federal funding model in general practice [regarding access to
primary and acute care].8

Financial analysis

Expenditure

The 2017-18 Budget for DHHS was $23.2 billion.84 Actual expenditure for the year was
$23.3 billion, representing a 0.3% variance.®

The 2018-19 Budget for DHHS was $25.0 billion.8¢ Actual expenditure for the year was
$24.6 billion, representing a 1.5% variance. &

Department of Health and Human Services variances in output expenditure,
2017-18 and 2018-19

2017-18

A $74 million

2018-19 B Budget

W $363 million B Actual
24.6

B Variance

$ billion 0 2 4 6 8§ 10 12 14 16 18 20 22 24 26 28 30

Source: Department of Health and Human Services, Annual Report 2017-18, pp. 77-102; Department of Health and Human Services,
Annual Report 2018-19, pp. 71-100; Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 226.

Table 3.1 shows DHHS’ expenditure by output in 2017-18 and 2018-19 and relevant
variances between the Budget and actual expenditure.

83 Ibid.

84 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 226.

85 Department of Health and Human Services, Annual Report 2018-19, Melbourne, 2019, pp. 212-4 (Committee calculation).
86 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 226.

87 Department of Health and Human Services, Annual Report 2018-19, pp. 212-4 (Committee calculation).
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Table 3.1 Department of Health and Human Services expenditure by output in 2017-18

and 2018-19
2017-18 2018-19
Budget Actual Variance Budget Actual Variance

($ million) ($ million) (%) | ($ million) ($ million) (%)
Acute Health Services 13,128.2  13,335.10 1.6 14,106.7 14,001.9 -0.7
Ageing, Aged and Home Care 789.2 772.3 -2.2 804.8 813.4 1.1
Ambulance Services 1,028.7 1,031.0 0.2 1,084.3 1,086.4 0.2
Drug Services 220.1 232.7 5.7 259.9 267.8 3.0
Mental Health 1,498.9 1,492.7 -0.4 1,605.7 1,660.6 3.4
Primary, Community and 500.1 507.4 15 559.6 606.2 8.3
Dental Health
Public Health 399.1 379.8 -4.8 369.1 381.1 3.3
Small Rural Services 558.8 563.9 0.9 592.0 590.5 -0.3
Child Protection and Family 1,364.2 1,397.3 2.4 1,473.5 1,627.7 10.5
Services
Housing Assistance 583.0 580.5 -0.4 574.8 618.8 7.7
Family Violence Service Delivery 107.5 77.5 -27.9 192.2 123.2 -35.9
Concessions to Pensioners 729.5 556.5 -23.7 742.4 568.4 -23.4
and Beneficiaries
Disability Services 2,093.5 2,132.8 1.9 2,228.4 2,240.3 0.5
Empowering Individuals and 184.4 206.2 11.8 389.0 62.0 -84.1
Communities
Gender equality and the 32.2 26.5 -17.7 29.1 NA2 NA
prevention of family violence
policy and programs
Total 23,217.4  23,292.20 0.3 25,011.5 24,648 -1.5

a.  DHHS did not report the output cost against the Gender equality and the prevention of family violence policy and programs in
its 2018-19 Annual Report.

Source: Department of Health and Human Services, Annual Report 2017-18, pp. 77-102; Department of Health and Human Services,
Annual Report 2018-19, pp. 71-100; Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 226.

The Committee notes that there was a significant underspend across both 2017-18 and
2018-19 for the following outputs:

« Family Violence Service Delivery, with a total underspend of $99 million88

* Concessions to Pensioners and Beneficiaries, with a total underspend of
$347 million.8®

88 Department of Health and Human Services, Annual Report 2017-18, p. 96.; Department of Health and Human Services,
Annual Report 2018-19, p. 96 (Committee calculation).

89 Department of Health and Human Services, Annual Report 2017-18, p. 97.; Department of Health and Human Services,
Annual Report 2018-19, p. 97 (Committee calculation).
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The Committee also notes that DHHS did not report the 2018-19 cost of the Gender
equality and the prevention of family violence policy and programs output in the DHHS
Annual Report 2018-19. In 2017-18 there was an underspend of $5.7 million or 17.7% for
this output.

FINDING 15: In 2017-18 and 2018-19 the Department of Health and Human Services
underspent in the Family Violence Service Delivery output (totalling $99 million) and the
Concessions to Pensioners and Beneficiaries output (totalling $347 million).

Revenue and expenses

DHHS’ output appropriations increased in 2017-18 by $1.3 billion or 9.1% from 2016-17

and in 2018-19 by $1.2 billion or 7.8% from 2017-18.20 DHHS explained that this year on
year increase is ‘due primarily to new policy initiatives approved by government and

funding indexation’.?!

DHHS’ employee benefits increased by $0.8 billion or 7.8% in 2017-18 from 2016-17
and by $1.1 billion or 9.4% in 2018-19 from 2017-18.92 DHHS stated in the questionnaire
response that:

... the increase is driven primarily by greater activity in health services requiring
additional staff and annual cost increases.?®

Overall financial performance

Table 3.2 below summarises DHHS’ financial performance in 2017-18 and 2018-19.

Department of Health and Human Services—Summary of Comprehensive
Operating Statement in 2017-18 and 2018-19

2017-18 2018-19
Controlled items Budget Actual Variance Budget Actual Variance
($ million) ($ million) (%) | ($ million) ($ million) (%)
Income from transactions 24,817 25,314 2.00 26,683 27,106 1.59
Expenses from transactions 24,643 25,016 1.51 26,464 26,916 1.71
Net result 174 298 219 190

Source: Department of Health and Human Services, Annual Report 2017-18, p. 258; Department of Health and Human Services,
Annual Report 2018-19, p. 268; Department of Treasury and Finance, Budget Paper No. 5 Statement of Finances 2018-19, p. 100.

90 Department of Health and Human Services, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, pp. 71,3.

91 Ibid, p.73.
92 Ibid., p.75.
93 Ibid., p.77.
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FINDING 16: The Department of Health and Human Services (DHHS) Comprehensive
Operating Statement in 2017-18 and 2018-19 reflects a stable position as DHHS’ overall
income exceeds expenses.

Newly created bodies

In 2017-18 the following bodies were created within DHHS resulting in expenditure of
$124 million?* in 2017-18:

* Family Safe Victoria—created to deliver family violence reform and drive action
to end family violence and implement key recommendations from the Royal
Commission into family violence

» Safer Care Victoria—created to improve the quality of and safety in Victorian
healthcare

e Victorian Agency for Health Information—created to analyse and share information
across the Victorian health system to ensure services have an accurate picture of
their quality and safety.%>

Performance information

DHHS achieved or exceeded 86% of the performance measures published in the Annual
Report 2017-18 % and 87% of the performance measures published in the Annual Report
2018-19.%7

Department of Health and Human Services performance measurement results in
2017-18 and 2018-19

2017-18

2018-19

M Performance measures met

B Performance measures not met

percent 0 10 20 30 40 50 60 70 80 90 100

Source: Department of Health and Human Services, Annual Report 2017-18, pp. 77-102; Department of Health and Human Services,
Annual Report 2018-19, pp. 75-100.

94 Ibid., p. 154 (Committee calculation).

95 Ibid., pp.153-4.

96 Department of Health and Human Services, Annual Report 2017-18, pp. 77-102 (Committee calculation).
97 Department of Health and Human Services, Annual Report 2018-19, pp. 75-100 (Committee calculation).
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Performance measures that were not met in both 2017-18 and 2018-19 include:
* Emergency patients treated within clinically recommended ‘time to treatment’
* Home and Community Care for Younger People—hours of service delivery

e Drug Prevention and Control—Number of phone contacts from family members
seeking support

* Emergency patients admitted to a mental health bed within eight hours

*  Number of calls made to the statewide telephone help line for men regarding family
violence

* Social housing tenants satisfied with completed non-urgent maintenance works

» National Disability Insurance Scheme participants.®®

Some of these performance measures are discussed in further detail below.

FINDING 17: In both 2017-18 and 2018-19 the Department of Health and Human Services
achieved or exceeded more than 80% of its performance measures.

Key issues

The Committee identified the following key issues from its review of DHHS’ 2017-18 and
2018-19 annual reports and DHHS’ response to the Committee’s 2017-18 and 2018-19
financial and performance outcomes questionnaire.

Disability services—managing the implementation of the NDIS

One of DHHS’ key priorities across 2017-18 and 2018-19 was managing the
implementation of the NDIS and its interface with the State’s health services system,
child protection and housing services.?® A highlight for the department during this
period was the signing of the ‘NDIS full scheme agreement between the Commonwealth
and Victoria’ (taking effect on 1 July 2019) and the passage of the Disability (NDIS
Transition) Act 2019 (Vic) supporting Victoria’s transition to the NDIS.100

Delay in the transition to the NDIS

The 2017-18 Budget allocated $20.9 million to ‘supporting the transition to the NDIS’.1°!
A $68.8 million Treasurer’s Advance was provided to fund ‘the implementation of
transfer readiness projects and transition costs associate[ed] with the ... [NDIST’,

98 Department of Health and Human Services, Annual Report 2017-18.; Department of Health and Human Services, Annual Report
2018-19.

99 Department of Health and Human Services, Annual Report 2018-19, p. 14.
100 Ibid, p. 26.
101 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2017-18 Melbourne, 2018, p. 78.
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through the NDIS transfer of services for state-wide preparation and a transformation
program.’92 Despite this additional funding in 2017-18 DHHS recognised that while
‘more than 42,204 Victorians across the state are now supported through the NDIS,
there were still too many people with a disability who were not yet effectively utilising
services.103

In 2018-19 DHHS provided a further $1.8 million in funding to facilitate the
implementation of the NDIS and to support the disability sector to prepare for the
transition to the Scheme.'%4 This funding aimed to ‘ready participants, service providers,
staff and systems.'°> Among its achievements in 2018-19 DHHS noted that over 77,160
Victorians with a disability had transitioned to the NDIS'¢ and that DHHS had:

... connected with more than 40,000 state clients whom the National Disability
Insurance Agency (NDIA) had been unable to contact [and] 14,000 people with
disability [were supported] to navigate the system’ to reach disability workforce and
service providers.19’

Notwithstanding these successes, DHHS also recognised that the delay in the transition
to the NDIS had several negative flow-on effects'® including:

e Across 2017-18 and 2018-19 the result of the NDIS participants initiative was lower
than the target due to the ‘slower than forecast transition of clients by NDIA’.109
In 2017-18 it was 28.7% below target, and in 2018-19 it was 32.2% below target.
These results meant that 14,550 clients in 2017-18 and 33,866 clients in 2018-19
were not transitioned over to the NDIS as intended."® DHHS stated:

Given the NDIA delays, the department has implemented strategies to expedite client
transition by increasing the volume of follow-up actions and prioritising clients with
complex needs.™

* The Specialist Disability Accommodation (SDA) initiative, which aimed to fill service
vacancies within 60 days, was 68.8% below target in 2017-18. DHHS again attributed
the result to ‘the delays in NDIA approving client SDA eligibility’."2 Although the

102 Department of Health and Human Services, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 49.

103 Department of Health and Human Services, Annual Report 2017-18, p. 6.

104 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 72.; Department of Health and Human
Services, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire, p. 28.

105 Department of Health and Human Services, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 28.

106 Ibid.
107 Ibid.
108 Ibid.

109 Department of Health and Human Services, Annual Report 2017-18, p. 99.; Department of Health and Human Services, Annual
Report 2018-19, p. 100.

110 Ibid.
11 Department of Health and Human Services, Annual Report 2018-19, p. 100.

M2 Department of Health and Human Services, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 33.

Public Accounts and Estimates Committee



3.6.2

Chapter 3 Department of Health and Human Services

target was not met in 2018-19, there was a vast improvement in performance with
the result being 7.7% below target.™

* The development and review of client disability support plans was also impacted
by the NDIS delay. Aiming to review support plans ‘at least once during each period
of three years commencing from when the support plans were first prepared
(individual supports)’, 76.7% of clients received this service in 2018-19, a reduction
from the 2017-18 result, which saw 96.5% of clients receive the service.™ DHHS
stated that those clients which were ‘earmarked for transition to NDIS did not
receive timely reviews of their support plans by the NDIA. ™

The data collection for a number of performance measures outlined in DHHS” Annual
Report 2018-19 have been discontinued due to the transition to NDIS."® Although

the NDIS is a Commonwealth initiative, the Committee considers it important for the
outcomes of the scheme to be tracked to enable assessment of the services it provides
to clients. DHHS’ Annual Report 2018-19 notes:

A new performance and monitoring regime has been established until 2025 to ensure
the new providers comply with rigorous obligations relating to safety, service quality
and fair workforce conditions."”

Further details of the regime were not provided, including whether the results will be

made publicly available.

RECOMMENDATION 5: The Department of Health and Human Services consider making
publicly available the performance and monitoring regime which tracks the quality of
services provided through the National Disability Insurance Scheme to Victorians.

Social Housing

Social housing is owned and run by the government, housing agencies or not-for-profit
organisations. It is made up of public housing and community housing. Social housing is
for people who are on low incomes and are most in need. 8

Supply and demand

Figure 3.3 below shows the total number of social housing dwellings in Victoria from
2014-15 to 2018-19. In 2017-18 the total number of social housing dwellings in Victoria

N3 Department of Health and Human Services, Annual Report 2018-19, p. 95.

14 Department of Health and Human Services, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 33.

115 Ibid.
16 Department of Health and Human Services, Annual Report 2018-19, p. 99.
17  Ibid., p. 65.

18 Department of Health and Human Services, Social housing, 03 November 2017, <https://providers.dhhs.vic.gov.au/social-
housing> accessed 19 May 2020.
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increased by 395" on the previous year. However in 2018-19, the total number of social
housing dwellings decreased by 1,187'2° compared to 2017-18.

Figure 3.3 Total number of social housing dwellings from 2014-15 to 2018-19

thousands

2014-15 201516 2016-17  2017-18  2018-19

Sources: Department of Health and Human Services, Annual Report 2014-15, p. 54; Department of Health and Human Services,
Annual Report 2015-16, p. 55; Department of Health and Human Services, Annual Report 2016-17, p. 58; Department of Health and
Human Services, Annual Report 2017-18, p. 94; Department of Health and Human Services, Annual Report 2018-19, p. 95.

FINDING 18: The total number of social housing dwellings in Victoria decreased by 1,187
from 2017-18 to 2018-19. Between 2014-15 and 2018-19 the total number of social housing
dwellings increased by 240.

While the number of social housing dwellings in Victoria has increased since 2014-15,12
the increase does not meet the demand as identified by DHHS in its 2017 Report:
Victoria’s social housing supply requirements to 2036: Quantifying the scale of demand
for social housing. This report stated that based on growth rates:

... over 30,000 additional dwellings need to be added in the next 20 years if Victoria is
to maintain long-term social housing at the current rate of 3.5 per cent. This translates
to an increase of around 1,600 to 1,700 dwellings each year to 2036, with approximately
a further 100 extra homes added to the short-to medium-term rental stock to maintain
the current level of social housing.'??

Notwithstanding that ‘this would be a considerable increase to the long-term rental
stock compared to what has previously occurred’, the report stated:

This figure would maintain social housing stock at current levels, in relation to total
occupied housing stock in Victoria, when taking into account predicted population
growth.?

19 Department of Health and Human Services, Annual Report 2017-18, p. 94 (Committee calculation).
120 Department of Health and Human Services, Annual Report 2018-19, p. 95 (Committee calculation).

121 The total number of social housing dwellings in Victoria in 2018-19 increased by 240 dwellings (or 0.3%) from 2014-15.
Department of Health and Human Services, Annual Report 2014-15, Melbourne, 2015, p. 54.

122 Council to Homeless Persons, Victoria's Social Housing Supply Requirements to 2036, Department of Health and Human
Services, 2017, p. 4.Department of Health and Human Services, 2017, p. 4.

123 Parliament of Victoria, Victoria’s social housing supply requirements to 2036, March 2017, <https:/www.parliament.vic.gov.au
images/stories/committees/SCLSI/Public_Housing_Renewal_Program/QON/VPTA-QON-Victorias_social_housing_supply.
regs_to 2036.pdf> accessed 19 May 2020.

36 Public Accounts and Estimates Committee


https://www.parliament.vic.gov.au/images/stories/committees/SCLSI/Public_Housing_Renewal_Program/QON/VPTA-QON-Victorias_social_housing_supply_reqs_to_2036.pdf
https://www.parliament.vic.gov.au/images/stories/committees/SCLSI/Public_Housing_Renewal_Program/QON/VPTA-QON-Victorias_social_housing_supply_reqs_to_2036.pdf
https://www.parliament.vic.gov.au/images/stories/committees/SCLSI/Public_Housing_Renewal_Program/QON/VPTA-QON-Victorias_social_housing_supply_reqs_to_2036.pdf

Chapter 3 Department of Health and Human Services

FINDING 19: The Department of Health and Human Services’ 2017 Report: Victoria’s
social housing supply requirements to 2036 states that an additional 1,600 social housing
dwellings are required each year for two decades to meet the current demand. The number
of new social housing dwellings required to meet this demand was not met in 2017-18 and
2018-19.

Target acquisitions

DHHS reports on the number of social housing dwellings acquired each financial year.
DHHS acquired 884 social housing dwellings in 2017-18 which was 194 below the 1,078
target.’?* DHHS’ response to the Committee’s questionnaire stated:

... affordability and availability of private rental leases has been challenging due to a
lack of supply’ making it difficult to meet the target.'?

In 2018-19 the target for social housing dwellings acquired during the year was revised
down to 870 from the 2017-18 target of 1,078. This target was met with DHHS acquiring
874 social housing dwellings during 2018-19.126

FINDING 20: In 2018-19 the Department of Health and Human Services revised the target
of the performance measure ‘number of total social housing dwellings acquired during the
year’ down from 1,078 in 2017-18 to 870 in 2018-19.

Stock levels

DHHS publishes data in its annual reports on the State’s total number of social housing
dwellings and the number of social housing dwellings acquired for the year. Information
about the disposal of social housing dwellings is not published.

Figure 3.4 below shows the total number of social housing dwellings and the total
number of social housing dwellings acquired each year from 2014-15 to 2018-19 as
provided in DHHS’ annual reports.
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Figure 3.4 Total number of social housing dwellings and acquisitions (2014-15 to 2018-19)
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Sources: Department of Health and Human Services, Annual Report 2014-15, p. 54; Department of Health and Human Services,
Annual Report 2015-16, p. 55; Department of Health and Human Services, Annual Report 2016-17, p. 58; Department of Health and
Human Services, Annual Report 2017-18, p. 94; Department of Health and Human Services, Annual Report 2018-19, p. 95.

As demonstrated by Figure 3.4 the total number of social housing dwellings acquired
each financial year does not necessarily equate to the overall increase in the number

of social housing dwellings year on year. For example, total number of social housing
dwellings acquired in 2017-18 were 884 but the total number of social houses at the end
of 2017-18 was 86,813 (an increase of only 394 from 2016-17). Total number of social
housing dwellings acquired in 2018-19 were 874 but the total number of social houses at
the end of 2018-19 was 85,626 (a year on year decrease of 1,187 from 2017-18).

FINDING 21: Publicly available data related to social housing does not enable the net
contribution made to the total number of social housing dwellings as a result of acquisitions
each financial year to be determined. This is because the data relating to the sale of social
existing social housing dwellings each financial year is not available.

RECOMMENDATION 6: To enable a complete picture of the State’s social housing stock,
the Department of Health and Human Services consider publishing both acquisitions, sales
and the closing balance of social housing dwellings in its annual report.

Social Housing Growth Fund

The 2017-18 Budget established a $1 billion Social Housing Growth Fund to deliver
more social housing.'? The indicative modelling suggests that over the next five
years the fund could support around 2,200 households.’?® However according to
the Social Housing Growth Fund website, the final level of new social housing and
the mix between new construction and rental support through the fund is yet to be
determined.’®

127 Department of Health and Human Services, Annual Report 2017-18, p. 20.

128 Department of Health and Human Services, Victorian Social Housing Growth Fund, 13 May 2020,
<https:/www.dhhs.vic.gov.au/victorian-social-housing-growth-fund> accessed 19 May 2020.

129  Ibid.
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The Committee notes that there are no performance measures to assess the number of
households that will be supported through the Social Housing Growth Fund and DHHS’
2017-18 and 2018-19 Annual Reports do not provide information about the balance of
the Fund or what construction and rental support has been provided from the Fund.

FINDING 22: The Social Housing Growth Fund, established in 2017-18, aims to support
around 2,200 households. The Department of Health and Human Services’ 2017-18 and
2018-19 annual reports do not contain information about the balance of the Fund or the
outcomes it has achieved.

RECOMMENDATION 7: To enable evaluation of the effectiveness and efficiency of the
Social Housing Growth Fund, the Department of Health and Human Services consider
developing performance measures to assess the outcomes delivered by the fund;

and include in its annual reports, information about the balance of the fund and what
construction and rental support has been provided from the fund.

Maintenance

Under the Housing Assistance output, in 2017-18 and 2018-19 there was a -10.5% and
-11.5% variance between the target and actual figures for the ‘Social housing tenants
satisfied with completed non-urgent maintenance works’ performance measure.’30

With regard to the 2017-18 result, the DHHS Annual Report 2017-18 stated:

The result is lower than the target due to the increased volume of calls requesting gas
heater maintenance due to the department raising tenant awareness of the harmful
effects of carbon dioxide emissions from open flued gas heaters. Additional contractors
have been engaged and are working at full capacity to meet the increased demand.’®

With regard to the 2018-19 result, DHHS Annual Report 2018-19 stated:

This result is lower than the target due to the increased volume of calls requesting gas
heater maintenance due to Energy Safety Victoria's public safety campaign aimed at
raising the awareness of the harmful effects of carbon dioxide emissions from open
flued gas heaters.

In 2018-19 DHHS recorded an overspend of $44 million or 7.7% in the Housing
Assistance output due to:

... additional funding for the gas heater replacement program, and increased
Commonwealth funding under the National Housing and Homelessness Agreement
subsequent to the published budget.’3?

130 Department of Health and Human Services, Annual Report 2017-18, p. 95.; Department of Health and Human Services, Annual
Report 2018-19, p. 95.

131 Department of Health and Human Services, Annual Report 2017-18, p. 95.
132 Department of Health and Human Services, Annual Report 2018-19, p. 95.
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The Committee notes that the 2019-20 target for this performance measure remains the
same as in 2017-18 and 2018-19;33 and that the 2019-20 Budget allocated $30.8 million
for gas heater replacement in public housing.®4

FINDING 23: Notwithstanding the engagement of additional contractors, the results
across 2017-18 and 2018-19 were lower than the targets for the ‘Social housing tenants
satisfied with completed non-urgent maintenance works’ performance measure due to the
increased volume of requests for gas heater maintenance.

Prevention of family violence

Service delivery performance measures

Among its achievements across 2017-18 and 2018-19, DHHS noted:

* Referral of 50,000 people to The Orange Door for support since commencement,
including 20,000 children and 3,500 people who identified as Aboriginal or Torres
Strait Islander’ss

* Training of 10,000 support providers in Multi-Agency Risk Assessment and
Management (MARAM)36

* Training of 1,400 practitioners and managers in the use of Family Violence
Information Sharing Scheme (FVISS).1¥’

However DHHS did not meet its family violence service delivery performance measure
targets in 2017-18 and only met half of these targets in 2018-19.138 Performance in regard
to training and conducting Family Violence Risk Assessments is discussed in more detail
below.

In 2017-18 the Workers trained in Family Violence Risk Assessment initiative was 57.9%
below target. This resulted in 5,790 frontline workers not receiving training. This was
due to the rephasing of the training programs to align with the roll out of the Child
Information Sharing Scheme.™ In 2018-19 DHHS exceeded the defined target by 17.7%,
providing training to an extra 1,767 workers.™0

In 2017-18 DHHS aimed to establish five Support and Safety Hubs. Only three were
developed due to ‘infrastructure complexities in North East Melbourne and planning

133 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2019-20 p. 220.
134 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2019-20 Budget Estimates, p. 82.

135 Department of Health and Human Services, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 27.

136 Ibid.

137 Ibid.

138 Ibid., p. 95.; Department of Health and Human Services, Annual Report 2018-19, p. 96 (Committee calculation).
139 Department of Health and Human Services, Annual Report 2017-18, p. 95.

140 Department of Health and Human Services, Annual Report 2018-19, p. 95.
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issues in Inner Gippsland’.*# In 2018-19 the target was to establish eight Hubs.
However only five were finalised in this period in light of ‘the decision to sequence
implementation of the next three ... Hubs from early 2019-20’."2 This delay resulted
in 472 assessments being completed at the Hubs in 2017-18, 81.1% per cent below the
2,500 target.™3 Conversely, this target was exceeded in 2018-19 by 23.5%.144

With regard to the timeliness of risk assessments, a target of 80% of assessments to be
completed within agreed timeframes was set in 2017-18 and 2018-19. However this was
100% under target in 2017-18 due to the length of time taken to ‘establish an agreed
timeframe for the completion of assessments within an integrated service delivery
context’.™> DHHS noted that FSV was:

... working with funded agencies to establish the timeframes for assessments to be
completed that are applicable for family violence, perpetrator risk and child wellbeing
assessments conducted by the integrated specialist teams within The Orange Door.™é

Although the timeliness target was not met in 2018-19, there was a vast improvement in
performance with the result being less than 1% below target.4?

FINDING 24: The Department of Health and Human Services (DHHS) did not meet its
family violence service delivery performance measure targets in 2017-18 and met half

of these targets in 2018-19. In both years DHHS did not deliver the targeted number of
Support and Safety Hubs. In 2017-18 there were 5,790 frontline workers who did not receive
Family Violence Risk Assessment training and there was a delay in establishing an agreed
timeframe for Family Violence Risk Assessments.

Need for more sophisticated performance measures

According to Family, domestic and sexual violence in Australia: continuing the national
story 2019: in brief published by the Australian Institute of Health and Welfare, the
number of people accessing services due to family, domestic and sexual violence
continues to rise: such as police, hospital, child protection and homeless services.

In the 2017-18 Budget, DHHS introduced a new performance measure—the number of
clients assisted to address and prevent homelessness due to family violence. While the
Committee commends DHHS for establishing this important new performance measure,
there are notable performance information gaps on various aspects of family, domestic
and sexual violence.

141 Department of Health and Human Services, Annual Report 2017-18, p. 96.
142 Department of Health and Human Services, Annual Report 2018-19, p. 96.
143 Department of Health and Human Services, Annual Report 2017-18, p. 96.
144 Department of Health and Human Services, Annual Report 2018-19, p. 96.
145 Department of Health and Human Services, Annual Report 2017-18, p. 96.
146 Ibid.

147 Ibid., p. 95.
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To monitor the effectiveness of the government’s commitments on preventing family
violence, it is important that DHHS further develops measures to report on:

e the number of people that are being hospitalised due to family and domestic
violence

* the domestic homicide rate in Victoria.

FINDING 25: There are opportunities to strengthen performance information on family,
domestic and sexual violence to gauge the effectiveness of the Government’s commitments
on preventing family violence.

RECOMMENDATION 8: The Department of Health and Human Services consider
developing performance measures to report on the annual number of women and children
that are being hospitalised due to family and domestic violence and domestic homicide rate
in Victoria.

Funding allocation and security

Several Orange Door functions relate to ‘supporting the integration of services’ and
facilitating their workforce to ‘navigate the broader service system to effectively

meet the needs of clients’.™8 In 2017-18 and 2018-19 the ‘service navigation budget for
specialist family violence navigators was re-prioritised’ to the first five Orange Door
areas: Barwon, Bayside Peninsula, Inner Gippsland, Mallee and North East Melbourne.?
DHHS advised:

The funding was provided to key roles to support integrated practice and service
navigation functions being delivered including Integrated Practice Leaders, Advanced
Family Violence Practitioners, Community Based Child Protection Team Leaders,
Aboriginal Practice Leaders, and Service System Navigators across the launch areas.’®©

In 2017-18 and 2018-19 Treasurer’s Advances were provided to fund services related to
the roll out of the state-wide CIP (Central Information Point).” In 2017-18 $5.5 million in
additional funding was provided to ‘establish a central information point as part of the
family violence information sharing system reform’.>2 This initiative aimed to ‘provide
Support and Safety Hubs and critical family violence organisations with access

148 Department of Health and Human Services, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, pp. 12-3.

149 Ibid.

150 Ibid.

151 Ibid., pp. 47,50.
152 Ibid., p. 37.
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to relevant and up-to-date information on perpetrators of family violence’.’53 In 2018-19
$9.8 million in additional funding was provided for Stage 2 of the program.’®* However
there was no funding allocated in the 2017-18 or 2018-19 Budget for this program.’s>

FINDING 26: Across 2017-18 and 2018-19 family violence reform initiatives have been
funded through a combination of budget allocations, the reprioritisation of funding and
Treasurer’s Advances.

In both 2017-18 and 2018-19 there was an underspend for the Family Violence Service
Delivery output, totalling $99 million. In 2017-18 the $30 million underspend in the
output was:

... funding requested to be carried over into 2018-19 for a number of key initiatives

to implement the recommendations of the Royal Commission into Family Violence,
including the 10-year industry plan, Support and Safety Hubs, and initiatives to address
Aboriginal family violence.™®

In 2018-19 the underspend for the Family Violence Service Delivery output was
$69 million as a result of:

... the adoption of a revised schedule of sequencing for the Orange Door site roll out;
rephasing of initiatives and carryover of funding into 2019-20.%%7

FINDING 27: The Committee notes that there was a significant underspend across both
2017-18 and 2018-19 for the Family Violence Service Delivery output totalling $99 million.

Helpline for men regarding family violence

Under the Child Protection and Family Services output, the performance measure
‘Number of calls made to the statewide telephone helpline for men regarding family
violence’ was 8.7% below target in 2017-18. DHHS’ Annual Report 2017-18 stated:

The lower result to target reflects Men Referral Service’s (MRS) increased capacity to
respond to more calls in a timely manner. By answering a greater number of calls, MRS
has reduced its call abandonment rate, resulting in fewer people making multiple return
calls to MRS58

153 Ibid.7

154  Ibid., p. 50.

155  Ibid., pp. 37,50.

156 Department of Health and Human Services, Annual Report 2017-18, p. 96.
157 Department of Health and Human Services, Annual Report 2018-19, p. 96.
158 Department of Health and Human Services, Annual Report 2017-18, p. 92.
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In 2018-19 the result for this performance measure was 19% below target. DHHS’
2018-19 Annual Report stated:

This result is lower than the target and reflects increased efficiencies in service delivery.
This is a positive result.’™®

The Committee acknowledges that these below target results for this quantity
performance measure in 2017-18 and 2018-19 is a positive result. However it notes
that there is not a performance measure to evaluate the outcomes achieved by the
telephone helpline for men regarding family violence.

RECOMMENDATION 9: The Department of Health and Human Services consider
developing and publishing a performance measure to gauge the outcomes of the telephone
helpline for men regarding family violence.

3.6.4 Demand for emergency department services

Timely and appropriate emergency department treatment is an important service
provided by DHHS. The department states that:

Patient demand for ED [emergency department] care is increasing, and improving
ED services, facilities and waiting times is a priority for the Victorian Government.'6°

In this context, the Committee notes that the following performance measures were
below target in 2017-18 and 2018-19, primarily as a result of increased demand for
emergency department services.

Emergency patients admitted to a mental health bed

Under the Mental Health output (Clinical Care sub-output) the result for the ‘Emergency
patients admitted to a mental health bed within eight hours’ performance measure was
28.1% below target in 2017-18'' and 33.8% below target in 2018-19.162

With regard to the 2017-18 result, DHHS’ response to the Committee’s questionnaire
stated that the result is lower than the target:

... due to high level of demand as people are presenting directly to emergency
departments needing an acute inpatient admission.'63

159 Department of Health and Human Services, Annual Report 2018-19, p. 93.

160 Department of Health and Human Services, Emergency care, 2020, <https:/www?2.health.vic.gov.au/hospitals-and-health-
services/patient-care/acute-care/emergency-care> accessed 06 July 2020.

161 Department of Health and Human Services, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 123.

162 Ibid., p.135.
163  Ibid., p. 123.
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With regard to the 2018-19 result, DHHS’ response to the Committee’s questionnaire
stated that the result is lower than the target:

... due to the increasing trend in the number of people presenting directly to emergency
departments. The majority of rural services meet the 80 per cent of emergency patients
admitted to a mental health bed within eight hours target, yet results for metropolitan
services impact negatively on the statewide results. The department is addressing
demand via the development of Mental Health and Alcohol and Other Drug Emergency
Department hubs, clinical uplift of Prevention and Recovery Care Units and Intensive
Community Mental Health Packages.164

Emergency services

Under the Acute Health output (Emergency Services sub-output) the results for the
following performance measures were below target in both 2017-18 and 2018-19:

* ‘Emergency patients treated within clinically recommended time to treatment’ was
9.3% below target in 2017-18%> and 10.6% below target in 2018-19.166

With regard to the 2017-18 result, DHHS’ response to the Committee’s questionnaire
stated that the result is lower than target:

... due to increasing demand for emergency department services across the Victorian
hospital system. Additional funding was provided during Q3 and Q4 to assist in meeting
this increased demand ... Safer Care Victoria is working with [health services/the
hospital system] ... to implement strategies to ... improve performance.’®”

With regard to the 2018-19 result, DHHS’ response to the Committee’s questionnaire
stated:

The result is lower than the target due to increasing demand for emergency department
services across the Victorian hospital system. The Timely Care Partnership has been
initiated by Safer Care Victoria to improve sector performance.'68

e The result for the performance measure ‘Emergency patients with a length of stay
of less than four hours’ was 7.7% below target in 2017-18'6° and 10% below target in
2018-19.170

With regard to both the 2017-18 and 2018-19 results, DHHS’ explained that the results
were lower than the target ‘... due to higher number of emergency presentations and
stable number of patients presenting for less urgent conditions ... 171

164 Ibid., p. 135.
165  Ibid., p. 120.
166  Ibid., p. 130.
167  lbid., p. 120.
168  Ibid., p. 130.
169  Ibid., p. 120.
170 Ibid., p. 131.
171 Ibid., pp. 120,31.
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* ‘Proportion of ambulance patient transfers within 40 minutes’ was 7.4% below
target in 2017-18"72 and 9.3% below target in 2018-19.173

With regard to the 2017-18 result, DHHS provided the same response as for the
‘Emergency patients treated’ measure discussed above.”4

With regard to the 2018-19 result, DHHS’ response to the Committee’s questionnaire
stated:

The result is lower than the target due to increasing demand for emergency
department services across the Victorian hospital system which impacts on
performance. The department has established the Ambulance Taskforce with key
stakeholders across the sector to identify and improve performance.”s

FINDING 28: In 2017-18 and 2018-19 the results for the following Department of Health
and Human Services performance measures were below target primarily as a result of the
increased demand for emergency department services:

*  Emergency patients admitted to a mental health bed within eight hours
* Emergency patients treated within clinically recommended time to treatment
e Emergency patients with a length of stay of less than four hours

* Proportion of ambulance patient transfers within 40 minutes.

Voluntary assisted dying

The 2018-19 Budget allocated $2.4 million to the People’s End of Life Care Choices
initiative, and a further $4.1 million across the forward estimates for the enactment of
the Voluntary Assisted Dying Act 2017 (Vic) (the Act).”6 Implementation of voluntary
assisted dying in Victoria included establishing an Implementation Taskforce and
Secretariat to coordinate, oversee and facilitate this program.’”? In 2018-19 the Voluntary
Assisted Dying Review Board (VADRB) was established to report to Parliament annually
on the operation of the Act, provide data on persons accessing the voluntary assisted
dying service and make recommendations ‘on any systemic voluntary assisted dying
matter identified by the board during the reporting period’.'”®

172 Ibid., p.120.
173 Ibid., p.131.
174 Ibid., p. 120.
175  Ibid., p.131.
176 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 72.

177 Department of Health and Human Services, Annual Report 2017-18, p. 68.; Department of Treasury and Finance, Budget Paper
No. 3 Service Delivery 2018-19, p. 75.

178 Department of Health and Human Services, Annual Report 2017-18, p. 68.; Department of Treasury and Finance, Budget Paper
No. 3 Service Delivery 2018-19, p. 7.; Better Safer Care, Voluntary Assisted Dying Review Board: Terms of Reference, 2019, p. 5.
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The table below"? sets out the data that was recorded by the VADRB in their Report of
Operations for June to December 2019.

Voluntary Assisted Dying Review Board data—requests received from 19 June to
31 December 2019

Stage Status Number Total

Elibibility

First assessment Eligble 135 136
Ineligible 1

Consulting assessment Eligible 100 102
Ineligible 2

Permit applications

Self-administration permit Approved 70 70
Not approved 0

Practitioner administration permit Approved 11 11
Not approved 0

Withdrawn NA 19 19

(Reasons for withdrawal may include administrative error
or confirmation of death by means other than voluntary
assisted dying)

Medications dispensed

For self-administration NA 57 66

For administration by a practitioner NA 9

Confirmed deaths (as notified by Births, Deaths and Marriages)

Medication was self-adminstered NA 43 52

Medication was administered by a practitioner NA 9

Source: Voluntary Assisted Dying Review Board, Report of operations: June to December 2019, 2020, p. 3.

In 2018-19 DHHS also implemented two support services as part of the Acute Training
and Development and Non-Admitted Services output—the Statewide Pharmacy Service
and the Care Navigator Service. These Services aim to:

... assist individuals, carers, families and medical treating teams by providing
information about or access to voluntary assisted dying.'80

The 2018-19 Budget papers do not set any performance measures for the
implementation of the Voluntary Assisted Dying Act and associated services. Although
the VADRB tracks data related to the numbers of clients accessing the service, the

179 Voluntary Assisted Dying Review Board, Report of operations: June to December 2019, 2020, p. 3.

180 Department of Health and Human Services, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 30.

Inquiry into the 2017-18 and 2018-19 financial and performance outcomes 47



Chapter 3 Department of Health and Human Services

3.6.6

48

Committee considers it important that DHHS also measure the quality of the voluntary
assisted dying services it provides.

RECOMMENDATION 10: The Department of Health and Human Services develop
performance measures to track the quality and the number of services provided under the
Voluntary Assisted Dying Act 2017 (Vic).

Drug Prevention and Control—phone service to support family
members

Phone services in the drug treatment system are often the first point of contact for drug
users’ families.’ The services provide:

... confidential counselling and assistance, information and education, self-assessment
tools, contacts for self-help groups and referral for treatment.'82

DHHS 2017-18 Annual report stated that:

Stage 3 of the Ice Action Plan provided $6 million to enhance and expand phone and
web-based alcohol and other drug (AOD) support services. This funding was put
towards existing helpline services to provide information, support and referral for
people using alcohol and other drugs, as well as their families. Funded services included
DirectLine, the Youth Drug and Alcohol Advice Services (YoDAA) and Family Drug
Help.'83

Under the Drug Services output (Drug Prevention and Control sub-output), the result
for the ‘Number of phone contacts from family members seeking support’ was 25.9%
below the target in 2017-18'84 and 30% below the target 2018-19.18>

With regard to the 2017-18 result, DHHS’ response to the Committee’s questionnaire
stated that the lower than target outcome was:

... primarily due to a decline in contacts from family members across all services in
2017-18. In response, the department is continuing to engage with the service provider
that delivers these services to ensure that they are appropriately promoted.’86

With regard to the 2018-19 result, the same response was provided.'®’

181 Department of Health and Human Services, Telephone and online services, 2020, <https://www2.health.vic.gov.au/alcohol-
and-drugs/aod-treatment-services/pathways-into-aod-treatment/aod-telephone-online-services> accessed 26 May 2020.

182 Ibid.

183 Department of Health and Human Services, Annual Report 2017-18, p. 27.

184 Department of Health and Human Services, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p.122.

185 Ibid., p.132.
186 Ibid., p.122.
187 Ibid., p. 132.
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FINDING 29: In 2017-18 the Department of Health and Human Services identified the need
to engage with providers that deliver phone services for drug users’ families to ensure their
services are promoted appropriately. However in 2018-19 there was a further decline in the
number of contacts from family members to these services.

Aboriginal Child Specialist Advice and Support Services

With regard to providing additional cultural support to Aboriginal children in the out of
home care and child protection systems, DHHS explained that in 2017-18:

A full program evaluation of both the [Aboriginal Child Specialist and Support Services]
ACSASS and [Child Protection Systems] CSP was undertaken. The ACSASS program
guidelines were reviewed and the program providers expanded to include Njernda

and BDAC [Bendigo and District Aboriginal Co-operative] to deliver ACSASS. The CSP
program guidelines were reviewed and a project plan developed to implement the
evaluation findings.'88

Aboriginal community controlled organisations data systems
and reporting

Under the Child Protection and Family Services output, the performance measure
‘Number of family services cases provided to Aboriginal families’ was 1% below target in
2017-18'8% and 17.5% below target in 2018-19.1% DHHS’ 2078-19 Annual Report stated:

The result is lower than the target due to gaps in available data. The department is
working with Aboriginal community controlled organisations on options to improve data
systems and reporting.’

Alfred Health

Alfred Health provides healthcare services at:
» three hospitals (The Alfred, Caulfield Hospital and Sandringham Hospital) and

e community clinics that provide services including, specialist care and rehabilitation
services.!??

In 2018-19 Alfred Health implemented the integrated electronic medical record (EMR)
across its three hospitals over five weeks. Alfred Health identified several benefits of
the new system:

... particularly in terms of managing medications which are now prescribed,
administered and documented in the EMR. This brings greater transparency and
reduces medication safety risk, with dosage and allergy alerts Alfred Health’s EMR
implementation was recognised at the Australian Healthcare Week Awards, where we
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were awarded the Digital Transformation Award. In 2019-20, we will further streamline
the EMR, introducing new functionality including a patient portal that gives patients
access to their own records.13

In 2018-19 Alfred Health also ‘experienced some infrastructure challenges and
completed essential repair works at The Alfred’.'*4 The 2078-19 Annual Report explained
that:

* faulty cold water pipes continuously affected daily operations but were successfully
replaced

* extreme wet weather challenged the now completed roof and sewerage
replacement program, with water leakage from storms in late 2018 resulting in the
closure of an operating theatre as well as two wards.19>

3.7.1 Financial analysis

In both 2017-18 and 2018-19 Alfred Health incurred greater expenses than income,
resulting in a negative net result.

Table 3.4  Alfred Health—Summary of Comprehensive Operating Statement in 2017-18
and 2018-19

2017-18 Actual  2018-19 Actual
($ milliion) ($ million)

Controlled items

Income from transactions 1,229.4 1,315.0
Expenses from transactions 1,265.4 1,353.7
Net results (36.0) (38.7)

Source: Alfred Health, Annual Report 2018-19, p. 74

Alfred Health’s comprehensive operating statement in 2017-18 and 2018-19 reflects an
unstable financial position as Alfred Health’s total expenses exceed its total income.

193  Ibid., pp. 30-1.
194 Ibid, p. 9.
195  Ibid.
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FINDING 30: Alfred Health’s comprehensive operating statement in 2017-18 and 2018-19
reported a negative net result where total expenses exceeded its total income.

Emergency presentations and ambulance arrivals

There has been an increase in emergency presentations at The Alfred and Sandringham
Hospital with 69,147 in 2018-19 compared to 66,295 in 2017-18 at the Alfred; and 45,505
in 2018-19 compared to 43,893 in 2017-18 at Sandringham Hospital.'®¢ This totals an
increase of 4,464 emergency presentations in 2018-19 compared to 2017-18.

Figure 3.5 below demonstrates the increase in emergency presentations from 2014-15
to 2018-19.

Emergency presentations at The Alfred and Sandringham Hospitals, 2014-15
to 2018-19

69.1
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Bl The Alfred M Sandringham Hospital®
a. Includes Sandrigham Ambulatory Care Centre.

Source: Alfred Health, Annual Report 2018-19, p. 10.

Alfred Health’s 2018-19 Annual Report also provides information on the increase in
ambulance arrivals at the Alfred and Sandringham Hospitals with 23,375 in 2018-19
compared to 21,545 in 2017-18 at the Alfred; and 4,334 in 2018-19 compared to 4,072
in 2017-18 at Sandringham Hospital.®®? This totals an increase in ambulance arrivals
of 2,092 in 2018-19 compared to 2017-18.

FINDING 31: The Alfred and Sandringham Hospital had an additional 4,464 emergency
presentations in 2018-19 compared to 2017-18; and an additional 2,092 ambulance
presentations in 2018-19 compared to 2017-18.

197 Ibid.
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3.8 Monash Health

Monash Health is Victoria’s largest public health service.®® It provides health care
services at 10 hospitals (including the Monash Medical Centre, Casey Hospital,
Dandenong Hospital, Monash Children’s Hospital and Moorabbin Hospital), and other
community, mental health and aged care services.!9?

3.8.1 Financial analysis

In both 2017-18 Monash Health’s income exceeded expenses, resulting in a positive
net result.

Table 3.5 Monash Health—Summary of Comprehensive Operating Statement in 2017-18
and 2018-19

2017-18 Actual 2018-19 Actual

Controlled items
($ milliion) ($ million)

Income from transactions 1,882.1 2,066.3
Expenses from transactions -1,877.4 -2,046.5
Net results 4.7 19.7

Source: Monash Health, Annual Report 2018-19, p. 52.

FINDING 32: Monash Health’s comprehensive operating statement in 2017-18 and 2018-19
reflects a stable position as Monash Health’s overall income exceeded expenses.

198 Monash Health, About Monash Health, <https://monashhealth.org/about> accessed 26 May 2020.
199 Monash Health, Contact Monash Health, <https://monashhealth.org/contact> accessed 26 May 2020.

52 Public Accounts and Estimates Committee


https://monashhealth.org/about/
https://monashhealth.org/contact/

4 Department of Education and
Training

Findings

33. The Department of Education and Training reported several program highlights—
more than the targeted number of children with a disability or development delay
received Early Childhood Intervention Services support, an increased number of
Aboriginal children and at-risk children participated in kindergarten services and
increased number of secondary students attending school activities.

34. The Department of Education and Training’s (DET) comprehensive operating
statement in 2017-18 and 2018-19 reflects a stable position as DET’s overall income
exceeds expenses.

35. In both 2017-18 and 2018-19 the Department of Education and Training achieved or
exceeded more than 70% of its performance measures.

36. The targets for the following three performance measures under the Department of
Education and Training’s Training, Higher Education and Workforce Development
output have been reduced following two successive years of underperformance:

* number of government subsidised course enrolments

* number of government subsidised enrolments by students living in regional
Victoria

e number of students without Year 12, or Certificate Il or above, enrolled in a
government subsidised course at Certificate Ill or above.

37. Five performance measures under the Department of Education and Training’s
Training, Higher Education and Workforce Development output were proposed
to be discontinued in the 2019-20 Budget following two successive years of
underperformance.

38. The Department of Education and Training annual reports do not specify the equity
funding allocated to schools. The performance measures indicate that all available
funding to maximise the ability of schools to assist socially disadvantaged students
has not been used.

39. The Department of Education and Training has updated its School Attendance
Guidelines and provided increased trend and comparative information regarding
student absenteeism.
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Overview

The Department of Education and Training (DET) is responsible for delivering and
regulating statewide learning and development services across the early childhood,
school education, and training and skills sectors. DET currently supports the ministerial
portfolios of Education, Higher Education and Training and Skills. Before 1 January 2019
DET was also responsible for the Early Childhood Education portfolio.200

DET’s objectives are to:

* Raise standards of learning and development achieved by Victorians using
education, training, development and child health services

* Increase the number of Victorians actively participating in education, training and
development

e Increase the contribution education, training, development and child health services
make to good health and quality of life for all Victorians, particularly children and
young people

* Increase the productivity of DET services.29

Outcomes in the community across 2017-18 and
2018-19

In the interest of encouraging the effective and efficient provision of public services to
deliver positive outcomes for the Victorian community, the Committee’s questionnaire
asked departments to outline the five programs that provided the most important
outcomes in the community. The programs identified by DET were:

e 8,590 young children with a disability or development delay received Early
Childhood Intervention Services support while they were waiting to access the
National Disability Insurance Scheme (NDIS) in 2017-18. In the same year DET also
funded 78,970 children to participate in kindergarten ‘to improve lifelong cognitive,
social and emotional outcomes’22

e In 2018-19 1,499 Aboriginal children were funded to participate in kindergarten in
the year before school?93 while 1,922 at-risk children participated in a kindergarten
service in the two years before school2%4

200 Machinery of government changes effective on 1January 2019 transferred maternal child health and early parenting to
the Health portfolio from the former Early Childhood Education portfolio within DET.

201 Department of Education and Training, Annual Report 2018-19, Melbourne, 2019, p. 17.

202 Department of Education and Training, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, received 15 December 2019, p. 8.

203 Aboriginal children funded to participate in kindergarten in the year before school is a new performance measure
introduced in the 2018-19 Budget. Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19,
Melbourne, 2019, p. 173.

204 Department of Education and Training, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, p. 9.
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e the Camps, Sports and Excursions Fund program funded 173,736 secondary
students to attend activities including school camps or trips, swimming and sport
programs, and educational excursions across 2017-18 and 2018-19.205

FINDING 33: The Department of Education and Training reported several program
highlights —more than the targeted number of children with a disability or development
delay received Early Childhood Intervention Services support, an increased number of
Aboriginal children and at-risk children participated in kindergarten services and increased
number of secondary students attending school activities.

Challenges

DET’s main challenge across 2017-18 and 2018-19 was population growth. DET stated
that:

Victoria is growing faster than any other state or territory in Australia. Melbourne’s
population alone is projected to increase from 5 million in 2018 to 9.3 million in 2056.
Over the next four years, the total number of enrolled students is expected to increase
from over 971,000 to more than 1 million in the Victorian school system. Two thirds of
these are anticipated to attend a government school.2%¢

This significant population growth has increased demand for early childhood education
which also posed challenges for DET in 2017-18 and 2018-19. To help address increasing
demand, as part of the 2019-20 Budget the Government committed to providing
universal access to three-year-old kindergarten of at least five hours per week by
2022.297 DET stated that:

This involves building and expanding almost 1,000 new and existing early childhood
facilities over 10 years to ensure Victorian children can access two years of play-based
early learning before school.208

DET also advised the Committee that Victoria’s significant population growth:

... IS placing additional demands on our services and workforce, with planning and
support required for staff across early childhood, schools and higher education,
particularly considering the shift from regional and rural Victoria to metropolitan
areas.20°

205 Ibid., pp. 8-10 (Committee calculation).
206 Ibid., p. 155.

207 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2019-20 Budget Estimates,
October 2019, p. 101.

208 Department of Education and Training, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, p. 155.

209 |Ibid.
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Figure 4.1
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Financial analysis

Expenditure

In 2017-18 DET’s budget was $14.0 billion.Z"® Actual expenditure for the year was
$13.7 billion, representing a 1.5% or a $210 million variance.?"

In 2018-19 DET’s budget was $14.9 billion.?? Actual expenditure for the year was
$14.5 billion, representing a 2.8% or a $424 million variance.?’

Department of Education and Training variances in output expenditure, 2017-18
and 2018-19

2017-18

W $210 million

2018-19 B Budget

W $424 million B Actual

145

W Variance

$ billion 0 2 4 6 8 10 12 14 16 18 20

Source: Department of Education and Training, Annual Report 2017-18, pp. 28-41; Department of Education and Training,
Annual Report 2018-19, pp. 32-52; Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 168.

The variances in both years were mainly attributable to an underspend in the Training,
Higher Education and Workforce Development output.? DET came in under budget
for this output by 10.1% or $245 million in 2017-18 and by 10.3% or $252.4 million in
2018-19.25 The output supports Victorians to gain the skills and capabilities essential for
success in employment and further training or study.?'® Performance under this output
is discussed in further detail below.

Table 4.1 shows DET’s expenditure by output in 2017-18 and 2018-19 and relevant
variances between the Budget and actual expenditure.

210 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 168.

211 Department of Education and Training, Annual Report 2017-18, Melbourne, 2018, p. 150 (Committee calculation).
212 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 168.

213 Department of Education and Training, Annual Report 2018-19, pp. 149-50 (Committee calculation).

214 Ibid., pp. 149-50; Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 168
(Committee calculation).

215 Department of Education and Training, Annual Report 2018-19, pp. 149-50; Department of Education and Training,
Annual Report 2017-18, p. 122 (Committee calculation).

216 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 188.
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Table 4.1 Department of Education and Training expenditure by output in 2017-18 and

2018-19
2017-18 2018-19
Output Budget Actual Variance Budget Actual Variance
($ million) ($ million) (%) | ($ million) ($ million) (%)
Strategy, Review and Regulation 106 113 6.5 117 123 5.5
Early Childhood Development 606 631 4.1 656 650 -0.9
School Education—Primary 5,220 5,261 0.8 5,697 5,614 -1.5
School Education—Secondary 4,271 4,200 -1.7 4,547 4,453 -2.1
Training, Higher Education and 2,432 2,187 -10.1 2,448 2,196 -10.3
Workforce Development
Support Services Delivery 343 348 1.7 369 388 5.1
Support for Students with 975 1,002 2.8 1,107 1,093 -1.3
Disabilities
Total 13,952 13,742 -1.5 14,941 14,517 -2.8

Source: Department of Education and Training, Annual Report 2017-18, pp. 28-41; Department of Education and Training, Annual
Report 2018-19, pp. 32-52; Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 168.

4.4.2 Revenue and expenses

DET’s output appropriations increased in 2017-18 by $631.7 million or 5.2% from 2016-17
and in 2018-19 by $999.7 million or 7.8% from 2017-18.27 DET explained that this year on
year increase primarily reflects:

... general inflation related indexation, EBA [Enterprise Bargaining Agreement]
increases, new initiatives (including Education State, Responding to Victorian job
growth with more training, Digital Education, additional enrolment-based funding)
and the Program for Students with Disabilities demand funding.?'®

DET’s employee expenses also increased in 2017-18 by $475.8 million or 7.0% from
2016-17 and in 2018-19 by $476.5 million or 6.6% compared to 2017-18. DET outlined
that the increase is:

... mainly due to indexation, salary progression payments, salaries for additional teachers
to support enrolment growth and new initiatives approved in state budgets, including
Responding to Victorian Job Growth with more training and Improving Science,
Technology, Engineering and Mathematics (STEM).219

217 Department of Education and Training, Annual Report 2017-18, p. 100, Department of Education and Training,
Annual Report 2018-19, p. 125.

218 Department of Education and Training, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, p. 64.

219 Ibid., p. 71.
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4.4.3 Overall financial performance

Table 4.2 below summarises DET’s financial performance in 2017-18 and 2018-19.

Table 4.2 Department of Education and Training—Summary of Comprehensive Operating
Statement in 2017-18 and 2018-19

2017-18 2018-19
Controlled Items Budget Actual Variance Budget Actual Variance
($ million) ($ million) (%) | ($ million) ($ million) (%)
Income from transactions 14,122 14,144 0.2 15,312 15,269 -0.3
Expenses from transactions 13,952 13,742 -1.5 14,941 14,517 -2.8
Net result 170 402 372 753

Source: Department of Education and Training, Annual Report 2017-18, p. 176; Department of Education and Training, Annual Report
2018-19, p.212; Department of Treasury and Finance, Budget Paper No. 5 Statement of Finances, Melbourne, 2018, p. 85.

FINDING 34: The Department of Education and Training’s (DET) comprehensive operating
statement in 2017-18 and 2018-19 reflects a stable position as DET’s overall income exceeds
expenses.

4.5 Performance information

DET achieved or exceeded 78% of the 112 performance measures published in its
Annual report 2017-18%20 and 75% of the 115 performance measures published in its
Annual Report 2018-19.22

Figure 4.2 Department of Education and Training performance measurement results in
2017-18 and 2018-19

2017-18

2018-19

W Performance measures met

W Performance measures not met

percent 0 10 20 30 40 50 60 70 80 90 100

Source: Department of Education and Training, Annual Report 2017-18, pp. 28-42 (Committee calculation); Department of
Education and Training, Annual Report 2018-19, pp. 31-52 (Committee calculation).

220 Department of Education and Training, Annual Report 2017-18, pp. 28-41 (Committee calculation).
221 Department of Education and Training, Annual Report 2018-19, pp. 31-51 (Committee calculation).
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FINDING 35: In both 2017-18 and 2018-19 the Department of Education and Training
achieved or exceeded more than 70% of its performance measures.

Key issues

The Committee identified the following key issues from its review of DET’s 2017-18 and
2018-19 annual reports and DET’s responses to the Committee’s 2017-18 and 2018-19
financial and performance outcomes questionnaire.

Applying learnings from outcomes data to future program
design

DET’s response to the questionnaire highlighted instances where:

* DET’s limited outcomes data hindered the ability to determine the impacts of a
particular program

e aprogram was not sufficiently targeted to meet its identified needs.

School Focused Youth Service program

The School Focused Youth Service (SFYS) program:

... delivers short term programs of under 1 hour per week for a school term. Programs
focus on providing support for vulnerable students at key transition points mentoring
programs; and programs to support specific vulnerable cohorts including indigenous
students; newly arrived migrants/refugees; and students on the autism spectrum.2?2

In measuring the actual outcomes achieved by SFYS, DET advised that in 2017-18 an
estimated 12,107 students in Years 9 to 11 who left government schools subsequently
enrolled in other government schools, non-government schools, Technical and Further
Education (TAFE) or Registered Training Organisation (RTO) programs. In 2018-19, the
figure increased to 12,944 students.??®> However DET explained that:

While there is anecdotal evidence to suggest that the program has achieved positive
outcomes, the extent to which the program has met the needs of at risk young people in
their communities is difficult to determine based on the limited outcomes data.??4

222 Department of Education and Training, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire.

223 Ibid.

224 Department of Education and Training, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire.
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DET’s response to the questionnaire specifies that SFYS has been extended until
December 2020. The Committee notes that DET is continuing ‘to work with providers to
identify ways to pursue greater improvement in program design and outcomes’.225

RECOMMENDATION 11: The Department of Education and Training consider refining the
data collected on future stages of the School Focused Youth Program to determine whether
planned outcomes are achieved.

Science Graduate Scholarships

The Science Graduate Scholarships program provides:

Scholarships for Science Graduates to undertake a teaching degree - to increase

the number of science qualified teachers. The scholarship provides incentives for
science graduates to undertake a teaching qualification to increase the number of
science-trained STEM [Science, Technology, Engineering and Mathematics] teachers.226

DET advised that 408 recipients received funding under the program over a five-year
period (2015 to 2020) and that at least 74% of recipients completed the course by
2017-18.227 However DET’s response to the questionnaire states:

The program was not sufficiently targeted to meet the identified supply needs in the
hard sciences (physics and chemistry) but rather attracted teachers with a broad range
of science degrees and industry experiences.?28

The Committee also notes that DET’s latest Teacher Supply and Demand Report 2017222
showed that the proportion of final year STEM secondary school teacher enrolments by
subject was 4% for physics and 9% for chemistry.23°©

225 |Ibid.

226 Ibid., p.11.

227 |Ibid.

228 Ibid., p. 11 (Committee calculation).

229 The Teacher Supply and Demand Report provides information about the state of supply and demand in the Victorian
education system.

230 Department of Education and Training, Victorian Teacher Supply and Demand Report 2017, Melbourne, 2019, p. 23.
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Figure 4.3 Proportion of final year Science, Technology, Engineering and Mathematics
secondary school teacher enrolments by subject in 2017

Mathematics

Science—general

Psychology

Biology

Chemistry

Physics

Computer Studies/IT

Environmental Science

per cent 0 2 4 6 8 10 12 14 16 18 20 22 24 26

Source: Department of Education and Training, Victorian Teacher Supply and Demand Report 2017, p. 23.

While the last cohort of graduates undertaking a teaching degree under the Science
Graduate Scholarships program commenced in 2015, with payments committed until
2020, the Committee considers it important that future DET initiatives be informed by
the outcomes of this initiative and the Teacher Supply and Demand Report.

4.6.2 Reducing targets and discontinuing measures

The Committee notes two successive years of underperformance against some
measures under the Training, Higher Education and Workforce Development output. In
this context, the Committee also notes the underspend for this output of $245 million
(or10.1%) in 2017-18 and $252.4 million (or 10.3%) in 2018-19.%3

Table 4.3 shows the variances between the targets and the actuals for selected
performance measures under the Training, Higher Education and Workforce
Development output where the targets were reduced in the 2019-20 Budget.

231 Department of Education and Training, Annual Report 2018-19, p. 49. Department of Education and Training, Annual Report
2017-18, p. 39 (Committee calculation).
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Table 4.3 Training, higher education and workforce development selected performance
measures for which targets were reduced in the 2019-20 Budget, variance
between targets and actuals in 2017-18 to 2018-19

Variance between target and actual

Performance measures 2017-18 2018-19

(%) (%)
Number of government subsidised course enrolments -9.3 -18.8
Number of government subsidised enrolments by students living in -9.7 -22

regional Victoria

Number of students without Year 12, or Certificate Il or above, enrolled in -14.5 -27.5
a government subsidised course at Certificate Il or above?

a. This performance measures was named ‘Number of students with low prior education in government-subsidised training at
Certificate Ill or above’ in 2017-18. Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 191.

Source: Department of Education and Training, Annual Report 2017-18, pp. 38-9; Department of Education and Training, Annual
Report 2018-19, pp. 47-9.

DET states that the 2017-18 and 2018-19 actuals were below the targets for these
performance measures due to:

» A deliberate shift from high-volume to high-quality training

» Stronger targeting of funding to courses linked to Government priorities

» Substitution to University education by students

* Fewer enrolments continuing from previous years—reflecting historic declines in
activity associated with previous policy settings such as reducing the subsidies of
courses with high growth to contain expenditure.232

DET’s 2017-18 and 2018-19 annual reports attributes the lower actuals for the same
reasons:

... lower enrolments resulting from more rigorous contract allocation, targeting of
training to Government priorities and substitution to university education.?33

The Committee notes that the targets for these performance measures have been
reduced in 2019-20:

e from 390,000 to 317,500 for the ‘Number of government subsidised course
enrolments’

e from 104,000 to 81,300 for the ‘Number of government subsidised enrolments by
students living in regional Victoria’

* from 80,000 to 58,000 for the ‘Number of students without Year 12, or Certificate Il
or above, enrolled in a government subsidised course at Certificate Il or above’ 234

232 Department of Education and Training, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, pp. 126-8 and 42-4.

233 Department of Education and Training, Annual Report 2018-19, pp. 47-8. Department of Education and Training,
Annual Report 2017-18, pp. 38-9.

234 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2019-20, Melbourne, 2019, pp. 154-5.
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With reference to these targets, the 2019-20 Budget states that:

The lower 2019-20 target reflects the expected impact of greater targeting of
high-quality training and residual effects of lower training activity in previous years.23>

FINDING 36: The targets for the following three performance measures under the
Department of Education and Training’s Training, Higher Education and Workforce
Development output have been reduced following two successive years of
underperformance:

¢ Number of government subsidised course enrolments

*  Number of government subsidised enrolments by students living in regional Victoria

* Number of students without Year 12, or Certificate Il or above, enrolled in a government
subsidised course at Certificate Ill or above.

Table 4.4 below shows the variances between the targets and the actuals for
selected performance measures under the Training, Higher Education and Workforce
Development output that were to be discontinued in the 2019-20 Budget.

Training, higher education and workforce development selected performance
measures that were proposed to be discontinued in the 2019-20 Budget, variance
between targets and actuals in 2017-18 to 2018-19

Variance between target and actual

Performance measures 2017-18 2018-19

(%) (%)
Number of students enrolled in government subsidised courses -9.2 -17.4
Number of students without Year 12, Certificate Il or above enrolled in -7.1 -21.6

foundation courses

Participation rate of 15-24-year-olds in government subsidised training -12.6 -20.1
and further education in Victoria

Participation rate of 25-64-year-olds in government subsidised training -12.5 -23.2
and further education in Victoria

Number of government subsidised course completions -12.6 -16.4

Source: Department of Education and Training, Annual Report 2017-18, pp. 38-9; Department of Education and Training,
Annual Report 2018-19, pp. 47-9.

The Committee notes that these performance measures were proposed to be
discontinued in the 2019-20 Budget?3¢ and were considered by the Committee in its
Report on the 2019-20 Budget Estimates.? In its report the Committee recommended

235 |Ibid.
236 Ibid., pp. 385-6.
237 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2019-20 Budget Estimates, pp. 113-14.
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that the Assistant Treasurer, in conjunction with DET, review the proposed
discontinuation of these performance measures.23® The Government’s response to this
report has not been tabled.

FINDING 37: Five performance measures under the Department of Education

and Training’s Training, Higher Education and Workforce Development output were
proposed to be discontinued in the 2019-20 Budget following two successive years of
underperformance.

4.6.3 TAFE sustainability

TAFE sustainability was one of DET’s main challenges in 2018-19. DET explained that:

The long-term economic trend towards a more complex, competitive and highly skilled
job market means Victoria’s Vocational Education and Training (VET) system will need
to adapt to meet the needs of students, employers and industries. To achieve this, the
VET system must ensure it is of high quality, efficiently and equitably delivered and is
accessible to all working age Victorians.?*®

One of the objective indicators for DET’s engagement objective is measuring the
‘Proportion of VET students satisfied with the teaching in their course’. Results against
this indicator show that the proportion of VET students satisfied with the teaching in
their course has remained relatively stable from 88.4% in 2013 to 85.6% in 2017.240

The Committee notes that the results for the performance measures relevant to the
VET system under the ‘Training, higher education and workforce development’ output
were largely met in 2018-19 as demonstrated in Table 4.5 below.

Table 4.5 Training, higher education and workforce development selected 2018-19 VET
performance measures, target and actuals

2018-19 Target 2018-19 Actual
Performance measures

(%) (%)
Proportion of VET completers who are satisfied with their training 83.7 84.6
Proportion of VET completers with an improved employment status 51.8 51.4
after training
Proportion of VET completers who achieved their main reason 78.7 83.4

for training

Source: Department of Education and Training, Annual Report 2018-19, p. 49.

238 Ibid., p. 115, Recommendation 20.

239 Department of Education and Training, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, p. 155.

240 Department of Education and Training, Annual Report 2017-18, p. 23. Department of Education and Training,
Annual Report 2018-19, p. 26.
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Notwithstanding the above, the Committee notes that no performance measures have
been set to assess whether the VET system is meeting the needs of employers and
industries, when this has been identified as a key challenge for DET.

RECOMMENDATION 12: The Department of Education and Training consider developing
performance measures under the Training, Higher Education and Workforce Development
output to assess whether Victoria’s Vocational Education and Training system is meeting the
needs of employers and industries.

Investment in school buildings—expenditure and timelines

In 2017-18 and 2018-19 the total actual cost for the following completed school building
projects was more than 10% higher than the Total Estimated Investment (TEI) at
announcement:

* Beaumaris High School (171% higher than TEIl at announcement) as a result of
further works24!

e Brandon Park Primary School (30% higher than TEIl at announcement) as the project
received co-contribution from the school?42

*  Wodonga West Primary School (16% higher than TEl at announcement) as the
project received co-contribution from the school 243

e Montmorency Secondary College (14.6% higher than TEI at announcement) as a
result of longer than anticipated construction due to timing issues with staged
delivery 244

* Montpellier Primary School (11% higher than TEIl at announcement) as the project
received co-contribution from the school.?4°

While a number of school building projects were completed in 2017-18 and 2018-19
ahead of their original anticipated completion date, a number were or are delayed,

in some cases by over two years.246 DET’s response to the questionnaire provided a
number of reasons for the delays - delays in construction due to planning issues, latent
site conditions and timing issues with staged delivery and delays in planning and
documentation due to difficulties in finalising scope with the school community.247

241 Department of Education and Training, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, p. 45 (Committee calculation).

242 Ibid., p. 39 (Committee calculation).
243 |bid., p. 44 (Committee calculation).
244 |bid., p. 52 (Committee calculation).
245 Ibid., p. 37 (Committee calculation).
246 |bid., pp. 38-57.

247 |bid.
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Kindergarten Information Management system

The Kindergarten Information Management system (KIM) is an online system for
kindergarten funding applications, data collection, and reporting.248

The 2018-19 Budget listed KIM as a project being monitored under the High Value High
Risk (HVHR) framework, meaning it would be subject to more rigorous scrutiny and
approval processes.?*? However DET’s response to the questionnaire states that while
KIM ‘Combined Gate 1 and Gate 2 (business case) review’ of the HVHR process, the KIM
‘Reform Project was [subsequently] removed from the HVHR process and any future
gateway reviews’.250

The Committee notes that DET’s response to the questionnaire explains that between
October 2017 and January 2018, $244,417 was spent to investigate options for the
future of KIM. This included completing ‘a feasibility assessment and Solution Options
Analysis Report’ which resulted in:

A draft business case and recommendation for the replacement of the KIM system
(required to support the implementation of key reforms in the Education State Early
Childhood Reform plan).?!

Notwithstanding the above, information about, and an explanation for, the removal of
the KIM project from the HVHR process and future gateway reviews is not set out in
DET’s Annual Report 2018-19 nor in the 2019-20 Budget papers.

RECOMMENDATION 13: Where a project is removed from the High Value High Risk
process and any future gateway reviews, an explanation for the removal of the project
consider being published in either the relevant department’s annual report or the
subsequent year’s budget.

Equity (Social Disadvantage) funding for primary and
secondary students

The results for the percentage of government primary and secondary students receiving
equity funding are below the targets for 2016-17, 2017-18, and 2018-19. While the
targets have remained consistent across the years, the variance between the targets
and the actuals has increased over the years as demonstrated in Table 4.6.252

248 Department of Education and Training, Kindergarten Information Management System (KIM), 21 January 2020,
<https:/www.education.vic.gov.au/childhood/providers/funding/Pages/kinderim.aspx> accessed 21 January 2020.

249 Department of Treasury and Finance, Budget Paper No. 4 2018-19 State Capital Program, Melbourne, 2018, pp. 20-1.

250 Department of Education and Training, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, p. 58.

251 Ibid., pp. 101-2.

252 Department of Education and Training, Annual Report 2016-2017, Melbourne, 2017, pp. 28, 31. Department of Education
and Training, Annual Report 2017-18, pp. 31, 35. Department of Education and Training, Annual Report 2018-19, pp. 36, 42.
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Table 4.6 Equity funding performance measures—variance between targets and actuals
from 2016-17 to 2018-19

2016-17 2017-18 2018-19

z‘e:;g;r:z:nce Target Actual Variance Target Actual Variance Target Actual Variance

(O <O N <. 2 N .0 T .0 TR 0 N O B o I )
Percentage of 28 28 0 28 27 -3.6 28 26 -7.1
government
primary school
students
receiving equity
funding
Percentage of 35 34 -2.9 35 33 -5.7 35 32 -8.6
government
secondary

school students
receiving equity
funding

Source: Department of Education and Training, Annual Report 2016-17, pp. 28, 31; Department of Education and Training,
Annual Report 2017-18, pp. 31, 35; Department of Education and Training, Annual Report 2018-19, pp. 36, 42.

Equity funding ‘provides an individual loading for students from disadvantaged
backgrounds that ... increase with the density of disadvantage at the school.?33 Schools
can use this funding to ‘deliver tailored educational programs that meet the needs of
this cohort of students.> DET outlined that:

The Equity (Social Disadvantage) loading allocates funding based on parental
occupation, parental education and the level of concentration of disadvantage in a
school. Students with the highest level of need will be targeted with the most funding to
ensure schools have the resources to support them. The loading is need-based.?%%

There are two levels of social disadvantage loadings which are determined based on a
student’s level of need:

» Level 1: For students with parents who are unemployed with below diploma level
education or have lower skilled jobs with very low or low education

* Level 2: For students with parents who have various combinations of medium
and low skilled jobs and education levels, or are unemployed with a diploma level
education.?>®

Weightings for specific occupation category groupings are also used by DET to measure
the level of social disadvantage. For example, ‘senior management in large business
organisation, government administration and defence, and qualified professionals’ are
weighted at ‘0.00’; and ‘machine operators, hospitality staff, assistants, labourers and
related workers’ are weighted at ‘0.75."2%7

253 Department of Education and Training, Equity (Social Disadvantage): (Reference 11), 18 September 2019,
<https:/www.education.vic.gov.au/school/teachers/management/finance/Pages/srprefOll.aspx> accessed 27 February 2020.

254 Ibid.
255 Ibid.
256 Ibid.
257 |Ibid.
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Since 2016-17 DET’s annual reports note that the actuals are lower than the targets as a
result of fewer students meeting eligibility requirements, ‘as more parents reported in
enrolment data as having a bachelor degree or higher degree than in previous data.’2%8

DET’s response to the questionnaire states that in both 2017-18 and 2018-19 ‘the level of
student need decreased’, meaning that:

... more parents reported as having a bachelor degree or a senior management position,
which then reduces the number of students eligible for [equity] funding.25°

DET’s annual reports explain that equity funding reforms were implemented:

... to provide targeted funding support for students in greatest need, including through
the use of the...Student Family Occupation and Education Index (SFOE) to determine
the amount of equity funding schools will receive.260

FINDING 38: The Department of Education and Training annual reports do not specify the
equity funding allocated to schools. The performance measures indicate that all available
funding to maximise the ability of schools to assist socially disadvantaged students has not
been used.

RECOMMENDATION 14: The Department of Education and Training consider developing
a performance measure to report the budgeted equity funding allocated to schools and the
actual funding spent.

Primary and secondary school—recorded absences

Across 2017-18 and 2018-19 the ‘Average days lost due to absence’ for primary and
secondary students remained consistently over target:

* For Year 5 around 15 days (around one day over target)

e For Year 6 around 16 days (around two days over target)

e For Aboriginal students in prep to Year 6 around 24 days (close to the target)
* For Years 7 to 10 around 20 days (around one day over target)

e For Years 11and 12 around 16 days (close to the target)

* For Aboriginal students in Years 7 to 12 around 36 days (around one day over
target).28!

258 Department of Education and Training, Annual Report 2016-2017, pp. 28, 31. Department of Education and Training,
Annual Report 2017-18, pp. 31, 35. Department of Education and Training, Annual Report 2018-19, pp. 33, 42.

259 Department of Education and Training, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, pp. 121-2,133.

260 Department of Education and Training, Annual Report 2016-2017, p. 8.

261 Department of Education and Training, Annual Report 2017-18, pp. 31, 35; Department of Education and Training, Annual
Report 2018-19, pp. 35-6, 42.
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DET explained that ‘Average days lost due to absence’ takes account of all types of
student absences:

... including those due to due to illness, family holidays and unapproved absences.
Student and family circumstances can also influence student absence rates for a range
of reasons, including overseas travel to country of origin, impact of family and carer
responsibilities and the influence of mental and other health issues on students and
households. Low incomes, long term and intergenerational unemployment and poverty
place stresses on families that may result in a range of circumstances that affect
attendance at school.262

While DET’s annual reports stated that ‘a lower figure is more desirable, as it indicates
that students are having fewer days away from school,’263 the reports also suggest that
the increase in student absences across most year levels was in part due to a continuing
emphasis on reporting to identify student absences.?%4 School Attendance Guidelines
were updated and published by DET in January 2018255 and require:

* All schools to report the annual rates of student attendance for the year to the
school community at least once a year and to ‘report information about student
enrolment and attendance for funding requirements’266

* For all absences where the principal has determined that a parent has not provided
a reasonable excuse, the school must notify the parent in writing that ‘the absences
have been recorded as such’.267

In its Report on the 2016-17 Financial and Performance Outcomes, the Committee
suggested that the results of the ‘average days lost due to absence’ performance
measures be compared against the actual results of other jurisdictions.268 In this
context, the Committee notes that under DET’s Objective 2 Engagement—Increase the
number of Victorians actively participating in education, development and child health
services—DET’s 2018-19 annual report states:

Nationally, Victoria is the only jurisdiction where average government school attendance
across Years 1to 10 remains above 90 per cent, at 92.2 per cent. Between 2017 and

2018, the average days absent per full time equivalent student in government schools
remained stable. Importantly, unapproved absences for Years 7 to 12 students have
decreased since 2014 ... 269

262 Department of Education and Training, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, pp. 126-37.

263 Department of Education and Training, Annual Report 2017-18, pp. 31, 35.

264 With regard to Year 5 students only, in 2018-19 DET identified ‘parent choice’ as being one of the reasons for absenteeism.
Department of Education and Training, Annual Report 2017-18, pp. 31, 35; Department of Education and Training, Annual
Report 2018-19, pp. 35, 42.

265 Department of Education and Training, School Attendance, 2018, <https://www.education.vic.gov.au/school/teachers/
studentmanagement/attendance/Pages/default.aspx> accessed 14 February 2020.

266 Ibid.
267 |Ibid.

268 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2016-17 Financial and Performance Outcomes,
May 2018, pp. 122-3.

269 Department of Education and Training, Annual Report 2018-19, p. 23.
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In addition, under Objective Indicator 4—Mean number of unapproved student absence
days per FTE per year in secondary schools—DET’s 2018-19 annual report demonstrates
that unapproved absences for Years 7 to 12 has decreased from 7.7 days in 2014 to

6.6 days in 2018.27°

FINDING 39: The Department of Education and Training has updated its School Attendance
Guidelines and provided increased trend and comparative information regarding student
absenteeism.

Education State targets and NAPLAN testing performance
measures

The 2015-16 Budget announced $1.4 billion for the Education State initiative.?’’ The
initiative aims:

... to improve outcomes for all students, regardless of their start in life, promoting
foundational learning domains such as reading, mathematics and science, alongside
other important areas, such as critical thinking, the arts, physical education and
resilience.?’2

The Education State initiative introduced targets to track the progress of government
and non-government school students. The targets include ‘Learning for life—more
students achieving excellence in reading, maths, science, critical and creative thinking
and the arts’.23 Under this target, reading and maths performance is measured as
follows:

* Reading—By 2020 for Year 5 and 2025 for Year 9, 25% more students will be
reaching the highest levels of achievement in reading

e Maths—By 2020 for Year 5 and 2025 for Year 9, 25% more students will be achieving
the highest level in maths274

The Committee notes that fact sheets showing how Victoria has performed against
these ‘Learning for Life’ targets are available on DET’s website for 2016, 2017 and
2018.27%

270 Ibid., p. 25.
271 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2016-17, 2016, p. 64.

272 Department of Education and Training, About the Education State, 6 April 2019, <https://www.education.vic.gov.au/about,
educationstate/Pages/vision.aspx> accessed 27 February 2020.

273 Department of Education and Training, Target: Learning for Life, 20 September 2019, <https:/www.education.vic.gov.au
about/educationstate/Pages/targetlearningforlife.aspx> accessed 27 February 2020. Department of Education and Training,
Education State Targets, 25 November 2018, <https:/www.education.vic.gov.au/about/educationstate/Pages/targets.aspx>
accessed 27 February 2020.

274 Department of Education and Training, ‘Education State Ambition’, Learning for life, <https://www.education.vic.gov.au
Documents/about/educationstate/EducationState-LearningForLife-2018.pdf> accessed 27 February 2020.

275 Department of Education and Training, Target: Learning for Life.
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In response to the Committee’s questionnaire DET states that the targets set for
NAPLAN?78 testing performance measures ‘are linked to the ambitious Education State
targets for achieving excellence in Reading and Numeracy’.2”7

DET’s annual reports explain that the National Assessment Program—Literacy and
Numeracy (NAPLAN) testing performance measures introduced in 2015, shift the
focus from NAPLAN’s national minimum standards to a higher standard of increasing
the percentage of students in the top two or three bands of the NAPLAN assessment
scale.?’8

The NAPLAN assessment scale is:

... divided into ten bands to record student results in the tests. Band 1is the lowest
band and band 10 is the highest band. The national minimum standards encompass
one band at each year level and therefore represent a wide range of the typical skills
demonstrated by students at this level.

The minimum standards and common scales for NAPLAN results across Years 3 to 9 are
demonstrated in Figure 4.3 below.

Nation Assessment Program—Literacy and Numeracy (NAPLAN) National
Assessment Scale

e i

Band 10 Band 10
P =y
Band 9 Band 9 Band 9 G
— — — || | above the national
minimum standard
Band 8 Band 8 Band 8 Stideits e Band 8
- B | | above the national B ==
ini tandard
Band 7 Band 7 S DidENTSTRe Band 7 inmem standar Band 7
. | | above the national F — =
minimum standard Students are
Band 6 Band & Band 6 Band 6 Band & at the national
| | minimum standard
Students are Students are
Band 5 Band 5 Stidentiare Band 5 Band 5 at the naﬂot;ald . Band 5 below the natianal
. minimum standar ini
B | ab h l o — B il L || minimum standard
ﬁliﬁ?nﬁlimesr:{r:g:?d Students are Students are
Band 4 Band 4 Band 4 at the national Band 4 below the national
N i [ minimum standard | ini standard
Students are -
Band 3 Band 3 Band 3 below the national
| 18 A L | minimum standard
Students are -
Band 2 Band 2 at the national
| || minimum standard
Students are
Band 1 Band 1 below the national
I  minimum standard
Year 3 Year 5 Year 7 Year 9

Source: Australian Curriculum, Assessment and Reporting Authority, How to Interpret, 2016, <https:/www.nap.edu.au/results-and-
reports/how-to-interpret> accessed 28 May 2020.

With regard to the NAPLAN testing performance measures, Table 4.7 below outlines
the percentage variance between the targets and the actuals for these performance
measures from 2015-16 to 2018-19.

276 NAPLAN is an annual assessment for students in Years 3, 5, 7 and 9 covering skills in reading, writing, spelling, grammar and
punctuation, and numeracy.

277 Department of Education and Training, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, pp. 123-47.

278 Department of Education and Training, Annual Report 2018-19, p. 30. Department of Education and Training, Annual Report
2017-18, p. 30.
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Table 4.7 National Assessment Program—Literacy and Numeracy (NAPLAN) testing
performance measures, variances between targets and actuals, 2015-16 to 2018-19

Variance between target and actual

Performance measures 2015-16 2016-17 2017-18 2018-19
(%) (%) (%) (%)
Percentage of students in the top two bands for numeracy -7.5 -1.9 +5.7 -4.2

in Year 3 (NAPLAN testing)

Percentage of students in the top two bands for numeracy +11.9 -3.6 -7.0 -5.5
in Year 5 (NAPLAN testing)

Percentage of Aboriginal students above the bottom three -7.6 +10.2 -0.3 -14.1
bands for numeracy in Year 7 (NAPLAN testing)

Percentage of students above the bottom three bands for 2.4 +10.1 +3.0 -5.4
numeracy in Year 7 (NAPLAN testing)

Percentage of students in the top two bands for numeracy -0.7 +15.7 +7.7 -12.1
in Year 7 (NAPLAN testing)
Percentage of students in the top two bands for reading in +3.8 -10.7 +0.7 -8.7

Year 7 (NAPLAN testing)

Percentage of students in the top two bands for numeracy +4.4 -11.7 -9.8 3.0
in Year 9 (NAPLAN testing)

Percentage of students in the top two bands for reading in +8.6 -10.0 -10.9 -5.7
Year 9 (NAPLAN testing)

Source: Department of Education and Training, Annual Report 2018-19, pp. 42-5; Department of Treasury and Finance,
Departmental Financial Statements: Department of Education and Training Output Performance Measures 2019-20, 2018,
<https:/www.dtfvic.gov.au/state-financial-data-sets/departmental-statements> accessed 28 May 2020.

The Committee notes the unfavourable variances for the Years 5 and 9 NAPLAN
testing performance measures, but acknowledges that the measures are linked to the
ambitious Education State targets that seek to drive performance above the national
minimum standard.?’® The Committee has therefore focussed its attention on how
the NAPLAN performance measures can be understood in the context of the State’s
Education targets, as opposed to the results themselves.

The State Education targets relate to Years 5 and 9 and seek to achieve the highest
levels of achievement in reading and maths. However what constitutes the highest
levels of achievement is not defined.

279 Department of Education and Training, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, pp. 123-47.
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In contrast, the NAPLAN performance measures relating to Years 3, 5, 7 and 9 and seek
to have students in the top two bands for numeracy and reading. However it is unclear
how the Education State targets can be interpreted in relation to the NAPLAN testing
performance measures.

RECOMMENDATION 15: The Department of Education and Training consider defining
what constitutes the ‘highest levels of achievement’ for the purpose of the Education State
target—Learning for life to enhance understanding of the impact of the initiative and its
relationship with NAPLAN.

Inquiry into the 2017-18 and 2018-19 financial and performance outcomes 73






5 Department of Transport

Findings

40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

The Department of Transport identified the following program highlights—road
treatment, Better Fishing Facilities grants program, Safer Country Crossings
Program and School Area Safety Program.

Transport related output expenditure exceeded budget in both years mainly due

to a change in the accounting treatment for transport infrastructure expenditure,
increased funding for initiatives and expenditures associated with the new franchise
agreement for trams.

The financial and non-financial impact of cost increases and delivery challenges on
major transport infrastructure projects are not clear in the results reported by the
Department of Transport in its annual report and performance measures.

The Department of Transport revised the Metro Tunnel’s Total Estimated Investment
(TEI by $92.5 million in 2018-19. The TEI was revised again in the 2019-20 Budget
to around $10.9 billion.

The State’s investment in regional rail has increased substantially since 2016-17 but
the Budget papers lack performance information for most of these initiatives.

Performance targets for the completion of major tram maintenance works were not
achieved in both 2017-18 and 2018-19.

Victoria has made slow progress to date towards meeting national Disability
Standards for Accessible Public Transport. Current performance levels for both
tram vehicles and level access tram stops are well below prescribed benchmarks.

Performance measures in the Budget papers do not provide sufficient insights
into the accessibility of the transport system, and the State’s progress towards
achieving compliance with the national Disability Standards for Accessible
Public Transport.

Timeliness targets for the annual metropolitan road maintenance program were not
met in both 2017-18 and 2018-19.

The planned number of congestion, cycling and ‘other’ road improvement projects
in metropolitan and regional areas were not achieved across 2017-18 and 2018-19.

The Budget papers and Department of Transport’s annual reports do not provide
sufficient insights on the performance and impact of funded congestion and other
road improvement projects.
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Overview

The Department of Transport (DoT) is responsible for providing an integrated and
sustainable transport system and for supporting the development of a sustainable
fisheries resource sector for Victoria.2® It replaced the former Department of Economic
Development, Jobs, Transport and Resources (DEDJTR) following Machinery of
Government changes on 1 January 2019. DoT supports the six ministerial portfolios
Transport Infrastructure, Public Transport, Ports and Freight, Roads, Road Safety and
the Transport Accident Commission (TAC), and Fishing and Boating.28!

Additional changes effective from 1 July 2019 resulted in Public Transport Victoria (PTV)
and VicRoads also being operationally integrated with the new department.282

DoT’s objectives for the six month period 1 January 2019 to 30 June 2019 reflected the
following related objectives and outputs transferred from the former DEDJTR:

* More productive and liveable places, towns and cities through integrated
user-focused transport services and better infrastructure

« Sustainably managed fish resources.283

This section covers the outcomes reported by DoT against the above objectives relevant
to the 2017-18 and 2018-19 financial years.

Outcomes in the community across 2017-18 and
2018-19

In the interests of encouraging the effective and efficient delivery of public services

to deliver positive outcomes for Victorians, the Committee’s questionnaire asked
departments to outline the five programs that delivered the most important outcomes
in the community. The programs identified by DoT included:284

* Road treatments including pavement resurfacing and rehabilitation. In 2017-18 DoT
reported a significant increase in treatments to address safety concerns on roads
with low skid resistance. A total of 608,000 square metres were treated against a
target of 11,000 square metres. The additional works were enabled by increased
capacity and favourable weather conditions.

e Across 2017-18 and 2018-19 the Better Fishing Facilities grants program attracted
positive interest from delivery partners resulting in a much higher number of grants

280 Department of Transport, Annual Report 2018-19 Melbourne, 2019, p. 155.
281 Ibid., p. 9.
282 |bid., p. 1.

283 DoT replaced the 2018-19 DEDJTR objective ‘More productive, competitive, sustainable and jobs-rich food, fibre and resources
industries’ with the new objective ‘Sustainably managed fish resources’ to reflect Machinery of Government changes from
1January 2019.

284 Department of Transport, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire,
received 20 January 2020, pp. 21-3.
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and the completion of 28 projects in 2017-18 (18 more projects than planned) and
52 projects in 2018-19 (22 more than planned).

* Accelerated delivery of the Safer Country Crossings Program in 2017-18 resulted
in 69 crossings being upgraded. This was more than twice the target number of
32 crossings.

* In 2018-19 the School Area Safety Program completed 43 pedestrian projects,
23 more than planned due to new projects being added to the program.

* Around 17% of the road network was available for use by high productivity freight
vehicles exceeding the target of 10% due to more of the network being opened up
for high productivity freight use.

FINDING 40: The Department of Transportidentified the following program highlights—road
treatment, Better Fishing Facilities grants program, Safer Country Crossings Program and
School Area Safety Program.

The Committee’s questionnaire also asked departments to identify programs that did
not deliver their planned outcomes in 2017-18 and 2018-19. Several of the initiatives
identified by DoT related to delays in delivering road improvement projects, cycling
projects, planned tram stop upgrades, tram network maintenance works, and freight
accessibility projects.28 These issues are examined further below.

Challenges

DoT identified meeting the demands of Victoria’s rapid population growth as a key
challenge influencing its focus across related areas. Specifically it noted population
growth is stretching Victoria’s transport and infrastructure network driving demand and
powering the economy. Understanding changing patterns of movement—where and
how people and goods want to go—is critical to meeting future transport demand and
sustaining Victoria’s economic success.286

It advised the formation of DoT combines the expertise of the former DEDJTR,
VicRoads and PTV to provide one coordinated team for planning, delivering and
operating the transport system.287 DoT views this coordinated approach as critical to:

» Effectively managing the disruption from the State’s significant investment in new
transport infrastructure to expand and modernise the network

* Keeping people moving through the next decade of major construction

285 Ibid., pp. 25-7.
286 Ibid., pp. 145-6.
287 |Ibid.
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* Choosing the right investments to unlock more benefits, for more people by
making the best use of existing resources and establishing a blueprint of future
opportunities

*  Embracing technology for a smarter future.288
Financial analysis

Expenditure

DEDJTR’s 2017-18 Budget for the outputs transferred to DoT in 2018-19 was
$7.4 billion.28? Actual expenditure for the 2017-18 financial year was $7.7 billion
representing a variance of 3.8%.290

The 2018-19 Budget for DoT was $8.4 billion.2®' Actual expenditure for the year was
$8.6 billion, representing a 3.1% variance.

Department of Transport variances in output expenditure, 2017-18 and 2018-19

2017-18

A $284 million

2018-19 B Budget
A $258 million B Actual

W Variance

$ billion 0 1 2 3 4 5 6 7 8 9 10 1

Source: Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, Melbourne, 2018,
pp. 195-247; Department of Transport, Annual Report 2018-19, pp. 166-182.

Table 5.1 shows output expenditure was higher than budget in 2017-18 and 2018-19, with
the variances in both years mainly due to expenditure in the ‘Integrated Transport’ and
‘Port and Freight Network Access’ outputs. In 2017-18 the variance was also influenced
by higher than planned expenditure for the ‘Tram Services’ output.

288 Ibid.

289 This excludes the budget figure for the 2018-19 output ‘Sustainably Manage Fish Resources’ as it was not reported separately
in 2017-18. DEDJTR’s 2017-18 related output ‘Sustainably Manage Fish, Game and Forest Resources’ was split in 2018-19
between DoT and DJPR, with the latter department assuming responsibility for Game and Forest Resource activities.

290 Department of Transport, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire,
pp. 145-6.

291 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, Melbourne, 2019, p. 121 (for all
transport-related outputs). The equivalent budget figure for the output ‘Sustainably Manage Fish Resources’ was not
disaggregated in the 2018-19 Budget Papers but reported by DoT in Department of Transport, Annual Report 2018-19, p. 168.
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Table 5.1 Department of Economic Development, Jobs, Transport and Resources and
Department of Transport expenditure by output in 2017-18 and 2018-19

2017-18 2018-19

Outputs Budget Actual Variance Budget Actual Variance

($ million) ($ million) (%) | ($ million) ($ million) (%)
Sustainably Manage Fish NA NA NA 34 42.9 26.2
Resources?
Bus services 1,169.2 1,135 -2.9 1,200.7 1,181.2 -1.6
Integrated transport 64.4 170.9 165.4 95.9 154.5 61.1
Port and Freight Network Access 104 115 10.6 108.8 121 11.2
Taxi and Hire Vehicle Services® 269.4 162.9 -39.5 NA NA NA
Regulation of Commercial NA NA NA 116.7 127.8 9.5
Passenger Vehicle Services?
Road Asset Management 604.3 634 4.9 622.5 657.3 5.6
Road Operations and Network 1,037.6 1,035.4 -0.2 1,052.6 1,103.9 4.9
Improvements
Train Services 3,143.9 3,349.7 6.5 3,817.5 3,975.9 4.1
Tram Services 685.9 799.1 16.5 938.2 901 -4.0
Transport Safety, Security and 363.9 324.1 -10.9 374.3 353.6 -5.5
Emergency Management®
Total 7,442.6 7,726.1 3.8 8,361.2 8,619.1 3.1

a. This output was created in 2018-19 by renaming the 2017-18 output ‘Sustainably Manage Fish, Game and Forest Resources’ to
reflect the transfer of the Game and Forest Resources functions to the Department of Jobs, Precincts and Regions.

b. The Taxi and Hire Vehicle Services output was discontinued and renamed to ‘Regulation of Commercial Passenger Vehicle
Services’ in 2018-19. It consolidates activity under the 2017-18 output and Commercial Passenger Vehicle regulatory activity
previously classified under the ‘Transport Safety, Security and Emergency Management’ output.

Source: Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, pp. 195-247;
Department of Transport, Annual Report 2018-19, pp. 166-182.

DoT reported the combined $165.1 million higher than budgeted spend across 2017-18
and 2018-19 in the Integrated Transport output was mainly due to a change in the
accounting treatment for major transport infrastructure expenditure, with some costs
reclassified as operating costs in line with accounting standards.2%2

292 Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, Melbourne, 2018, p. 237;
Department of Transport, Annual Report 2018-19 p. 170.
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The $23.2 million higher than planned expenditure in the Port and Freight Network
Access output across both years was mainly due to increased funding for initiatives
including the National Heavy Vehicle Regulator, Echuca Moama Bridge and Boat and
Safety Funding Program.2%3

In 2017-18 DEDJTR reported the $113.2 million overspend in the Tram Services output
was higher than budget due to increased expenditures associated with the new
franchise agreement for metropolitan trams and maintenance and renewal works.

FINDING 41: Transport related output expenditure exceeded budget in both years mainly
due to a change in the accounting treatment for transport infrastructure expenditure,
increased funding for initiatives and expenditures associated with the new franchise
agreement for trams.

Revenue and expenses

DoT advised output appropriations increased in 2017-18 by $894 million or 12.4% from
2016-17 due to additional funding for new projects.??* It also reported a significant
increase in special appropriations during this period, up from $7 million in 2016-17 to
$256 million. DoT attributed this increase to funding received for projects including the
Murray Basin Rail Project.

In 2018-19 DoT reported a $562 million or a 7% decline in appropriations since 2017-
18.295 DEDJTR’s employee expenses in 2017-18 increased by $108 million or 13% from
2016-17. DoT advised this was due to a change in accounting treatment for major
transport infrastructure projects.2%¢ In 2018-19 DoT reported a $158 million or 16.3%
decline in employee expenses that it attributed to Machinery of Government changes.®’

Overall financial performance

Table 5.2 summarises DEDJTR’s and DoT’s financial performance in 2017-18 and 2018-19
respectively.

293 Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, p. 238; Department of
Transport, Annual Report 2018-19, p. 171.

294 Department of Transport, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire,
pp. 84-5.

295 Ibid., pp. 84-5 (Committee calculation).
296 Ibid., p. 89.
297 Ibid., p. 90.
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Table 5.2 Department of Economic Development, Jobs, Transport and Resources and
Department of Transport—Summary of Comprehensive Operating Statement in
2017-18 and 2018-19

2017-18 2018-19
Controlled items Budget Actual Variance ;3;5:3 Actual Variance
($ million)  ($ million) (%) | ($ million) ($ million) (%)
Income from transactions 9,484 10,014 5.6 9,337 9,485 1.6
Expenses from transactions 9,457 9,728 2.9 9,550 9,646 1.0
Net results 27 286 >100 (212) (160) 24.5

a. The 2018-19 Revised Budget and actual figures reflect the impact of Machinery of Government changes effective on
1January 2019 and are drawn from DoT’s Annual Report 2018-19, p. 205 and from BP5 2019-20, p.132.

Source: Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, p. 251; Department of
Transport, Annual Report 2018-19, p. 206; Department of Treasury and Finance, Budget Paper No. 5 Statement of Finances,
Melbourne, 2019, p. 132.

544 Newly created bodies

In 2017-18 the following two new bodies were created within DoT resulting in combined
expenditure of approximately $2.0 billion:

* Victorian Fisheries Authority—created to support recreational and commercial
fishing and aquaculture, regulate fisheries and advise government on fisheries
management opportunities ($37.7 million)

* Rail Projects Victoria—created from renaming the Melbourne Metro Rail Authority
in recognition of its broadening scope of projects including Metro Tunnel Project,
Regional Rail Revival Program, Airport Rail Link, and high speed rail link between
Melbourne and Geelong ($1.96 billion).2%8

In 2018-19 two additional new bodies were created with combined expenditure of
approximately $7.14 billion:

e Major Transport Infrastructure Authority—established to oversee major transport
projects in planning and construction including the Level Crossing Removal Project,
Major Road Projects Victoria, North East Link Project, Rail Projects Victoria, and
West Gate Tunnel Project.

* Major Road Projects Victoria—initially established as an administrative office on
1 July 2018 to plan and deliver major road projects, and from 1 January 2019 as a
project office under Major Transport Infrastructure Authority.??°

The Suburban Rail Loop Authority (SRLA) was also created as an Administrative Office
on 3 September 2019 to coordinate and plan the delivery of the Suburban Rail Loop
project and to ensure it supports transport priorities for the state. 300

298 Ibid., p. 148 (Committee calculation).
299 Ibid., p. 149 (Committee calculation).
300 Department of Transport, Annual Report 2018-19, p. 11.
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5.5 Performance information

In 2017-18 DEDJTR achieved or exceeded 68% of the performance measures published
in its Annual Report 2017-183°" transferred to DoT in 2018-19. DoT achieved or exceeded
62% of the performance measures published in its Annual Report 2018-19.

Figure 5.2 Department of Economic Development, Jobs, Transport and Resources
and Department of Transport performance measurement results in 2017-18
and 2018-19

2017-18

2018-19

M Performance measures met

W Performance measures not met

percent 0 10 20 30 40 50 60 70 80 90 100

Source: Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, pp. 195-247;
Department of Transport, Annual Report 2018-19, pp. 154-182.

Performance measures that were not met in both 2017-18 and 2018-19 include:
* Road-based freight accessibility and reliability improvement projects completed
* Road area treated: high strategic priority roads

* Annual road maintenance program completed within agreed timeframes:
metropolitan

e Congestion and cycling projects completed

e Other road improvement projects completed: metropolitan and regional
e Service punctuality for regional train services

* Level access tram stop upgraded

* Major periodic maintenance works completed against plan: tram network.302

Issues relevant to these performance measures are discussed below.

301 Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, pp. 195-247
(Committee calculation).

302 Ibid., pp. 195-247; Department of Transport, Annual Report 2018-19 pp. 154-82.
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5.6 Key issues

The Committee identified the following key issues from its review of DEDJTR’s Annual
Report 2017-18, DoT’s Annual Report 2018-19, and DoT'’s responses to the Committee’s
2017-18 and 2018-19 financial and performance outcomes questionnaire.

5.6.1 Transport Infrastructure—key achievements

DoT highlighted the Major Transport Infrastructure Authority’s progress in delivering
Victoria’s major transport infrastructure initiatives during 2017-18 and 2018-19. Some of
the key achievements noted in DoT’s response to the Committees questionnaire, and in
annual reports covering the period included:

*  Removal of 29 level crossings (now 35)393 exceeding the halfway mark of the
program incorporating new and upgraded railway stations304

» Completion of the CityLink Tulla widening project3°> and Monash Freeway Upgrade
Stage 1306

* Opening of Victoria’s first continuous flow intersection at Punt Road and Swan
street307

« Completion of the 8 kilometre Mernda Rail Extension including three new stations308

«  Commencement of the Melbourne Airport Rail project,3°? and the Suburban Rail
Loop project to connect Melbourne’s major railway lines and priority growth
precincts3©

* Release of the Western Rail Plan to support delivery of a fast, high-capacity rail
service to Ballarat and Geelong and related growth suburbs3"

* Awarding the contract for the final major package of works for the Metro Tunnel
Project in September 2018.312

303 Major Transport Infrastructure Authority, Level Crossing Removal Project: Removing 75 level crossings across metropolitan
Melbourne, 14 April 2020, <https://bigbuild.vic.gov.au/projects/level-crossing-removal-project> accessed 3 June 2020.

304 Department of Transport, Annual Report 2018-19, p. 15.

305 Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, p. 20.
306 Department of Transport, Annual Report 2018-19, p. 14.

307 lbid., p. 15.

308 lbid., p.13.

309 Department of Economic Development, Jobs, Transport and Resources, Department of Economic Development, Annual
Report 2017-18, p. 20.

310 Department of Transport, Annual Report 2018-19, p. 13.
311 Ibid., p.14.
312 Ibid., p.13.
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Department of Transport’s performance measures for
progression of major infrastructure projects

The Committee has previously highlighted the limitations of performance measures
relating to the delivery of transport infrastructure projects.

In its Report on the 2019-20 Budget Estimates the Committee noted the five quality
metrics assessing delivery against ‘agreed budgets and timelines’ for the Ballarat Line
Upgrade, Level Crossing Removal Project, Metro Tunnel Project, North East Link Project
and the West Gate Tunnel project, do not shed light on the extent to which reported
results reflect original or revised milestones for each project.3

Results reported against these measures by DEDJTR in 2017-18,3 and by DoT in
2018-19,% consistently show 100% of all milestones associated with ‘agreed budgets
and timelines’ for these projects were delivered.

However the Committee observed these measures do not provide insights into the
performance and status of the full range of transport infrastructure projects currently
overseen by the Major Transport Infrastructure Authority. It found cost increases were
evident for several transport infrastructure projects while others, including the West
Gate Tunnel Project, had experienced delivery challenges resulting in delays that are not
reflected in the results reported by DoT.

West Gate Tunnel Project

The discovery of contaminated soil during excavation works on the West Gate Tunnel
project, and ensuing disputes between Transurban and the contracted builders relating
to the cost and impact of remediation, have resulted in substantial delays to tunnelling
works and deferral of the project’s completion date from 2022 to 2023 .31

DoT’s response to the Committee’s questionnaire shows the estimated cost of the
project has increased by approximately $1.2 billion.3"7 In December 2017 the Government
announced the project will now cost $6.7 billion due to its decision to extend the length
of the tunnels beyond that envisaged in the original business case to improve traffic
flow and other outcomes.3'®

313 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2019-20 Budget Estimates, October 2019,
p. 140.

314 Department of Economic Development, Annual Report 2017-18, p. 237.
315 Department of Transport, Annual Report 2018-19, p. 176.

316 Major Transport Infrastructure Authority, West Gate Tunnel: A vital alternative to the West Gate Bridge to free up traffic and
remove thousands of trucks from residential streets in Melbourne’s west, 4 May 2020, <https://bigbuild.vic.gov.au/projects
west-gate-tunnel> accessed 3 June 2020.

317 Department of Transport, Corrected Response to Question 4 of the 2017-18 and 2018-19 Financial and Performance Outcomes
Questionnaire, received 24 January 2020, p. 18 (Committee calculation).

318 Premier of Victoria, West Gate Tunnel Contracts Signed, Construction Starts In Weeks, media release, 12 December 2017.
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DOT’s Annual Report 2018-19 and response to the Committee’s questionnaire do not
clarify the actions the Major Transport Infrastructure Authority and Department are
taking to mitigate these risks in conjunction with the project participants.

Cost increases

DoT identified several other major transport infrastructure projects where the initially
announced estimated cost, scope or completion date had materially changed.3" The
causes and impacts of these issues on the achievement of intended outcomes are
not clear in the results reported by DoT in its annual reports, and against existing
performance measures.

Specifically DoT identified 38 projects in 2018-19 with a revised TEI that varied by at
least 5% or $50 million from the TEI originally announced.32° Most of these projects
(i.e. 32 in total) had a revised TEI that was higher than initially announced. The
combined value of the increase across these projects equated to around $4.9 billion.3?

The remaining six projects had a combined revised TEl approximately $58 million lower
than initially announced mainly due to project savings.322

DoT attributed the increase in TEl in most instances (62%) to either the receipt of
additional funding from the Commonwealth and/or State Government, changes to
internal project reporting, or because of the transfer of activities from other projects.323
It was not possible to discern from the information available to what extent the
additional costs for these projects were also influenced by other factors such as
emerging risks, delays or budget overruns.

Around 24% of the reasons supplied by DoT for other projects highlighted ‘additional
scope’ as the main cause of the increase in TEI The Ballarat Line Upgrade Stage 1
project was among this group which DoT’s Annual Report 2018-19 states delivered
100% of milestones in accordance with the ‘agreed budget’.324 DoT’s response to

the Committee’s questionnaire however shows the project’s budget increased by
approximately $33 million in 2018-19 reflecting the receipt of additional funding to build
a new train station at Toolern.

Other projects identified by DoT with a higher TEIl in 2018-19 due to scope changes are
set out in Table 5.3.

319 Department of Transport, Corrected Response to Question 4 of the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, received 24 January 2020, pp. 1-26.

320 Ibid. The ‘Rail crossing upgrades’ project was excluded from this analysis as DoT did not clearly report the change in TEI.

321 Department of Transport, Corrected Response to Question 4 of the 2017-18 and 2018-19 Financial and Performance Outcomes
Questionnaire, pp. 12-19 (Committee calculation).

322 Department of Transport, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire,
pp. 12-19.

323 Ibid., pp. 12-19 (Committee calculation).
324 Department of Transport, Annual Report 2018-19 p. 170.

Inquiry into the 2017-18 and 2018-19 financial and performance outcomes 85



Chapter 5 Department of Transport

Table 5.3  Projects with scope changes in 2018-19

Variance
Project name Reason for variance .
($ million)
City Loop fire and safety upgrade (stage 2) Additional scope and design requirements +18.9
and intruder alarm
Frankston Station Precinct Development Additional works and track, signalling and +11.8
amenity upgrades
High Capacity Metro Trains 28 additional trains +875.0
Metro Tunnel Due to ‘a change in scope’ with funds +92.5
reallocated from the High Capacity Signalling
Trial funded in the 2015-16 State Budget
Mordialloc Freeway Additional scope approved in the 2018-19 State +75.0
Budget
West Gate Tunnel Project Reflecting the extra cost of proceeding with +1,188.6
longer than originally planned tunnels
Western Highway duplication To also duplicate the section between Buangor +252.4

and Ararat

Source: Department of Transport, Corrected Response to Question 4 of the 2017-18 and 2018-19 Financial and Performance
Outcomes Questionnaire, pp. 12-19 (Committee calculation).

DoT’s response to the Committee’s questionnaire indicates cost pressures and emerging
risks influenced 2018-19 increases in TEI for three projects as set out in Table 5.4.

Table 5.4 Projects with revised Total Estimated Investment, revised in 2018-19

i . Variance
Project name Reason for variance
($ million)
Frankston Line stabling Additional funding to address site +49.3
contamination and risk provisions.
Plenty Road upgrade—Stage 1 Funded from reallocating Stage 2 savings +11.0
Streamlining Hoddle Street Due to cost pressures funded by savings on +52.3

other projects.

Source: Department of Transport, Corrected Response to Question 4 of the 2017-18 and 2018-19 Financial and Performance
Outcomes Questionnaire, pp. 12-19 (Committee calculation).

Project delays

DoT identified 31 projects with a revised completion date in 2018-19 different to that
estimated at announcement. Nine of these projects were ahead of schedule mostly due
to the early completion or acceleration of works.3%

325 |Ibid.
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However 15 projects (around 48%) had forecast completion dates in 2018-19 that were
later than originally planned. Five of these projects (33%) were expected to be up to

6 months late,326 and just over one-quarter (27%) were tracking around 12 months
behind the original schedule.3?” The remaining projects around 40%, were expected to
be completed more than 12 months later than originally planned and mainly related to
projects in the public transport portfolio.

Table 5.5 Projects with timeline changes in 2018-19

Project name Reason for variance Delay
(months)

Bayside rail improvements (metropolitan Additional scope at the Newport Maintenance +30

various) Facility

More E-Class trams and infrastructure Due to the revised schedule for delivery of the +27

(metropolitan various) power supply

More regional trains—New VLocity Trains Due to an additional order of 27 carriages +27

(regional various)

New VLocity Carriages for the regional Due to delays in obtaining planning and +21
network (regional various) environmental permits and stakeholder
engagement issues

Co-investment for upgrades to State owned Due to delays in funding agreement sign off, +18
rail sidings (regional various) planning approval and land acquisition.

Source: Department of Transport, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire,
pp. 40-65.

Scope changes

DoT similarly identified seven projects in 2018-19 whose scope had changed from that
at announcement. It noted the change resulted in an increase in scope for the following
three projects:

* Bayside rail improvements (metropolitan various)—the X’Trapolis Train Maintenance
Facility at Newport was added to the scope during 2016-17

» City Loop fire and safety upgrade (Stage 2) and intruder alarm—the 2018-19
Budget provided additional funding to meet further detailed scope and design
requirements

* Mordialloc Freeway (Braeside)—the 2018-19 Budget provided additional funding to
upgrade the proposed bypass from an arterial road to a freeway connection.

The Committee noted the impact of identified changes for affected projects could not
be evaluated based on the information contained within DoT’s Annual Report 2018-19
and response to the Committee’s questionnaire.

326 This includes one project where DoT was still assessing the impact to cost and schedule (City Loop fire and safety upgrade
(stage 2) and intruder alarm) at the time it responded to the Committee’s questionnaire.

327 Department of Transport, Annual Report 2018-19, p. 170.
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FINDING 42: The financial and non-financial impact of cost increases and delivery
challenges on major transport infrastructure projects are not clear in the results reported by
the Department of Transport in its annual report and performance measures.

RECOMMENDATION 16: The Department of Transport consider revising its performance
measures for transport infrastructure to provide better insights into the status of all major
projects overseen by the Major Transport Infrastructure Authority, including the impact of
changes to initially approved budgets and timelines.

Planning and delivery issues on major transport infrastructure
projects

Recent reports by the Auditor-General have highlighted consistent issues with the
assessment of options, costs, and economic benefits of major transport infrastructure
projects particularly in circumstances where changes impacting initial assumptions have
occurred during the project’s development and delivery.

Metro Tunnel

The $11 billion Metro Tunnel project will construct twin nine kilometre rail tunnels under
the central business district (CBD) to free up space in the City Loop to run more trains,
more often on rail lines across Victoria.3?8

In December 2017, the Government entered into a 25 year Public Private Partnership
(PPP) contract with a consortium to design, construct, finance and maintain the
tunnels, five underground stations and commercial opportunities at the new stations.
Two further contracts were awarded in 2017 and 2018 to connect the Metro Tunnel to
the existing rail network. In responding to the Committee’s questionnaire, DoT stated
that the total estimated PPP investment value for Metro Tunnel was $6 million of which
$105.5 million was the actual expenditure as at 30 June 2019.32°

DoT’s response to the Committee’s questionnaire shows the project had a revised TEl in
2018-19 approximately $93 million higher than originally announced, which it attributed
to an increase in project scope. This estimate was revised again in the 2019-20 Budget
to around $10.9 billion by reclassifying around $109.4 million in expenditures from
capital to operating.33°

328 Department of Treasury and Finance, Budget Paper No. 4 2019-20 State Capital Program, Melbourne, 2019, p. 17.

329 Department of Transport, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire,
p. 80.

330 Department of Treasury and Finance, Budget Paper No. 4 2019-20 State Capital Program, p. 159.
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FINDING 43: The Department of Transport revised the Metro Tunnel’s Total Estimated
Investment (TEI) by $92.5 million in 2018-19. The TEI was revised again in the 2019-20
Budget to around $10.9 billion.

Issues impacting the delivery of public transport services

Punctuality of regional train services

The punctuality of regional train services remained below performance expectations
across 2017-18 and 2018-19.3%' DoT reported this was due to a range of factors including
heat-related speed restrictions impacted by infrastructure and train faults.332 Figure 5.3
below shows this is a longstanding issue. Notwithstanding, a performance improvement
was evident since the previous year in 2018-19.

Annual punctuality results for regional train services from 2012-13 to 2018-19

per cent

B2 [+
% = Punctuality actual

= Punctuality target

2012-13  2013-14  2014-15  2015-16  2016-17  2017-18  2018-19

Source: Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2013-14, Melbourne, 2013, p. 255; Department of
Treasury and Finance, Budget Paper No. 3 Service Delivery 2014-15, Melbourne, 2014, p. 249; Department of Treasury and Finance,
Budget Paper No. 3 Service Delivery 2015-16, Melbourne, 2015, p. 161; Department of Treasury and Finance, Budget Paper No. 3
Service Delivery 2016-17, Melbourne, 2016, p. 157; Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2017-18,
Melbourne, 2017, p. 160; Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 161.

Results from 2017-18 and 2018-19 is from Department of Transport, Response to the 2017-18 and 2018-19 Financial and Performance
QOutcomes General Questionnaire, pp. 137, 140.

In its Annual Report 2018-19, V/Line noted punctuality performance has historically
declined during the summer months due to the impact of extreme heat on the
regional train fleet and tracks. It also noted the improvement in 2018-19 was due to
new planning and resilience initiatives implemented for the 2018-2019 summer that
improved punctuality despite significantly more extreme heat days than the previous
summer period.333

331 Department of Transport, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire,
pp. 137, 140.

332 Ibid.
333 V/Line Corporation, Annual Report 2018-19, Melbourne, 2019, p. 16.
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The 2016-17 State Budget committed $1.3 billion to improving regional rail services
across Victoria. This included $518 million for the Ballarat line upgrade, $141 million for
better rail maintenance, $186 million for extra services and infrastructure upgrades, and
$280 million for 27 new VLocity carriages.334

The 2017-18 Budget committed an additional $920 million to projects forming part of
the government’s Regional Revival Plan focused on upgrading all regional passenger
lines across Victoria. The new funding was contingent on the receipt of proceeds
from the Commonwealth Government for asset recycling initiatives and covers major
upgrades to the Gippsland line ($435 million), Warrnambool line ($100 million),

Surf Coast Rail ($110 million), Bendigo/Echuca line ($91 million), North East line

($40 million), and upgrades to related stations.33®

While the Government’s investment in regional rail has increased substantially since
2016-17, the Committee observed the Budget papers do not contain performance
information relating to most of these initiatives. The Budget papers to date only include
performance measures relating to the Ballarat Line upgrade project. Consequently,

the Committee was unable to assess the performance and progress of the full range of
funded initiatives comprising the Regional Revival Plan.

As noted earlier, DoT’s response to the Committee’s questionnaire shows it has
experienced substantial delays in the delivery of some new VLocity trains.

FINDING 44: The State’s investment in regional rail has increased substantially since
2016-17 but the Budget papers lack performance information for most of these initiatives.

RECOMMENDATION 17: The Department of Transport consider developing
comprehensive performance measures covering the cost, quantity, quality, and timeliness
of all major funded initiatives comprising the Regional Revival Plan and consider reporting
publicly against these within the Budget papers and its annual report.

Tram maintenance works

Performance targets for the completion of major periodic maintenance works for
tram services were not achieved in both 2017-18 and 2018-19. Outcomes were
substantially below the 100% target in both years with only 70% of planned periodic
maintenance works completed. Annual reports for both years indicate the reasons for
underperformance was due to the rescheduling or deferral of works to later years.336

334 Department of Treasury and Finance, Getting It Done Victorian Budget 2016-17: Overview, Melbourne, 2016, pp. 16-17.
335 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2017-18, Melbourne, 2018, p. 51.

336 Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, p. 244; Department of
Transport, Annual Report 2018-19, p. 179.
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The Committee observed these explanations do not provide sufficient context to
understand the risk these circumstances pose to the delivery of tram services and how
well it is being mitigated by PTV and the franchisee.

In 2016 the Auditor-General reported significant weaknesses in how PTV oversees
the maintenance and renewal of assets leased to franchisees.3% Specifically the
Auditor-General found PTV did not have adequate asset strategies and did not know
enough about the condition of rail assets which reduced its capacity to appropriately
plan, budget and prioritise maintenance and renewal work.338

The Auditor-General also found maintenance and renewal issues were not effectively
managed during the term of the previous franchise agreement and the limited
information available indicated the condition of assets had deteriorated.33°

The Auditor-General highlighted action was needed to address this growing challenge:

PTV collects information twice a year on the condition of the tram network by

running specially equipped test trams across the network, which collect data on track
condition as they go. Although this information is limited, it shows that the condition of
Melbourne’s tram network deteriorated between 2012 and 2016.

PTV has attributed the degradation in the condition of tram tracks to a range of factors,
primarily the recent increase in the use of heavier trams with lower floors. As the use

of this type of tram is likely to increase in the future, PTV will need to address this
challenge when managing tram network assets.340

PTV negotiated new agreements with rail franchisees which commenced on
30 November 2017. Its Annual Report 2017-18 indicates the new contracts increased
the standards for maintenance and renewal activity to reduce faults in the system.

However the Committee noted the consistent underperformance against targets for

tram maintenance works across 2017-18 and 2018-19 indicates a risk the condition

of the tram network is continuing to deteriorate and the new arrangements have not
resulted in improved outcomes. It also indicates a growing backlog of required major
maintenance works.

FINDING 45: Performance targets for the completion of major tram maintenance works
were not achieved in both 2017-18 and 2018-19.

337 Victorian Auditor-General’s Office, Managing the Performance of Rail Franchisees, Melbourne, 2016, p. ix.
338 Ibid.

339 lbid., p. 27.

340 Ibid., p. 25.
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Delivery of level access tram stop upgrades

The Commonwealth’s Disability Standards for Accessible Public Transport (the
Transport Standards) set minimum design requirements for public transport vehicles,
infrastructure and customer information aimed at removing discrimination from public
transport. The Transport Standards require states and territories to progressively
upgrade public transport to achieve full compliance by 2032.34

The Committee noted DoT’s and the former DEDJTR’s recent annual reports show
the Government’s targets for level access tram stop upgrades are not being achieved.
Figure 5.4 below shows substantial variances between target and actual tram stop
upgrades between 2016-17 and 2018-19.

Level access tram stop upgrades—variance between target and actual, 2016-17
to 2018-19

2016-17 2017-18 2018-19

per cent
' ' l ! !
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Source: Department of Economic Development, Jobs, Transport and Resources, Annual Report 2016-17, Melbourne, 2017, p. 228;
Department of Economic Development, Annual Report 2017-18, p.244; Department of Transport, Annual Report 2018-19, p. 179.

Reasons for underperformance provided by DoT in its response to the Committee’s
questionnaire cite delays in obtaining planning approvals from local councils, the need
for additional site works and consultation, and the challenge of scheduling works within
a network wide infrastructure program.342

The Transport Standards set out compliance requirements for train, tram and bus
vehicles and their supporting infrastructure. They cover 30 areas including access paths,
boarding, signs, symbols, lifts, booking services and audible announcements.3*3 The
vehicles and infrastructure for each public transport mode must be upgraded to the
required standard to achieve full compliance.

341 Department of Infrastructure, Regional Development and Cities, The Third Review of the Disability Standards for Accessible
Public Transport 2002 (Transport Standards), Canberra, 2018, p. 14.

342 Department of Transport, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire,
pp. 137, 140.

343 Disability Standards for Accessible Public Transport 2002 (Australia).

Public Accounts and Estimates Committee



Chapter 5 Department of Transport

The Transport Standards prescribe the following timetable for achieving full compliance
by 2032:

* by 31 December 2007—25% compliance

* by 31 December 2012—55% compliance

e by 31 December 2017—80% or 90% compliance (varies by requirement)
e by 31 December 2022—100% (except for trains and trams)

* by 31 December 2032—100% (trains and trams).344

In July 2015 the Commonwealth Department of Infrastructure and Regional
Development reported on its third five yearly review of the Transport Standards and
compliance by state and territory governments with the requirements against the
above timetable.

A subsequent 2017 submission from the Victorian Government to the Department of
Infrastructure and Regional Development’s third five yearly review highlighted the
following challenges:

* booming Victorian population and increased demand for transport projects

» state’s approach accessibility upgrades considered potential disruption to public
transport services and the impact on users, including people with a disability

* the variation between different vehicle and fleet types meant a tailored accessibility
solution is required.34°

The review stated that these factors add complexity, time and cost to achieving
increased accessibility through upgrades.346 The review confirmed Victoria’s
performance was well below the 90% target for 2017.347

According to Public Transport Victoria, there are more than 130 low floor trams on
Melbourne’s tram network,34® which the Committee estimated was equivalent to around
27% of the tram fleet.34 In the Report on the 2019-20 Budget Estimates, the Committee
noted that approximately 27% of tram stops are level access stops.3>°

344 Ibid.

345 Victorian Government, Response to the Commonwealth Government Issues Paper submission to Department of Infrastructure,
Transport, Regional Development and Communications, The Third Review of the Disability Standards for Accessible Public
Transport 2002 (Transport Standards), 2017, p. 6.

346 Ibid.
347 lbid., pp. 6-7.

348 Public Transport Victoria, Accessibility, <https:/www.ptv.vic.gov.au/more/travelling-on-the-network/accessibility> accessed
5 June 2020.

349 Yarra Trams, Melbourne’s Tram Fleet, June 2018, <https://varratrams.com.au/our-fleet-today> accessed 4 June 2020.

350 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2019-20 Budget Estimates, p.127.
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Although the Transport Standards apply to all modes of public transport, the
Committee noted current performance measures in the Budget Papers are limited

and focused on tram services. Consequently, they do not provide insights into the
accessibility of the wider transport system, and the State’s progress towards achieving
compliance with all aspects of the Transport Standards.

FINDING 46: Victoria has made slow progress to date towards meeting national Disability
Standards for Accessible Public Transport. Current performance levels for both tram vehicles
and level access tram stops are well below prescribed benchmarks.

FINDING 47: Performance measures in the Budget Papers do not provide sufficient insights
into the accessibility of the transport system, and the State’s progress towards achieving
compliance with the national Disability Standards for Accessible Public Transport.

RECOMMENDATION 18: The Department of Transport consider reviewing and revising
current performance measures relating to the accessibility of public transport to ensure
they provide sufficient insights into the compliance of all modes with the national Disability
Standards for Accessible Public Transport.

Issues impacting the performance of the road network

Maintenance and condition standards for metropolitan roads

Timeliness targets for the completion of the annual metropolitan road maintenance
program were not met in both 2017-18 and 2018-19. Performance against this measure
declined across the period with the proportion of the annual maintenance program
completed within agreed timeframes declining from 94% in 2017-18 to 80% in 2018-
19.35' DoT advised this was due to the deferral of works and changes to the maintenance
program to minimise the impact on other major road initiatives.352

Similarly condition standards for metropolitan roads were not achieved in 2017-18. The
proportion of road length in metropolitan areas meeting cracking3*® and roughness3*4

standards was below target. DEDJTR reported variances of -20% and -5% respectively,
noting the result reflected new measures adopted in 2017-18.35%

351 Department of Economic Development, Annual Report 2017-18, p. 239; Department of Transport, Annual Report 2018-19,
p.175.

352 Department of Transport, Annual Report 2018-19, p. 175.

353 Cracking is a road defect usually identified by one or more visible breaks in the surface, typically a narrow opening or partial
fracture.

354 Roughness is a measure of pavement condition which can impact road users by reducing vehicle speeds, increasing travel time
and increasing fuel consumption.

355 Department of Economic Development, Annual Report 2017-18, p. 239.
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However in its response to the Committee’s questionnaire DoT advised
underperformance against 2017-18 road condition targets reflect an error when setting
the target which was based on state-wide pavement condition data instead of using
metropolitan condition data. Because of this DoT reduced the targets in 2018-19.

Specifically it is unclear on what basis DoT expects it will still achieve a higher
state-wide road condition target by lowering the standard across Melbourne’s busiest
roads.

FINDING 48: Timeliness targets for the annual metropolitan road maintenance program
were not met in both 2017-18 and 2018-19.

RECOMMENDATION 19: The Department of Transport and VicRoads consider reviewing
and strengthening the utility of publicly reported performance information relating to the
road pavement maintenance program.

Planned improvement projects

The planned number of congestion, cycling and ‘other’ road improvement projects
in metropolitan and regional areas were not achieved across 2017-18 and 2018-19.
Table 5.6 below shows the variance in performance for each of these categories of
projects.

Completion of planned projects, variance between targets and actuals in 2017-18
and 2018-19

Variance between target and actual

Performance measures 2017-18 2018-19

(%) (%)
Congestion projects completed -11.1 -30.8
Cycling projects completed -50.0 -81.8
Other road improvement projects completed: metropolitan -80.0 -33.3
Other road improvement projects completed: regional -12.5 -16.7

Source: Department of Economic Development, Annual Report 2017-18, p. 240; Department of Transport, Annual Report 2018-19,
p. 24; Department of Treasury and Finance, Budget Paper No. 5 Statement of Finances, p.176.

The reasons provided by DoT in its response to the Committee’s questionnaire briefly
refer to the need to ‘reschedule projects’, ‘changes’ for some projects, or ‘delays’ as a
result of ‘further work requirements’.

The Committee observed these explanations and the Budget Papers do not provide
sufficient context to understand the reasons for the underperformance and impact of
delays in completing projects evident across 2017-18 and 2018-19.
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The 2015-16 Budget announced $79.8 million for a package of infrastructure and
Intelligent Transport System projects in metropolitan and regional areas to optimise
transport network efficiency and productivity. The package had a revised TEI of
$82.5 million in the 2018-19 Budget.3%6

The initiative included:

* Technology for smarter journeys—pilot and implementation of traffic management,
network monitoring and information dispersal devices in various metropolitan areas

e Quter suburban congestion relief—intersection improvements and upgrades in the
outer metropolitan area

* Rural road upgrades—intersection improvements in rural areas

* Swan Street bridge—addition of traffic lanes and construction of a new pedestrian
bridge.3%?

DEDJTR’s 2017-18 annual report highlights a new lane was opened on the Swan Street
Bridge during the reporting period to reduce journeys between City Road and Hoddle
Street by five minutes and notes the initiative also widened the footpath for pedestrians
and cyclists to improve safety.3>8

However the Committee observed the Budget papers and DoT’s annual reports do not
provide sufficient insights on the performance and impact of funded congestion and
other road improvement projects.

FINDING 49: The planned number of congestion, cycling and ‘other’ road improvement
projects in metropolitan and regional areas were not achieved across 2017-18 and 2018-19.

FINDING 50: The Budget papers and Department of Transport’s annual reports do not
provide sufficient insights on the performance and impact of funded congestion and other
road improvement projects.

Issues impacting the performance of the freight network

Targets for road-based freight improvement projects

Targets for the completion of planned ‘road-based freight accessibility and reliability
improvement projects’ were similarly not achieved in 2017-18 and 2018-19.

356 Department of Treasury and Finance, Budget Paper No. 4 2018-19 State Capital Program, Melbourne, 2018, p. 28.
357 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2015-16, Melbourne, 2015, p. 44.

358 Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, p. 21.
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Specifically in 2017-18 DEDJTR reported it delivered five fewer projects than planned.3>°
The 2018-19 variance in performance was substantially higher (i.e. eight fewer projects)
with only 38% delivered within agreed timeframes3¢° indicating a growing impact from

delivery challenges and risk to the achievement of outcomes.

DoT advised the issues were due to revised scope, delays with subcontractors or
because of changes in the methodology for calculating timeliness.

The Committee noted the specific projects affected including impact of delivery issues
on the achievement of objectives and intended outcomes were not identifiable within
DoT’s annual report.

RECOMMENDATION 20: The Department of Transport consider reporting on actions
taken to address issues impeding delivery of road and freight accessibility improvement
projects and the impact of funded initiatives within future annual reports.

Delivery of the Metropolitan Intermodal System

The 2014-15 Budget committed $58 million for targeted infrastructure to support
development of a Metropolitan Intermodal System, known as the Port-Rail Shuttle
project. The 2014-15 Budget Papers show the announced initiative aimed to achieve
more efficient freight movements across the city by better linking privately owned
intermodal terminals in strategic locations across Melbourne by rail to the Port of
Melbourne 39

DoT’s response to the Committee’s questionnaire, and its predecessor’s annual reports
since 2014-15, show the project has made slow progress to date.

Project development work increased in March 2015 pending the government’s review of
the approach to market.362 DEDJTR’s 2015-16 and 2016-17 annual reports indicate work
on the project remained largely suspended pending resolution of the Port of Melbourne
lease3®3 and agreement with the Commonwealth Government.364

Work on the initiative progressed during 2017-18 with DEDJTR reporting it had
shortlisted EOI respondents for the $58 million initiative,3° supported by a $38 million
contribution from the Commonwealth,3%% to move more freight by rail and reduce road
congestion.

359 Ibid., pp. 21, 28.
360 Department of Transport, Annual Report 2018-19, p. 171.
361 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2014-15, Melbourne, 2014, p. 69.

362 Department of Economic Development, Jobs, Transport and Resources, Annual Report 2014-15: Volume 2, Melbourne, 2015,
p. 42.

363 Department of Economic Development, Jobs,Transport, and Resources, Annual Report 2015-16, Melbourne, 2016, p. 235.
364 Department of Economic Development, Jobs,Transport, and Resources, Annual Report 2016-17, Melbourne, 2017, p. 221.
365 Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, p. 20.

366 Department of Treasury and Finance, Budget Paper No. 4 2019-20 State Capital Program, p. 79.
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In 2018-19 DoT identified the proponents for the first two grants, almost five years
since the initiative was first announced in the 2014-15 Budget.3¥’ The grants include an
investment of $16.2 million at Austrak in Somerton and $9.5 million at SCT Logistics in
Altona to connect these major freight hubs to the Port of Melbourne by rail 368

Results reported in 2018-19 by DoT against the associated performance measure for the
project indicates it was behind schedule due to delays in executing project agreements
with the approved funding recipients. Around 8% of project funding had been expended
against the target of 20%.369

367 Department of Transport, Annual Report 2018-19, pp. 12, 16.

368 Department of Transport, Port Rail Shuttle, <https://transport.vic.gov.au/our-transport-future/our-projects/port-rail-shuttle>
accessed 4 June 2020.

369 Department of Transport, Annual Report 2018-19, p. 171.
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6 Department of Justice and
Community Safety

Findings

51.

52.

53.

54.

55.

56.

57.

58.

The Department of Justice and Community Safety identified the following program
highlights—delivery of community safety initiatives, the Supporting Community
Legal Centres initiative, Community Crime Prevention Program and Emergency
Volunteer Grants Program.

There is currently no comprehensive, consolidated public reporting on the status,
progress and impact of actions in response to the 57 recommendations of the
Access to Justice Review supported by the Government.

The current lack of public performance data relating to progress of actions from
the Access to Justice review means Parliament and the public cannot assess its
impact to date on improving outcomes for Victorians with legal problems, and for
vulnerable and disadvantaged persons interacting with the justice system.

The objectives and intended outcomes of the Fines Reform Act 2014 are yet to be
realised. There have been substantial delays in the delivery of the new IT system
supporting the reforms. Lengthy implementation challenges to date have adversely
affected the processing of infringements and warrants, and people impacted by
these issues.

Births, Deaths and Marriages Victoria did not achieve its 2018-19 timeliness
performance target for processing certificate applications because of challenges
affecting the rollout of its new IT system. Department of Justice and Community
Safety reported the actions it initiated during 2018-19 have largely restored
performance to expected levels.

The Department of Justice and Community Safety and Victoria Police have
devoted significant effort over the least three years to delivering the Government’s
community safety priorities.

Trend data for the State’s correctional system shows little change in performance
for most objective indicators over the last three years, and a steady decline in the
proportion of community corrections orders successfully completed.

Performance targets for the achievement of benchmark measures in prison
services agreements were not met in both 2017-18 and 2018-19, with a higher level
of underperformance evident during the 2018-19 period.
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59. The longstanding downward trend in the successful completion rate of community
corrections orders highlights a need for greater transparency and publicly available
information on the progress and impact of reform initiatives.

In 2017-18 and 2018-19 the Department of Justice and Community did not achieve
its target to complete an assessment and plan for young people on supervised
orders within six months of commencing the order.

60. In 2017-18 and 2018-19 the Department of Justice and Community Safety did
not achieve its target to complete an assessment and plan for young people on
supervised orders within six months of commencing the order.

Overview

The Department of Justice and Community Safety (DJCS) leads the development and
implementation of laws, regulations, and policy across the justice and community
safety system, and is responsible for ensuring all elements of the system are working
efficiently and effectively.37°

DJCS replaced the former Department of Justice and Regulation (DJR) following
Machinery of Government changes on 1 January 201937 resulting in the transfer of the
Racing portfolio to the Department of Jobs, Precincts and Regions.3”2 The Department
supports the eight ministerial portfolios: Attorney-General; Corrections; Youth Justice;
Victim Support; Workplace Safety; Crime Prevention; Police and Emergency Services;
and Consumer Affairs, Gaming and Liquor Regulation.3”® DJCS works with more than
60 statutory entities and relies on more than 100,000 volunteers.374

DJCS’s objectives are:

e Ensuring community safety through policing, law enforcement and prevention
activities

» Effective management of prisoners and offenders and provision of opportunities for
rehabilitation and reparation

» Effective supervision of young offenders through the provision of youth justice
services promoting rehabilitation

* A fair and accessible criminal justice system that supports a just society based on
the rule of law

370 Department of Justice and Community Safety, Annual Report 2018-19, Melbourne, 2019, p. 4.

371 Ibid.

372 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2019-20, , Melbourne, 2019, p. 262.
373 Department of Justice and Community Safety, Annual Report 2018-19, p. 2.

374 Ibid., p. 4.
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* A fair and accessible civil justice system that supports a just society with increased
confidence and equality in the Victorian community

* Reduce the impact of, and consequences from, natural disasters and other
emergencies on people, infrastructure, the economy, and the environment

« A fair marketplace for Victorian consumers and businesses with responsible and
sustainable liquor and gambling sectors.3”>

This chapter covers key outcomes reported by DJR and DJCS in the 2017-18 and 2018-19
financial years.

6.2 Outcomes in the community across 2017-18 and
2018-19

In the interests of encouraging the effective and efficient delivery of public services

to deliver positive outcomes for Victorians, the Committee’s questionnaire asked
departments to outline the five programs that delivered the most important outcomes
in the community. The programs identified by DJCS include:

« Delivery of community safety initiatives in 2017-18 including a $2 billion investment
to strengthen the detection of crime and apprehension of offenders, changes to
various legislation focused on deploying mobile Protective Service Officers on
public transport, strengthening sentencing, penalties for driving offences, and laws
relating to drug trafficking resulting in improved perceptions of community safety
and a reduction in some reported offences

* In 2017-18 the Supporting Community Legal Centres initiative established funding
grants over two years. This enabled 18 integrated services to be maintained and
expanded, and with 35 community legal centres to deliver a mix of legal services
and assistance with a focus on family violence, child protection, managing debt and
tenancy/housing issues and the needs of people facing homelessness

e In 2018-19 the Community Crime Prevention Program supported 142 initiatives
with over $4.5 million in grants from the Public Safety Infrastructure Fund,
Community Safety Fund and Graffiti Prevention Grants. The projects improved
school engagement for at-risk youths, relationships within family units, employment
opportunities and the take-up of training opportunities for project participants

* Security measures implemented around Melbourne’s central business district (CBD)
in 2018-19 were focused on increasing physical safety and reducing the cost and fear
associated with terrorism and extreme violence. Key initiatives included installation
of a public address system at major CBD locations, expansion of Melbourne’s CCTV
network and progressive replacement of temporary barriers with longer-term
security measures

375 lbid, p.14.
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* |n 2018-19 the Emergency Service Volunteer Grants Program provided $9.7 million
in grants to emergency service organisations across Victoria to support training
and skill development programs, the delivery of facility upgrades, purchase of
equipment and the running of community engagement and education programs.376

FINDING 51: The Department of Justice and Community Safety identified the following
program highlights—delivery of community safety initiatives, the Supporting Community
Legal Centres initiative, Community Crime Prevention Program and Emergency Volunteer
Grants Program.

The Committee’s questionnaire also asked departments to identify programs that
did not deliver their planned outcomes in 2017-18 and 2018-19. DJCS identified lower
than expected outcomes from its Fines and Enforcement Project across both 2017-18
and 2018-19. This was due to delays in the delivery of a new IT system to support the
transition to a new legislative enforcement scheme by December 2017. This resulted
in reduced enforcement activity and functionality for Sheriff’s Officers to action
warrants.3”’

6.3 Challenges

Key challenges identified by DJCS and Victoria Police across 2017-18 and 2018-19
included:

* Managing demand for increasing services—DJCS highlighted the need for adequate
infrastructure and resources for responding to the growing demand for services
including dispute resolution, legal assistance, victims support, and the growing
populations in both community and custodial facilities

* Improving health, safety and wellbeing—the complexity of the Department’s
operating environment, coupled with increased service demand, is impacting staff
health requiring more efficient and effective ways of working

* Delivering integrated online services and secure ICT systems—leveraging
opportunities from centralised online services requires effective inter-agency
coordination and access to adequate online skills. Outdated IT systems and reliance
on third party vendors increase the risk of disruption and limit the Department’s
capacity to innovate

* Repeat offences driven by social and public health issues—traditional policing
cannot solve repeat victimisation and offending from drug and alcohol abuse,
mental health issues, family violence and issues affecting the safety and security of
young people in out-of-home care and youth justice facilities.

376 Department of Justice and Community Safety, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, received 6 February 2020, pp. 20-28.

377 Ibid,, pp. 28-29.
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DJCS also indicated these challenges are influenced by the Department’s significant
reform agenda across the criminal justice system and by the need to respond to other
drivers, such as Royal Commissions.378

Financial analysis

Expenditure

The 2017-18 budget for DJR was $6.9 billion.37® Actual expenditure for the year was
$7.0 billion, representing a variance of 2.1%.

In 2018-19 DJCS’ budget was $7.6 billion.38° Actual expenditure for the year was
$7.8 billion, representing a variance of 2.8%.

Department of Justice and Regulation and Department of Justice and Community
Safety variances in output expenditure, 2017-18 and 2018-19

2017-18
A $14 million
2018-19 W Budget
A $95 million B Actual
B Variance

$ billion 0 1 2 3 4 5 6 7 8 9 10

Source: Department of Justice and Regulation, Annual Report 2017-18, pp.26-89; Department of Justice and Community Safety,
Annual Report 2018-19, pp. 111-145.

Table 6.1 shows output expenditure was higher than the budget in 2017-18 and 2018-19,
with the variances in both years mainly due to overspends in the Criminal law support
and reform, Victims and community support services, and Protection of personal
identity and individual/community rights outputs. This was partially offset by a lower
than budgeted spend in the Community based offender supervision and Youth justice
custodial services outputs across both years.

In 2018-19 the net overall increase in spend was further mitigated by lower than
budgeted expenditure in the gambling and liquor regulation output.

378 Ibid., pp. 254-258.
379 Department of Justice and Regulation, Annual Report 2017-18, Melbourne, 2018, pp. 26-89.
380 Department of Justice and Community Safety, Annual Report 2018-19, pp. 111-145.
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Table 6.1 Department of Justice and Regulation and Department of Justice and Community
Safety expenditure by output 2017-18 and 2018-19

2017-18 2018-19

Outputs Budget Actual Variance Budget Actual Variance

($ million) ($ million) (%) | ($ million) ($ million) (%)
Policing and crime prevention 3,037.0 3,092.0 1.8 3,345.3 3,435.6 2.7
Prisoner supervision and support 1,302.7 1,319.0 1.3 1,508.5 1,535.0 1.8
Community based offender 262.2 229.2 -12.6 279.8 259.1 -7.4
supervision
Youth justice community based 61.9 55.7 -10.0 71.1 63.8 -10.3
services
Youth justice custodial services 103.4 100.7 -2.6 136.6 160.8 17.7
Public prosecutions and legal 249.9 251.8 0.8 270.3 277.7 2.7
assistance
Infringements and warrants 217.6 223.2 2.6 2111 221.1 4.7
Criminal law support and reform 66.2 82.8 25.1 76.7 90.6 18.2
Victims and community support 55.1 74.6 35.4 61.0 83.8 37.4
services
Protection of personal identity 48.4 58.7 21.3 48.7 69.3 42.2
and individual /community
rights
Dispute resolution and civil 48.9 48.0 -1.8 49.2 53.8 9.4
justice support services
Emergency management 1,138.7 1,207.7 6.1 1,252.6 1,302.1 4.0
capability
Gambling and liquor regulation? NA NA NA 136.4 110.5 -19.0
Gambiling, Liquor and Racing? 128.8 120.7 -6.3 NA NA NA
Regulation of the Victorian 139.7 140.6 0.6 149.8 146.9 -1.9
consumer marketplace
Total 6,860.5 7,004.7 2.1 7,597.1 7,810.1 2.8

a.  Renamed in 2018-19 to reflect the transfer of the Racing portfolio to the Department of Jobs, Precincts and Regions.

Source: Department of Justice and Regulation, Annual Report 2017-18, pp.26-89; Department of Justice and Community Safety,
Annual Report 2018-19, pp. 111-145, Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 268.

6.4.2 Revenue and expenses

DJCS’ output appropriations increased in 2017-18 by $783.4 million or 12.9% since
2016-17, and in 2018-19 by $733.3 million or 10.7% from 2017-18.38

DJCS explained that this year-on-year increase was mainly due to new output
initiative funding announced in the State Budget for both years, incremental funding
for initiatives announced in previous budgets, the full year appropriations impact of

381 Department of Justice and Community Safety, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, pp. 93-100.
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Machinery of Government changes in 2017-18 and for the Ravenhall Corrections Centre
in 2018-19, and incremental indexation on frontline services.382

DJR’s employee expenses in 2017-18 increased by approximately $350 million or 11.5%
from 2016-17. DJCS advised this was due to the full-year impact of the transfer of Youth
Justice from the Department of Health and Human Services, additional employees
recruited to implement new and existing initiatives, additional front-line police and
police custody officers.

In 2018-19 DJCS reported a further $320 million or 9.4% increase in employee expenses
which it attributed mainly to additional staff for strengthening the youth justice system
and corrections system capacity, additional police, Protective Service Officers, and staff
recruited for previously announced initiatives relating to community safety and the
management of serious offenders.

Overall financial performance

Table 6.2 summarises DJR’s and DJCS’s financial performance in 2017-18 and 2018-19.

Department of Justice and Regulation and Department of Justice and Community
Safety—Summary of Comprehensive Operating Statement in 2017-18 and 2018-19

2017-18 2018-19
Controlled items Budget Actual Variance Budget? Actual® Variance
($ million) ($ million) (%) | ($ million) ($ million) (%)
Income from transactions 6,854 7,044 2.8 7,724 7,814 1.2
Expenses from transactions 6,861 7,011 2.2 7,767 7,746 0.3
Net result 7 33 43 66

a. The 2018-19 Revised Budget and actual figures reflect the impact of Machinery-of-Government changes effective on
1January 2019.

Source: Department of Justice and Regulation, Annual Report 2017-18, pp.158-159; Department of Justice and Community Safety,
Annual Report 2018-19, p. 103; Department of Treasury and Finance, Budget Paper No. 5 Statement of Finances 2019-20, Melbourne,
2019, p. 118.

Newly created bodies

One new body was created in 2017-18 - the Post Sentencing Authority (PSA). Its role
is to monitor Victoria’s serious offenders and the post sentence scheme resulting in
expenditure of around $1.4 million.383

382 Ibid.
383 Ibid., p. 259.
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In 2018-19 the following two additional new bodies were created with combined
expenditure of approximately $8.9 million:

e The Royal Commission into Police Informants—established to independently inquire
into Victoria Police’s recruitment and management of human sources who are, or
have been, subject to legal obligations of confidentiality or privilege ($8.5 million)

* The Commissioner for Residential Tenancies—created to provide independent
advice to the Victorian Government to recommend changes to renting laws,
programs and services with an aim to improve the renting rights, practices and
tenant experiences across Victoria ($388,708).384

6.5 Performance information

In 2017-18 DJR achieved or exceeded 62% of the performance measures published
in its Annual Report 2017-18.385 DJCS achieved or exceeded 60% of the performance
measures published in its Annual Report 2018-19.386

Figure 6.2 Department of Justice and Regulation and Department of Justice and Community
Safety performance measurement results in 2017-18 and 2018-19

2017-18
A $14 million
2018-19 B Budget
A $95 million B Actual
M Variance

$ billion 0 1 2 3 4 5 6 7 8 9 10

Source: Department of Justice and Regulation, Annual Report 2017-18, pp. 26-89; Department of Justice and Community Safety,
Annual Report 2018-19, pp. 111-145.

Performance measures not met in both 2017-18 and 2018-19 include:

*  Proportion of benchmark measures in prison services agreement achieved
* Rate of return to prison within two years

e Community-work hours performed

*  Successful completion of reparation orders

e Successful completion of supervised court orders

* Average daily number of young people under community-based supervision

384 Ibid.
385 Department of Justice and Regulation, Annual Report 2017-18, pp. 26-89.
386 Department of Justice and Community Safety, Annual Report 2018-19, pp. 111-145.
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e Infringement notices processed
e Warrants actioned
» Total reported road fatalities in vehicle collisions

e Community education and consultation sessions conducted by Victorian Law
Reform Commission.

Issues relevant to some of these performance measures are discussed in further detail
below.

Key issues

Implementing Access to Justice Review recommendations

Overview

The 2016 Access to Justice Review was commissioned by the Attorney-General in
October 2015 and completed by DJR in August 2016.387 The Review sought to identify
ways to improve access to justice for Victorians with everyday legal problems and
ensure disadvantaged and vulnerable people receive the support they need when
engaging with the law and the justice system.388 It was informed by the Productivity
Commission’s 2014 Inquiry Report on Access to Justice Arrangements3® and Victoria’s
Royal Commission into Family Violence.

The review made 60 recommendations focused on providing better legal information,
more flexible and integrated services, better use of technology, stronger leadership,
governance, and linkages across the sector. The Government accepted 57
recommendations in full or in part and in May 2017 committed $34.7 million in funding
for initiatives to improve access to justice through more legal assistance, improved
dispute resolution options, and greater help for common legal problems.39°

The review found existing institutions and service providers were committed to meeting
the growing needs of the community but key enablers including data, technology and
resourcing of legal assistance services were weak.

In 2017-18 DJR reported it was leading a significant work program across government to
implement the review recommendations in conjunction with departments, agencies, the
courts, and the Victorian Civil and Administrative Tribunal (VCAT). It stated significant
progress had been made with most recommendations either underway, or fully or
partially implemented.39!

387 Department of Justice and Regulation, Access To Justice Review: Overview, Melbourne, August 2016, p. 1.
388 Ibid.

389 Australian Government Productivity Commission, Access to Justice Arrangements, <https://www.pc.gov.au/inguiries
completed/access-justice/report> accessed 29 June 2020.
390 Department of Justice and Regulation, Annual Report 2017-18, p. 70.

391 Department of Justice and Regulation, Annual Report 2017-18, p. 70.
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DJR also highlighted implementation of the Justice Legislation Amendment (Access
to Justice) Act 2018 in May 2018, which gave effect to 16 out of the 60 review
recommendations requiring legislative amendment. It noted this resulted in key
amendments to:

* The Victoria Law Foundation Act 2009 to refocus the Victoria Law Foundation (VLF)
to become Victoria’s centre for excellence for data analysis, research and evaluation
on access to justice, legal assistance and civil justice issues.

e The Legal Aid Act 1978 to strengthen VLF’s role in coordinating legal assistance
services and legal information, the skills base of the VLF Board, and increase
transparency and accountability through improved planning and reporting.392

Performance information on the progress and impact of actions

In its Annual Report 2018-19 DJCS advised that work on implementing the
recommendations continued during 2018-19. However it did not detail the Department’s
progress against all of the recommendations. Instead, it again referred to the
amendments introduced the previous year by the Justice Legislation Amendment
(Access to Justice) Act 2018.393

The Committee observed there is no consolidated, comprehensive public reporting
on the status, progress and impact of actions in response to the 57 recommendations
supported by the Government. Neither DJCS’s annual report nor the Budget papers
contain performance information enabling Parliament and the public to evaluate the
adequacy of progress to date.

The Committee also noted many of the 57 recommendations supported by the
Government encouraged agencies to ‘consider’ implementing suggested actions or
relied on the take-up and implementation of relevant actions by the courts and VCAT.
The Review’s findings regarding the need for better performance data, coordination
between agencies, and a stronger culture of continuous improvement throughout the
sector highlight the need for better public reporting on the outcomes of actions taken in
response to this review.

FINDING 52: There is currently no comprehensive, consolidated public reporting on the
status, progress and impact of actions in response to the 57 recommendations of the Access
to Justice Review supported by the Government.

FINDING 53: The current lack of public performance data relating to progress of actions
from the Access to Justice review means Parliament and the public cannot assess its impact
to date on improving outcomes for Victorians with legal problems, and for vulnerable and
disadvantaged persons interacting with the justice system.

392 Ibid., pp. 70-71.
393 Department of Justice and Community Safety, Annual Report 2018-19, p. 137.
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RECOMMENDATION 21: The Department of Justice and Community Safety consider
developing comprehensive performance measures and indicators for evaluating the
progress and impact of actions against the 57 recommendations of the Access to Justice
Review supported by the Government.

Infringements and Fines Victoria

Impact of reforms to Victoria’s system for collecting and enforcing
legal debt

On 31 December 2017 the Fines Reform Act 2014 came into force, establishing a new
fines recovery model in Victoria and a new administrative body, Fines Victoria. Fines
Victoria acts on behalf of the Government and is a single, centralised point of contact
for the public to pay or deal with their unpaid fines.3%4

The reforms sought to enable several improvements and efficiencies including:

* To make Victoria’s fines system fairer and more equitable for vulnerable and
disadvantaged members of the community

* Recovery of both infringement and court fines within a single agency

* The ability for Fines Victoria to administer and consolidate infringements from
multiple agencies issued to individuals

* To streamline and improve the process of making payments and dealing with
fines.395

In 2017-18 the department reported it had purchased a new IT solution known as the
Victorian Infringement Enforcement and Warrants (VIEW) system to support the new
legislative framework and Fines Victoria.

However the Committee noted the system has since experienced substantial delays
and implementation challenges which have adversely affected the processing of
infringements, warrants and persons impacted by these issues.

DJCS’s response to the Committee’s questionnaire singled out implementation of the
Fines Reform Act 2014 as the Department’s least performing program across both
2017-18 and 2018-19.3% |t reported actual outcomes in 2018-19 for several key related
performance measures were lower than the targets established. Specifically the
number of:

*  Warrants actioned was 91.8% lower than expected

394 Department of Justice and Regulation, Annual Report 2017-18, p. 49.
395 Victorian Ombudsman, Fines Victoria complaints, Melbourne, April 2019, p. 7.

396 Department of Justice and Community Safety, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, pp. 28-29.
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e Clearances of infringements within 180 days was 9.2% lower than expected

* Infringement notices processed was 11.1% lower than the target.3%”

Table 6.3 below shows the 2018-19 results reflect a larger performance gap compared
to the underperformance levels also evident in the prior 2017-18 financial year for the
management of infringements and warrants.

Table 6.3 Infringements and warrants—variance between targets and actuals from 2017-18

to 2018-19
Variance between target and actual
Performance measures 2017-18 2018-19
(%) (%)
Infringement notices processed -6.9 -11.1
Warrants actioned -64.9 -91.8
Clearance of infringements within 180 days -8.0 -9.2

Source: Department of Justice and Regulation, Annual Report 2017-18, pp. 50-51; Department of Justice and Community Safety,
Annual Report 2018-19, p. 126.

DJCS attributed the lower number of infringement notices processed in both

2017-18 and 2018-19 to increased roadworks in fixed camera locations, the impact

of deactivating road safety cameras following the WannaCry virus and Transurban
forwarding significantly fewer toll infringements to the State for processing as a result
of its new debt collection policy.398

DJCS’s response to the Committee’s questionnaire shows the planned outcome for the
remaining two measures—‘warrants actioned’ and ‘clearance of infringements within
180 days’—was not met due to the delayed delivery of functionality from the new

IT system which was rolled out on 31 December 2017. DJCS noted this led to a reduction
in enforcement activity and functionality for Sheriff’s Officers to action warrants.3?°

The Department’s Annual Report 2017-18 confirms Sheriff Officers performed limited
enforcement of warrants in the period immediately following the introduction of the
new IT system due to the system’s functionality constraints.2%° The deterioration in
performance reported by DJCS the following year for the same measure shows the
continuing and growing impact of the system’s functionality issues during this period.4°'
DJCS similarly noted in 2018-19 the result was below target due to the ongoing delay in
delivery of necessary IT system functionality for Sheriff’s Officers.#02

397 lIbid.

398 Department of Justice and Regulation, Annual Report 2017-18, p. 50.; Department of Justice and Community Safety, Annual
Report 2018-19, p. 126.

399 Department of Justice and Community Safety, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, pp. 28-29.

400 Department of Justice and Regulation, Annual Report 2017-18, p. 50.
401 Department of Justice and Community Safety, Annual Report 2018-19, p. 126.
402 Ibid.
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The impact of implementation challenges on system users and
outcomes

The Victorian Ombudsman’s April 2019 report Fines Victoria Complaints highlighted
the impacts on people from Fine Victoria’s delays in administering matters relating to
infringements, and from weaknesses in its communication with people directly affected
by these issues. The Ombudsman found these issues mainly stemmed from significant
IT challenges relating to implementation of the VIEW system affecting Fine Victoria’s
operations from the time it commenced.4%3

During the Budget Estimates hearings in June 2019, the Attorney-General
acknowledged the lack of functionality of the ICT system was unacceptable and
indicated the State was actively working with the supplier to address the issue.% The
Committee was also made aware the department had initiated a review of the IT system
to inform the way forward.40%

A DJCS official also outlined the total cost of the VIEW system incurred by the State at
that time, which was $63.3 million and confirmed this represented an approximately
$20 million or 47% increase from the original procurement amount of $43 million. Most
of the additional cost at that time was for additional IT capital expenses and to process
backlogs and respond to calls from Victorians.406

The Ombudsman noted Fines Victoria had recognised its performance was less than
satisfactory and had invested significant resources to work on eliminating backlogs and
address the IT challenges. She also noted her office continued to receive complaints
about Fines Victoria and would maintain a watching brief as it was too early to tell
whether any improvements have had effect.

The Committee observed that DJCS’s annual report does not detail the nature and
impact of actions taken by the department to date to address the above issues.
Consequently, it offers little context and assurance these longstanding challenges are
being effectively and efficiently resolved.

FINDING 54: The objectives and intended outcomes of the Fines Reform Act 2014 are

yet to be realised. There have been substantial delays in the delivery of the new IT system
supporting the reforms. Lengthy implementation challenges to date have adversely affected
the processing of infringements and warrants, and people impacted by these issues.

403 Victorian Ombudsman, Fines Victoria complaints, p. 8.

404 Hon. Jill Hennessy MP, Attorney-General, Department of Justice and Community Safety, 2019-20 Budget Estimates hearing
hearing, Melbourne, 14 June 2019, Transcript of evidence, p. 6.

405 Ibid.

406 Ms Corri McKenzie, Deputy Secretary, Police, Fines and Crime Prevention, Department of Justice and Community Safety,
2019-20 Budget Estimates hearing hearing, Melbourne, 14 June 2019, Transcript of evidence, p. 7.
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RECOMMENDATION 22: The Department of Justice and Community Safety consider
reporting publicly on the outcomes of its reviews of the delivery issues associated with the
Fines Victoria IT system, and on the progress and impact of actions being taken to address
these issues.

Births, Deaths and Marriages Victoria

Transition to a new online system

DJCS reported it implemented a new core business system for Births, Deaths and
Marriages Victoria (BDM) in February 2019 known as Registry Information Online
(RIO). It advised the new system provides a full range of online services allowing
customers and service partners to apply for birth, death, marriage, change of name
and relationship registrations online. DJCS stated the system enhanced data validations
supporting the accuracy of information provided by customers and stakeholders.4%7

It also reported a significant uptake of online services since RIO was implemented,
particularly birth certificates, with over 30,000 new births registered since February
2019. DJCS noted the transition to the new system had a minor impact on BDM’s
accuracy level with the 2018-19 result of 98.6% marginally lower than the trend for the
previous three years which has consistently been above 99%.4°8 Targets for the timely
processing of certificates were not achieved in 2018-19.

DJCS’s Annual Report 2018-19 shows BDM’s timeliness performance in processing
completed applications for certificates declined from 100% in 2017-18 to 78.2%
representing underperformance of -17.7% against the associated 2018-19 target.409

DJCS acknowledged the 2018-19 result reflected the impact of BDM’s transition to the
RIO system which resulted in an increase in turnaround times, a higher volume of calls,
visits, and complaints to BDM.

In February 2019 the Victorian Ombudsman similarly noticed many complaints about
BDM mostly about delays and dissatisfaction with communications from BDM with
many people unable to get through to the call centre.#1©

In its Annual Report 2018-19, DJCS reported that BDM had since focused efforts on
improving turnaround and call centre response times by recruiting additional staff,
providing them with further training, and by making improvements to the system based
on feedback it had received.*"

407 Department of Justice and Community Safety, Annual Report 2018-19, p. 32.
408 Ibid.
409 |Ibid., p.135.

410 Victorian Ombudsman, Long delay in receiving Birth Certificate, 2020, <https://www.ombudsman.vic.gov.au/our-impact/case-
examples/delay-in-getting-birth-certificate> accessed 29 June 2020.

411  Department of Justice and Community Safety, Annual Report 2018-19, p. 135.
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DJCS indicated most registration and certificate processing turnaround times were back
to or below standard levels by the time it produced its Annual Report 2018-19. It also
stated call centre wait times had since decreased and most system issues were now
resolved.*?

During the 2019-20 Budget Estimates hearings, the Attorney-General acknowledged
BDM had experienced challenges from the introduction of the new RIO system. The
Attorney-General explained there were no fundamental technical issues with the system
and the challenges mainly related to the arrangements supporting the rollout of the
new system and some users’ ability to directly enter information. The Attorney-General
stated:

| absolutely concede that births, deaths and marriages have had some challenges—are
largely resolved, but if | can explain, the challenges that births, deaths and marriages
had came from the introduction of the ICT project but were not because of it. There
was no fundamental issue with the ICT. What occurred essentially was a new system
was introduced. The ability of staff and important stakeholders—for example, funeral
directors, marriage celebrants—those that are now in the position to be able to enter
directly information, that contributed to some delays and some challenges...but the
issues...have largely now been resolved.43

The Secretary, DJCS similarly acknowledged the challenges and further outlined to the
Committee the nature and impact of remedial actions taken by the department:

If | was going to go to what one of the lessons should be for the public service in relation
to transition to new IT systems, it is the support we provide to the users and the training
we provide to the users of a new IT system.4

The Committee noted the Attorney-General’s remarks, and was encouraged by the
actions reported by DJCS and BDM to address the implementation challenges evident
following the rollout of the new system.

The Committee observed the different IT issues experienced by BDM and Fines Victoria
reinforced the need for DJCS to rigorously evaluate and leverage the lessons to avoid

a recurrence of the challenges experienced by users of both systems in future projects
involving the delivery of IT systems.

FINDING 55: Births, Deaths and Marriages Victoria did not achieve its 2018-19 timeliness
performance target for processing certificate applications because of challenges affecting
the rollout of its new IT system. Department of Justice and Community Safety reported the
actions it initiated during 2018-19 have largely restored performance to expected levels.

412 Ibid.

413 Hon. Jill Hennessy MP, Attorney-General, 2019-20 Budget estimates (Attorney-General) hearing, Melbourne, 14 June 2019,
Transcript of evidence, p. 13.

414 Ms Rebecca Falkingham, Secretary, Department of Justice and Community Safety, 2019-20 Budget estimates (Attorney-
General) hearing, Melbourne, 14 June 2019, Transcript of evidence, p. 15.
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RECOMMENDATION 23: The Department of Justice and Community Safety consider
evaluating the lessons from the challenges experienced with the rollout of IT solutions for
Births, Deaths and Marriages Victoria and Fines Victoria and the actions taken to embed
improvements.

Impact of community safety initiatives

Community safety priorities and intended outcomes

The State’s inaugural Community Safety Statement 2017 outlines a range of community
safety outcomes the Government and Victoria Police seek to achieve.#’> It also identifies
five priority areas for Victoria Police: reducing harm; increasing connection to the
community; putting victims first; holding offenders to account; improving Victoria
Police capability, culture and technology, and a $2 billion investment to deliver on
them.#6 The 2017-18 Budget shows this investment package included funding for:

e 2,729 new sworn police officers, including 415 specialist family violence officers to
transform the way Victoria Police responds to family violence

* 100 new Protective Services Officers (PSOs) to boost mobile patrols and improve
safety at train stations and transport hubs

* A new 24-hour Police Assistance Line and an online reporting portal to ensure
Victorians can access Victoria Police when and how they need to

e Four new Aboriginal Community Liaison Officers to expand positive engagement
with Aboriginal Victorians

* Replacement of 10 police stations across the State

e 42 new youth specialist officers to support a renewed youth engagement
framework

e 12 community safety networks to engage actively with the police to create safer,
stronger communities

¢ New powers and laws to target recidivist offenders and those crimes that do the
most harm

* Roll-out of Automatic Number Plate Recognition technology across the highway
patrol fleet

* Streamlined DNA testing by Victoria Police, with new powers and additional
resources

e A ban on cash for scrap metal to end the trade in stolen cars

415 Victorian Government, Community Safety Statement, Melbourne, 2017, pp. 2-3, 6, 9.
416 Ibid., p.10.
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* Improved mental health literacy within Victoria Police
* A new dedicated training facility for specialist and critical incident police

« A new Air Wing, including three new helicopters and a fixed wing plane.*”

The Government released two further Community Safety Statements in both 2018-19
and 2019-20. The second statement in 2018-19 confirmed the Government’s and Victoria
Police’s ongoing commitment to the five key priority areas, and included a commitment
to release a new statement each year and to take the politics out of policing by relying
on Victoria Police to make evidence based resource allocation decisions.*® It also
highlighted new initiatives including more PSOs across the public transport network,
new police powers to respond to terrorist incidents, improving the treatment of victims,
and more prevention measures.4®

The 2019-20 statement highlights the progress and continuation of initiatives focused
on reducing offending, the introduction of new police powers, and new equipment and
infrastructure to support the capability of police.42°

Overview of key achievements

The Committee noted the 2018-19 and 2019-20 Community Safety Statements show
the department and Victoria Police have devoted significant effort to delivering the
Government’s key priorities.

DJR’s and DJCS’s annual reports highlight several achievements across both 2017-18 and
2018-19. These include:

* New firearms laws introducing a firearm prohibition regime, new offences to deal
drive-by shootings and illegal firearm manufacturing?

* New legislation expanding the places where transit PSOs can operate to include
‘in the vicinity’ of their designated place, enabling flexible and mobile patrols*??

» 25 additional PSOs were deployed by June 2019, with 50 more planned for
deployment by June 202143

In April 2017 the Government appointed an independent Community Safety Trustee to
monitor and publicly report on the implementation of Community Safety Statement
initiatives. At the time of writing, the Trustee had produced five assurance reports, one
for every six-month period from June 2017 to June 2019.424

417 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2017-18 Melbourne, 2018, p. 98.
418 Victorian Government, Community Safety Statement 2018/19, Melbourne, April 2018, p. 6.

419 Ibid., p.14.

420 Victorian Government, Community Safety Statement 2019-20, Melbourne, June 2019, p. 5.

421 Department of Justice and Regulation, Annual Report 2017-18, p. 17.

422 Ibid.

423 Department of Justice and Community Safety, Annual Report 2018-19, p. 109.

424 Department of Justice and Community Safety, Community Safety Assurance Reports, 24 June 2020,
<https:/www.justice.vic.gov.au/contact-us/community-safety-assurance-reports> accessed 29 June 2020.
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The Trustee’s latest June 2019 assurance report examined progress against 56
Community Safety Statement Initiatives and found 13 were completed, 33 were
progressing and 10 initiatives had transitioned to business as usual activities.425

The Trustee acknowledged the complexities of delivering the Government’s $2 billion
investment and noted funded initiatives were generally within budget.4?¢ However
he also noted various initiatives had either underspends or overspends mainly due to
project delays*? or advanced progress.

The Trustee reported difficulty ascertaining whether Victoria Police projects had
received government approved cashflows that translated into updated project
baselines, budgets and milestones and indicated Victoria Police could improve its issues
management and documentation of budget variances.428

The Trustee also noted more than three years had passed since the initial Community
Safety Statement was released and it was now timely for the Government to consider
evaluating the impact of related initiatives to ensure the community safety agenda is
appropriate, effective and efficient.4??

Community Safety Statement Outcomes Framework

In 2018-19 DJCS reported it had developed an outcomes framework to assess the
impact of Community Safety Statement initiatives.#3° The 2019-20 Community Safety
Statement published baseline and first year results for included measures.

The Committee notes that most reported results exhibit annual changes indicative of an
improvement compared to the 2016-17 baseline year.43!

However it also noted the numerical results were reported without interpretive analysis,
or reference to trend data and targets reflecting the short, medium and long-term
outcomes sought by the Government from the investments.

Consequently it was not possible for the Committee to reliably interpret this information
and understand to what extent it reflected the impact of the investments in community
safety initiatives.

In December 2018 the Trustee reviewed the Department’s progress in implementing the
outcomes framework.432

425 Community Safety Trustee, Community Safety Statement Assurance Report June 2019, Melbourne, June 2019, p. 21.
426 |bid., p.22.

427 Budget variances due to delays were noted for projects relating to the Air Wing fleet, and Police station redevelopments at
South Melbourne and Wyndham.

428 Community Safety Trustee, Community Safety Statement Assurance Report June 2019, p. 27.
429 Ibid., p. 3.

430 Department of Justice and Community Safety, Annual Report 2018-19, p. 20.

431 Victorian Government, Community Safety Statement 2019-20, pp. 40-46.

432 Community Safety Trustee, Community Safety Statement Assurance Report December 2018, Melbourne, December 2018,
pp. 21-32.
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The Trustee identified limitations in the existing framework and made several
suggestions for strengthening it including:

e Greater alignment between outcomes, indicators and measures
* More meaningful indicators
* A greater breakdown of measures (i.e. more disaggregated measures)

* More nuanced baselines to mitigate the limitations of using 2016-17 data as the
baseline for all measures (e.g. using trend data instead of data for a single year).

The Trustee similarly highlighted the importance of supplementing baseline data with
targets to enable meaningful assessment of the impact of initiatives to date. Specifically
the Trustee stated:

... the government should develop targets to provide transparency and accountability
for its activities and spending under the Statement initiatives. Cementing the
expectation that government will achieve a specific change in a specific time is not
unreasonable given that more than $2 billion of community money has been invested

to deliver Statement initiatives. The community deserves to know what they will get for
this and by when. Fostering the right culture and the right messaging to community and
government staff about the (potentially ambitious) targets will be crucial in making sure
the data is an accurate reflection on what is happening in reality.433

The Committee noted the Trustee’s suggested improvements were both reasonable

and appropriate, but not implemented in the 2019-20 Community Safety Statement and
have yet to be reflected in the outcomes framework published by the department on its
website. 434

FINDING 56: The Department of Justice and Community Safety and Victoria Police
have devoted significant effort over the least three years to delivering the Government’s
community safety priorities.

RECOMMENDATION 24: The Department of Justice and Community Safety consider
reviewing and, where possible, consider implementing the Community Safety Trustee’s
suggested improvements to the Community Safety Statement Outcomes Framework.

RECOMMENDATION 25: Consistent with the Community Safety Trustee’s
recommendation, the Department of Justice and Community Safety consider evaluating
the impact of funded community safety initiatives and report publicly on the insights and
actions arising in its Annual Report 2019-20 and on its website.

433 Ibid., p. 30.

434 Victorian Government, Community Safety Statement Outcomes Framework 2019-20, Melbourne, 2019.
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Impact of the Community Crime Prevention Program

The department’s Community Crime Prevention Program aims to empower
communities to address the causes of crime while also building the evidence base of
what works to prevent crime.435

The program seeks to achieve this by supporting community organisations and councils
with grant funding and by working in partnership with key safety organisations, such

as Neighbourhood Watch and Crime Stoppers, to deliver prevention responses to local
crime issues.*36

Key initiatives supported by the department include graffiti removal, improving public
safety and reducing violence against women and children. The department’s Regional
Crime Prevention Reference Groups work with the community to achieve efficient and
effective implementation of these initiatives.437

The Committee notes there is currently little publicly available information on the
impact of the Community Crime Prevention Program and of funded initiatives.

The department’s annual reports consistently highlight the quantum of grant funding
allocated each year to community groups, councils and related projects, but offer little
insight into the impact of these initiatives and how they have contributed over time to
the evidence base of what works to prevent crime.

Consequently the Committee was unable to determine how the department assured the
grants it awarded through its Community Crime Prevention Programs during 2017-18
and 2018-19 were optimally focused on those initiatives proven to prevent crime.

RECOMMENDATION 26: The Department of Justice and Community Safety consider
evaluating and reporting publicly on the outcomes achieved from the grants awarded
through its Community Crime Prevention Program.

Impact of the correctional system

Overview of the system’s performance

The purpose of the correctional system is to promote community safety. The
correctional system seeks to achieve this through the effective management and
provision of rehabilitation and reparation opportunities to prisoners and offenders
under custodial and community-based supervision.*3®

435 Department of Justice and Regulation, Annual Report 2017-18, p. 20.
436 Ibid.

437 Department of Justice and Community Safety, Crime Prevention, 20 April 2020, <https:/www.justice.vic.gov.au/safer-
communities/crime-prevention> accessed 29 June 2020.

438 Department of Justice and Community Safety, Annual Report 2018-19, p. 21.
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The department’s Annual Report 2018-19 outlines the system’s progress toward
achieving this objective. It presents the results of the department’s key objective
indicators that include:

* Rate of prisoners return to prison within two years
* Rate of offender return to corrective services within two years

« Percentage of community corrections orders completed.43?

The Committee noted the trend data presented by the department for its key objective
indicators generally shows little change in performance over the last three years, and in
some cases deteriorating performance.440

Specifically the rate of prisoner return to prison within two years remained relatively
stable during the three year period 2016-17 to 2018-19 at just over 43%, which materially
exceeds the state’s target of 41%. It also shows no material improvement during this
period.44

Similarly the rate of offender return to corrective services within two years consistently
remained close to the state’s current target of 16% during the same three-year period
with no significant or sustained improvement evident.*4?

Particularly noteworthy, however is the steady decline in the proportion of community
corrections orders successfully completed, which decreased from 66.5% in 2014-15 to
56.4% in 2018-19 demonstrating fewer offenders are now satisfactorily completing their
correction orders. In 2018-19 the department acknowledged this decline in performance
and that it reflected a combination of factors including a more complex cohort of
offenders on court orders following the abolition of suspended sentences, and the
transition to a new fines system.443

FINDING 57: Trend data for the State’s correctional system shows little change in
performance for most objective indicators over the last three years, and a steady decline in
the proportion of community corrections orders successfully completed.

RECOMMENDATION 27: The Department of Justice and Community Safety consider
reviewing and expanding the number of objective indicators for the correctional system
to provide comprehensive insights into the causes and impacts of performance trends and
issues.

439 |Ibid., p.14.
440 Ibid., pp. 21-22.
441 Ibid., p. 22.
442 Ibid.

443 1bid., p. 21.
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Benchmark measures in prison service agreements

The Committee observed performance targets for the achievement of benchmark
measures in prison services agreements were not met in both 2017-18 and 2018-19, with
a higher level of underperformance evident during the 2018-19 period.444

Table 6.4 Prison service agreement benchmarks—variance between targets and actuals
2017-18 to 2018-19

Variance between target and actual

Performance measures 2017-18 2018-19
(%) (%)
Proportion of benchmark measures in prison services -13.4 -15.4

agreement achieved

Source: Department of Justice and Regulation, Annual Report 2017-18, p. 35; Department of Justice and Community Safety, Annual
Report 2018-19, p. 116.

The department identified pressures on the prison system from an increasing remand
population and significant prisoner turnover and movement, as the main reasons for
underperformance in both years.44°

The Committee observed these explanations do not provide sufficient context to
understand the operational drivers of underperformance, the risks these circumstances
pose to the achievement of outcomes, and how well they are being mitigated by DJCS
and prison operators.

FINDING 58: Performance targets for the achievement of benchmark measures in prison
services agreements were not met in both 2017-18 and 2018-19, with a higher level of
underperformance evident during the 2018-19 period.

RECOMMENDATION 28: The Department of Justice and Community Safety should
consider reporting on its progress on improving the performance and transparency of
Victoria’s prison system, and impact of actions taken to date in its Annual Report 2019-20.

Community based offender supervision

Community Correctional Services manages and supervises offenders on court orders,
serious sex offenders and serious violent offenders on post sentence supervision and
prisoners on parole. It focuses on offender rehabilitation by providing opportunities to
tackle the drivers of offending behaviour.#46

444 Department of Justice and Regulation, Annual Report 2017-18, p. 35.; Department of Justice and Community Safety, Annual
Report 2018-19, p. 116.

445 Department of Justice and Regulation, Annual Report 2017-18, p. 35.; Department of Justice and Community Safety, Annual
Report 2018-19, p. 116.

446 Department of Justice and Community Safety, Annual Report 2018-19, p. 117.
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In 2017-18 DJR stated it expected the successful completion rate for community
corrections orders (CCOs) to improve in future years following the additional investment
of $332.3 million provided in the 2015-16 and 2016-17 State Budgets to strengthen
Community Correctional Services and improve the supervision of offenders.44

However as shown in Figure 6.3, the successful completion rate continued to deteriorate
in 2018-19 indicating little impact to date from the State’s significant investments.
Notwithstanding the department reiterated its expectation in its Annual Report 2018-19
for performance to improve in future years as it consolidated the reforms and expansion
of Community Correction Services initiated in 2015-16.448

Figure 6.3 Percentage of Community Corrections Orders completed from 2015-16 to 2018-19

per cent

2015-16 2016-17 2017-18 2018-19 2018-19

Source: Department of Justice and Community Safety, Annual Report 2018-19, p. 21

The 2015-16 State Budget provided $63 million over four years to increase the number
of Community Corrections Officers, rehabilitation and reparation programs, and to
establish nine new offices and refurbish 25 existing offices across the state.#4? The
2016-17 Budget provided a further $233 million to improve supervision of offenders and
service delivery.45°

The Auditor-General’s February 2017 report, Managing Community Correction Orders,
noted Corrections Victoria’s reform program was comprehensive and, if implemented
effectively, should reduce high caseloads and improve overall management of
offenders.45' However it also concluded existing practices for managing offenders on
Community Correction Orders (CCOs) were not effective, and much of the effort to
implement reforms lied ahead.#%2

447 Department of Justice and Regulation, Annual Report 2017-18, p. 35.

448 Department of Justice and Community Safety, Annual Report 2018-19, p. 117.

449 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2015-16, Melbourne, 2015, p. 84.
450 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2016-17, Melbourne, 2016, pp. 4, 99.
451 Victorian Auditor-General, Managing Community Correction Orders, 2017, p. viii.

452 Ibid.
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The Committee noted the department’s annual reports do not provide an insight into
the status and impact of major reform initiatives to date. The evident longstanding
downward trend in the successful completion rate of CCOs highlights a need for greater
transparency and publicly available information on the progress and impact of major
reform initiatives.

FINDING 59: The longstanding downward trend in the successful completion rate of
community corrections orders highlights a need for greater transparency and publicly
available information on the progress and impact of reform initiatives.

RECOMMENDATION 29: The Department of Justice and Community Safety consider
evaluating and report publicly on the impact of the State’s investments since 2015-16 to
reform and strengthen Community Correctional Services, its supervision and management
of offenders on community corrections orders and outcomes achieved.

Youth Justice

In August 2017 the Government released the Youth Justice Review and Strategy:
Meeting needs and reducing offending. The Review delivered recommendations to
create a more contemporary and evidence-based youth justice system.

The Government accepted all of the recommendations from the review, either in full or
in principle, and the 2017-18 Budget Update provided an initial investment of $50 million
to implement the review’s priority recommendations.#>3 Key initiatives included a new
custodial operating model, better staff training, a targeted recruitment campaign,
additional Safety and Emergency Response Team staff, an Aboriginal Liaison Officer
and improved risk and needs assessment.4>*

The Government provided a further $145 million in the 2018-19 State Budget to
strengthen youth justice, support rehabilitation through youth diversion programs, and
increase security to ensure the safety of staff, young people and the community.4>>

The Committee noted the department’s performance against the Budget papers
timeliness target to complete an assessment and plan for young people on supervised
orders within six months of commencing the order, were not achieved in both 2017-18
and 2018-19 with a significant decline in performance evident in the 2018-19 year.4>¢
The Auditor-General’s August 2018 report Managing Rehabilitation Services in Youth
Detention highlighted this was an important measure for the department given the
deficiencies in case planning identified by the audit.

453 Department of Justice and Regulation, Annual Report 2017-18, p. 39.
454 Department of Treasury and Finance, Budget Update: 2017-18, Melbourne, 2017, p. 123.
455 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, Melbourne, 2019, pp. 93, 98.

456 Department of Justice and Community Safety, Annual Report 2018-19, p. 122.; Department of Justice and Regulation, Annual
Report 2017-18, p. 43.
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The department attributed the 2018-19 result to the transition to the new case
management framework in February 2019 that requires a greater series of tasks to be
performed prior to completing case plans.4%7

FINDING 60: In 2017-18 and 2018-19 the Department of Justice and Community Safety did
not achieve its target to complete an assessment and plan for young people on supervised
orders within six months of commencing the order.

457 Department of Justice and Community Safety, Annual Report 2018-19, p. 122.
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7 Department of Environment, Land,
Water and Planning

Findings

61. Some of the outcomes the Department of Environment, Land, Water and
Planning identified as highlights in 2017-18 and 2018-19 are the commencement of
construction of several green energy projects and publication of the first Victorian
Greenhouse Gas Emissions Report that identifies the sources and trends of the
state’s emissions.

62. The overall variance between budgeted and actual expenditure for the Department
of Environment, Land, Water and Planning was 3.5% lower in 2017-18 and 12.1%
higher in 2018-19.

63. The Department of Environment, Land, Water and Planning’s (DELWP)
Comprehensive Operating Statement in 2017-18 and 2018-19 reflects a stable
position as DELWP’s overall income exceeds expenses.

64. In both 2017-18 and 2018-19 the Fire suppression, Solar Homes and Land Use
Victoria commercialisation programs received funding through Treasurer’s
Advances.

65. The Committee notes that currently there are no performance measures under the
Climate Change output that assess Victoria’s progress toward reducing greenhouse
gas emissions and meeting interim and long term targets.

66. The Department of Environment, Land, Water and Planning (DELWP) did not meet
its set targets for the performance measure to treat strategic fire access roads and
fuel breaks to manage safety risks posed by dangerous trees in both 2017-18 and
2018-19. In 2018-19 DELWP reported that it did not meet its performance measures
relating to reduction in powerline related bushfire risk.

67. Information about the councils and projects that received funding under the
Growing Suburbs Fund (GSF) is publicly available for the 2019-20 funding round.
The same information is not available for the councils and projects that received
funding under the GSF in the 2017-18 and 2018-19 funding rounds.

68. The Department of Environment, Land Water and Planning did not meet the target
of 25 days for the performance measure ‘Median number of days taken by the
department to assess a planning scheme amendment (days)’ by 14 days in 2017-18
and 37 days in 2018-19, notwithstanding the implementation of new structures,
processes and systems designed to address delays.
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7.1
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69.

70.

71.

72.

The Committee did not approve the discontinuation of three performance
measures that the Department of Environment, Land, Water and Planning
proposed for discontinuation in its Annual Report 2018-19. The department has not
published the result for the 2017-18 ‘Area of revegetation protected or enhanced
through departmental supported Landcare activities’ performance measure.

Water corporations in the metropolitan cohort reported positive net results, where
revenue exceeds expenses, in both 2017-18 and 2018-19.

Of the water corporations the Committee examined, Melbourne Water recycled the
most water by volume (47-48 billion litres per annum) and Lower Murray Urban
and Rural Water Corporation recycled the most by percentage (63-68%).

Water corporations in the rural cohort reported negative net results, where
expenses were greater than the revenue, in both 2017-18 and 2018-19.

Overview

The Department of Environment, Land, Water and Planning (DELWP) is responsible for
the State’s energy supply and its natural and built environments.**8 DELWP supports the
ministerial portfolios of Energy, Environment and Climate Change, Local Government,
Planning, Solar Homes and Water.#>® Before 1 January 2019 DELWP was also responsible
for the Suburban Development portfolio.46°

DELWP’s objectives and outputs are set out in Table 7.1.

458
459

460

Department of Environment, Land, Water and Planning, Annual Report 2018-19, Melbourne, 2019, p. 11.

The solar homes portfolio was created after the 2018 election. Premier of Victoria, A Strong Team To Keep Delivering For All
Victorians, media release, Melbourne, 29 November 2018.

Machinery of government changes effective on 1January 2019 transferred the Suburban Development objective and
associated outputs to the Department of Jobs, Precincts and Regions.
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Table 7.1 Department of Environment, Land, Water and Planning’s objectives and outputs

Departmental objectives Outputs
Zero emission, climate-ready economy and community Climate change
Healthy, resilient and biodiversity environment Environment and biodiversity

Statutory activities and environment protection

Reliable, efficient, accessible, safe and sustainable Energy
energy services

Productive and effective land management Land use Victoria

Management of public land and forests

Parks Victoria

Safe and sustainable water resources Effective water management and supply
A quality built environment Planning, building and heritage
Sustainable and effective local governments Local government

Reduced impact of major bushfires and other emergencies

on people, property and the environment. Fire and emergency management

Source: Department of Environment, Land, Water and Planning, Annual Report 2017-18, p. 6; Department of Environment, Land,
Water and Planning, Annual Report 2018-19, p. 6. In 2017-18 DELWP also reported against the objective ‘Affordable and reliable
access to jobs, services and infrastructure in Melbourne’s suburbs’.

7.2 Outcomes in the community across 2017-18 and
2018-19

The Committee asked departments to outline the programs that delivered the most
important outcomes in the community across 2017-18 and 2018-19. The programs
identified by DELWP included:

*  The commencement of construction on the Bulgana Green Power Hub wind farm
and battery

e The launch of the Power Savings Bonus (PSB) program that increased awareness of
the Government energy price comparison website, Victorian Energy Compare4é!

e The establishment of the Victorian Cladding Taskforce to investigate and address
non-compliant cladding on Victorian buildings and the delivery of an interim report
identifying the extent of combustible cladding on buildings. The report contained
recommendations to ‘ensure Victorians are safe in their homes, their property is
protected and buildings comply with the law462

461 1.2 million website users in the first 12 months of the PSB compared to 600,000 in the previous 12 months. Department of
Environment, Land, Water and Planning, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, received 12 December 2019, p. 20.

462 The Victorian Cladding Taskforce, Victorian Cladding Taskforce: Interim report, Melbourne, 2017, p. 3.
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* The publication of the first Victorian Greenhouse Gas Emissions Report in 2018 that
identifies the sources and trends of Victoria’s greenhouse gas emissions

* The actions taken to stabilise the recycling sector including, increasing the quality of
recycled materials and improving the productivity of the recycling sector under the
Recycling Industry Strategic Plan

*  The commencement of construction of three wind farms and three solar farms as a
result of the Victorian Renewable Energy Auction Scheme#3

*  The commercialisation of part of the land titles and registry functions of Land Use
Victoria.464

FINDING 61: Some of the outcomes the Department of Environment, Land, Water
and Planning identified as highlights in 2017-18 and 2018-19 are the commencement
of construction of several green energy projects and publication of the first Victorian
Greenhouse Gas Emissions Report that identifies the sources and trends of the state’s
emissions.

The Committee’s questionnaire also asked departments to identify programs that

did not deliver their planned outcomes in 2017-18 and 2018-19. One of the programs
identified by DELWP was the Coastal Assets Protection Program. Funding was
provided to replace and upgrade critical coastal protection infrastructure such as sea
and retaining walls. In 2017-18 third party negotiations took longer than expected and
lengthy preparation of complex project tender documentation caused delays in the
delivery of projects under the program.#®> The Coastal Assets Protection Program’s
delivery delays in 2018-19 were caused by complex technical designs and stakeholder
engagement.466

Other DELWP programs that did not deliver their planned outcomes across 2017-18
and 2018-19 were Reducing Bushfire Risk and the Powerline Bushfire Safety Program—
Powerline Replacement Fund and the Smart Planning program.4¢” These programs are
examined in further detail below.

463 Project locations for Solar farms include Carwarp, Cahuna and Winton. Project locations for wind farms include Martlake
South, Dundonnell and Berrybank. Department of Environment, Land, Water and Planning, VRET auction benefits,
<https:/www.energy.vic.gov.au/__data/assets/pdf_file/0028/391159/VRET-Auction-fact-sheet.pdf> accessed 01 May 2020.

464 Department of Environment, Land, Water and Planning, Response to the 2017-18 and 2018-19 Financial and Performance
Outcomes General Questionnaire, pp. 20-6.

465 Ibid., p. 27.
466 Ibid., p. 29.
467 Ibid., pp. 27-30.
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Challenges

In both 2017-18 and 2018-19 DELWP’s main challenges included:

¢ Climate change including higher than average temperatures, lower than average
rainfall, more frequent and intense heat waves, extreme fire conditions, storm surges
and coastal erosion

e Change in the energy sector toward new technologies
* Managing public land effectively given climate change and population pressures

«  Growing bushfire risk.468

In 2017-18 DELWP also noted the ‘increasing demand for affordable housing; additional
infrastructure to match new housing choices in the right locations; and an increased
demand to facilitate land availability’ as key challenges.469

Financial analysis

Expenditure

The variance between the budgeted and actual figures for DELWP’s output expenditure
in 2017-18 and 2018-19 is depicted in Figure 7.1 below.

Department of Environment, Land, Water and Planning variances in output
expenditure, 2017-18 and 2018-19

2017-18
W $75 million
2018-19 B Budget
A $288 million M Actual
2.67
M Variance

$billion 0 04 08 12 16 20 24 28 32 36 40

Source: Department of Environment, Land, Water and Planning, Annual Report 2018-19, pp. 25-72; Department of Treasury and
Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 199.

The variance of $75.4 million or 3.5% in 2017-18 was caused by an underspend on the
Environment and Biodiversity, Energy and Effective Water Management and Supply
outputs which was offset by an overspend on the Suburban Development and Land Use
Victoria outputs.

468 Ibid., pp. 95-6.
469 Ibid.
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The variance of $288 million or 12.1% in 2018-19 was largely driven by an overspend in
the Energy and Fire Management Services outputs which was partially offset by an
underspend on the Climate Change, Effective Water Management and Supply and Local
Governments outputs.

Table 7.1 shows DELWP’s expenditure by output in 2017-18 and 2018-19 and relevant
variances between the Budget and actual expenditure.

Table 7.2  Department of Environment, Land, Water and Planning expenditure by output in
2017-18 and 2018-19

2017-18 2018-19

Output costs Budget Actual Variance Budget Actual Variance

($ million) ($ million) (%) | ($ million) ($ million) (%)
Climate Change 36.1 38.5 6.6 42.7 42.2 -1.2
Environment and Biodiversity 130.6 126.3 -3.3 127.3 139 9.2
Statutory Activities and 122.6 140.4 14.5 203.6 206.2 1.3
Environment Protection
Energy 180.5 109.1 -39.6 119.9 216.2 80.3
Land Use Victoria 80.4 116.9 45.4 171.6 203.2 18.4
Management of Public Land 187.1 201.2 7.5 198.3 212.5 7.2
and Forests
Parks Victoria 176.7 178.7 1.1 188.7 189.1 0.2
Effective Water Management 521.5 385.4 -26.1 416.2 375.3 -9.8
and Supply
Planning, Building and 194.6 207.2 6.5 340.3 358.6 5.4
Heritage
Suburban Development? 2.5 8.2 228.0 8 - -
Local Government 92.1 98.8 7.3 163.8 159 -2.9
Fire and Emergency 414.9 453.5 9.3 400.9 568.4 41.8
Management
Total 2,139.6 2,064.2 -3.5 2,381.3 2,669.7 12.1

a.  From1January 2019, the Suburban Development output was the responsibility of DJPR.

Source: Department of Environment, Land, Water and Planning, Annual Report 2017-18, pp. 26-71; Department of Environment,
Land, Water and Planning, Annual Report 2018-19, pp. 25-72; Department of Treasury and Finance, Budget Paper No. 3 Service
Delivery 2018-19, p. 199.

The Committee notes the overspends in 2018-19 under the Fire and Emergency
Management output of $167.5 million and the Energy output of $96.3 million.470

FINDING 62: The overall variance between budgeted and actual expenditure for the
Department of Environment, Land, Water and Planning was 3.5% lower in 2017-18 and
12.1% higher in 2018-19.

470 Department of Environment, Land, Water and Planning, Annual Report 2018-19, pp. 36,64 (Committee calculation).;
Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, Melbourne, 2019, p. 199.
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Revenue and expenses

DELWP’s output appropriations increased by $116 million or 8.4% in 2017-18 from
2016-17 and by $345 million or 23.1% in 2018-19 from 2017-18.47' DELWP explains that
this year on year increase is primarily due to:

... increased funding received for fire emergency response activities during the fire
season, Goulburn-Murray Water Connections and on-farm projects, Land Use Victoria,
Solar Homes program, the Power Savings Bonus initiative and payments to Local
Government.472

DELWP’s employee expenses also increased in 2017-18 by $48 million (or 12.1%) from
2016-17 and in 2018-19 by $74 million (16.6%) compared to 2017-18. DELWP states that
contributing factors to this increase included:

* Anincreased number of the paid Full Time Equivalent (FTE) staff
* Anincrease in bushfire activities

* A 3% salary increase from 1 July 2018 to 30 June 2019 for Victorian Public Service
staff.473

Overall financial performance

Table 7.3 below summarises DELWP’s financial performance in 2017-18 and 2018-19.

Department of Environment, Land, Water and Planning—Summary of
Comprehensive Operating Statement in 2017-18 and 2018-19

2017-18 2018-19
Controlled items Budget Actual Variance Budget Actual Variance
($ million)  ($ million) (%) | ($ million) ($ million) (%)
Income from transactions 2,077 2,216 6.7 2,128 2,854 34.1
Expenses from transactions 2,139 2,064 -3.5 2,381 2,677 12.4
Net results -62 152 -253 177

Source: Department of Environment, Land, Water and Planning, Annual Report 2018-19, p. 252; Department of Environment, Land,
Water and Planning, Annual Report 2017-18, p. 259; Department of Treasury and Finance, Budget Paper No. 5 Statement of Finances
2018-19, p. 92.

FINDING 63: The Department of Environment, Land, Water and Planning’s (DELWP)
Comprehensive Operating Statement in 2017-18 and 2018-19 reflects a stable position as
DELWP’s overall income exceeds expenses.

471 Department of Environment, Land, Water and Planning, Response to the 2017-18 and 2018-19 Financial and Performance
Outcomes General Questionnaire, pp. 51-2.

472 Ibid.
473 Ibid., pp. 51-6.
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7.5 Performance information

DELWP achieved or exceeded 83% of the 140 performance measures published in the
2017-18 Annual Report:*™* and 75% of the 115 performance measures published in the
2018-19 Annual Report. 47>

Figure 7.2 Department of Environment, Land, Water and Planning performance measurement
results in 2017-18 and 2018-19

2017-18

2018-19

M Performance measures met

B Performance measures not met

percent 0 10 20 30 40 50 60 70 80 90 100

Source: Department of Environment, Land, Water and Planning, Annual Report 2017-18, pp. 30-70; Department of Environment,
Land, Water and Planning, Annual Report 2018-19, pp. 22-64.

Performance measures that were not met in both 2017-18 and 2018-19 include:

* Planning referrals relating to native vegetation processed within statutory
timeframes

» Coastal protection infrastructure projects delivered

« Significant built bay assets managed by Parks Victoria®’é rated in average to
excellent condition

e Median number of days taken by the department to assess a planning scheme
amendment

* Length of strategic fire access roads and fuel breaks treated to manage safety risks
posed by dangerous trees.*’7

Some of these performance measures are discussed in further detail below.

474 Department of Environment, Land, Water and Planning, Annual Report 2017-18 Melbourne, 2018, pp. 30-70.
475 Department of Environment, Land, Water and Planning, Department of Environment, Annual Report 2018-19, pp. 22-64.

476 Number of government departments and agencies share responsibility for bays, rivers and ports. Parks Victoria is the local
manager of Port Phillip, Western Port and Port Campbell. (source:Parks Victoria, Water Management,
<https:/www.parks.vic.gov.au/water-management> accessed 06 May 2020.

477 Department of Environment, Land, Water and Planning, Annual Report 2017-18 pp. 30-71.; Department of Environment, Land,
Water and Planning, Annual Report 2018-19, pp. 22-64.

132 Public Accounts and Estimates Committee


https://www.parks.vic.gov.au/water-management

Chapter 7 Department of Environment, Land, Water and Planning

7.6 Key issues

7.6.1 Treasurer’s Advances—funding for programs after the Budget

A variety of legal mechanisms exist for departments to request funding to support
programs after the Budget has been finalised. The Resource Management Framework
(RMF) explains:

The source of the additional funding, if approved, will be determined by the Treasurer
taking into account the requirement to manage the overall parliamentary appropriation
authority available to the Government, and within the parameters of the DFM
[Departmental Funding Model] ...

Each of these mechanisms requires the approval of the Treasurer or relevant Cabinet
committee. Departments should not assume an application to access one of these
funding sources will guarantee receipt of that source of funding.478

A Treasurer’s Advance is one mechanism that exists for a department to request
additional funding. The RMF states that a ‘Treasurer’s Advance (TA) is appropriated to
be applied at the Treasurer’s discretion to meet any urgent or unforeseen claims’.47°

Responding to the Committee’s questionnaire, DELWP outlined the programs that
received funding through Treasurer’s Advances after the Budget, including the
following:

* Fire suppression—The 2017-18 and 2018-19 Budgets did not allocate funding to this
program. Nevertheless funding through a Treasurer’s Advance for fire suppression
was provided in 2017-18 for $42 million and in 2018-19 for $150.6 million48°

* Solar Homes Program and solar panels for renters—The 2018-19 Budget did
not allocate funding to this program. However funding through a Treasurer’s
Advance for ‘a capped number of rebates to eligible households who install solar
hot water systems and solar panels on their homes’ was provided in 2018-19 for
$84.9 million*8!

* Land Use Victoria commercialisation—The 2018-19 Budget did not allocate funding
to this program. Yet funding through a Treasurer’s Advance ‘to support the delivery
of land administration functions following the commercialisation of Land Use
Victoria in October 2018 was provided in 2018-19 for $48 million.482

478 Department of Treasury and Finance, The Resource Management Framework: for Victorian Government Departments,
Melbourne 2019, p. 55.

479 lbid., p.19.

480 Department of Environment, Land, Water and Planning, Response to the 2017-18 and 2018-19 Financial and Performance
Outcomes General Questionnaire, pp. 31,6.

481 |lbid., p. 37.
482 Ibid.
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DELWP’s 20718-19 Annual Report discloses:

* The total amount of advances from the Treasurer received by the Department across
a financial year as part of the ‘Summary of compliance with annual parliamentary
appropriations’ disclosures483

*  Where advances approved by the Treasurer for particular programs have resulted
in higher than budgeted output costs under the relevant output performance
measures.*84

However the annual reports do not provide a breakdown of the amounts allocated to
programs through advances approved by the Treasurer or the basis for the additional
funding, i.e. whether the claims were deemed ‘urgent’ and/or ‘unforeseen’. The
Committee notes that the 20718-19 Model Report for Victorian Government Departments
does not require such disclosures.

FINDING 64: In both 2017-18 and 2018-19, the Fire suppression, Solar Homes and Land Use
Victoria commercialisation programs received funding through Treasurer’s Advances.

Reprioritisation of funding

The 2017-18 and 2018-19 Budgets included targets for ‘funding from reprioritisation
of existing resources’ to fund new initiatives.#8> These targets are in addition to any
savings and efficiencies resulting from expenditure reduction measures.

In 2018-19 DELWP reprioritised $1.3 million over four years from Forest, Fire and Regions
to ‘Walking together—A partnership to improve community connection and access to
Country’, and a further $200,000 from Forest Fire and Regions to ‘Jobs for Aboriginal
people in natural resource management’.48¢ |n response to the Committee’s question
about the impact of the reprioritisation of this funding, DELWP explained that it ‘scaled
back investment in [Forest, Fire and Regions] projects that had no direct impact on
frontline delivery’.487

DELWP’s 2018-19 Annual Report describes the functions and services of the Forest, Fire
and Regions business group as follows:

* Manages state forests, coasts and other public land

* Provides high quality advice to Government on forest, fire and emergency
management

483 Department of Environment, Land, Water and Planning, Annual Report 2018-19, p. 138.
484 |bid., p. 36.

485 Department of Treasury and Finance, Budget Paper No. 2 Strategy and Outlook: 2017-18, Melbourne, 2017, p. 55.;
Department of Treasury and Finance, Budget Paper No. 2 Strategy and Outlook: 2018-19, Melbourne, 2018, p. 54.

486 Department of Environment, Land, Water and Planning, Response to the 2017-18 and 2018-19 Financial and Performance
Outcomes General Questionnaire, p. 60.

487 Ibid.
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* Has alead role in preparing for, responding to, and recovering from fire and other
emergencies, to reduce impacts on people, property and the environment

* DELWP’s main connection to local communities and environments across the
State, the group provides valuable intelligence on how policy and programs can be
designed and delivered to better meet the needs of Victorians.488

Climate change—emissions reduction targets

DELWP’s objective 1: zero emission, climate-ready economy and community is
supported by three objective indicators, including objective indicator 2: percentage
reduction in Victoria’s greenhouse gas emissions relative to 2005.489

With reference to this objective indicator, DELWP’s 2078-19 Annual Report states:

The Victorian Government has committed to reducing the state’s greenhouse gas
emissions by 15-20 per cent below 2005 levels by 2020, setting Victoria on the path to
net-zero emissions by 2050.4%0

In this context DELWP’s 2018-19 Annual Report drew attention to the first Victorian
Greenhouse Gas Emissions Report 2018 which showed:

... the state’s total greenhouse gas emissions were 110 megatonnes of carbon dioxide
equivalent in 2017, or 10.3 per cent below 2005 levels [and also included] a projection of
emissions to 2020, which indicates that in 2020 the state’s emissions are projected to be
18.2 per cent below 2005 levels, well on track to the 2020 target.4?

Under the Climate Change Act 2017 (Vic) the Minister for Energy, Environment and
Climate change must set interim economy-wide emissions reduction targets for 2021-25
and 2026-30 by 31 March 2020.492 Advice to the Government from an independent
expert panel has recommended the Government develop interim targets of:

e 32-39% below 2005 levels in 2025
e 45-60% below 2005 levels in 2030.493

FINDING 65: The Committee notes that currently there are no performance measures
under the Climate Change output that assess Victoria’s progress toward reducing
greenhouse gas emissions and meeting interim and long term targets.

488 Department of Environment, Land, Water and Planning, Annual Report 2018-19, p. 18.
489 Ibid., pp. 22-5.

490 Ibid., p. 25.

491 Ibid.

492 Ibid.

493 Independent Expert Panel on Interim Emissions Reduction Targets for Victoria, Interim Emissions Reduction Targets for
Victoria (2021-2030), 2019, p. 7.
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Bushfire risk

As stated above, in both 2017-18 and 2018-19 Reducing Bushfire Risk was one of
DELWP’s programs that did not deliver its planned outcomes in the community.494

In 2017-18 DELWP did not meet the target for the performance measure to treat

1,200 kilometres (km) of strategic fire access roads and fuel breaks to manage safety
risks posed by dangerous trees. Only 709 km was treated in 2017-18 (41% below target).
DELWP stated:

The 2017-18 actual outcome of 709 km treated was 41 per cent below the target of
1,200 km. This result was below target due to wet weather hampering the ability of
works to be undertaken. While the target for dangerous tree works was not met,
significantly longer distances of vegetation management and road maintenance and
improvement were undertaken through a bundled works contract approach. This
involved a single contract being tendered for dangerous trees, vegetation management
and road works, rather than three separate contracts. These efficiencies provided a
better value for money outcome for the department as a public road manager.4%>

In 2018-19 DELWP did not meet the performance measure to treat 1,500 km of strategic
fire access roads and fuel breaks to manage safety risks posed by dangerous trees. Only
1,000 km was treated in 2018-19 (33% below target). DELWP stated:

This target was not met as a new delivery model for the Reducing Bushfire Risk program
was implemented, which integrated dangerous tree removal, vegetation management
and road maintenance. This measure has been replaced in 2019-20 by a new measure
providing a more complete view of the program (specifically forest access and egress)
rather than focusing on one area of performance (dangerous trees).4%

In 2018-19 the ‘Powerline Bushfire Safety Program—Powerline Replacement Fund’ was
also one of DELWP’s underperforming programs that did not deliver planned outcomes
in the community.#?” The Powerline Replacement Fund aims to replace powerlines in
the highest risk bushfire areas with insulated overhead, underground powerlines or new
conductor technologies.

In 2018-19 DELWP did not meet the performance measures to retire 770 km of
powerlines in high bushfire risk areas to reduce the risk of bushfires from electrical
assets, with 693 km of powerlines retired and bare wire, overhead powerlines replaced
(10% below target). DELWP stated:

494 Department of Environment, Land, Water and Planning, Response to the 2017-18 and 2018-19 Financial and Performance
Outcomes General Questionnaire, pp. 27-30.

495 Ibid., p. 28.
496 Ibid., p. 29.
497 1bid., p. 30.
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The annual target of 770 km was not achieved due to implementation issues such as
encountering hard rock and landowner easement issues, which impacted the ability to
retire the planned length of powerlines in high bushfire risk areas. The 2019-20 target is
expected to be achieved.4%8

Notwithstanding this result, DELWP’s 2018-19 Annual Report emphasised that through
the Powerline Bushfire Safety Program:

Two out of five programs were completed ahead of schedule, to achieve a 31.7 per cent
cumulative reduction in bushfire risk and enhance community safety across regional and
rural Victoria.49°

The Committee also notes that performance for the ‘Relative reduction in state-wide
powerline related bushfire risk’ measure was 10% below target in 2018-19.5°° DELWP
explained that this was:

... due to changes in the work programs of electricity distribution companies in rolling
out safety infrastructure upgrades at electrical substations.59

FINDING 66: The Department of Environment, Land, Water and Planning (DELWP) did not
meet its set targets for the performance measure to treat strategic fire access roads and

fuel breaks to manage safety risks posed by dangerous trees in both 2017-18 and 2018-19.

In 2018-19 DELWP reported that it did not meet its performance measures relating to
reduction in powerline related bushfire risk.

Solar Homes program

The Solar Homes program was launched in August 2018 as a one year program.>°2 [t was
initially funded through a Treasurer’s Advance of $84.9 million in 2018-19:

... to provide a capped number of rebates to eligible households who install solar hot
water systems and solar panels on their homes.5%3

In response to the Committee’s questionnaire DELWP provided the following
information about the numbers of rebates paid to eligible Victorian home owners under
the program as at 30 June 2019.

498 |bid.
499 Department of Environment, Land, Water and Planning, Annual Report 2018-19, p. 7.

500 Department of Environment, Land, Water and Planning, Response to the 2017-18 and 2018-19 Financial and Performance
Outcomes General Questionnaire, p. 90.

501 Ibid.
502 Department of Environment, Land, Water and Planning, Annual Report 2018-19.; ibid., p. 75.

503 Department of Environment, Land, Water and Planning, Response to the 2017-18 and 2018-19 Financial and Performance
Qutcomes General Questionnaire, p. 37.
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Table 7.4  Solar Homes program rebates 2018-19—variance between targets and actuals

Rebate Applications 2018-19 2018-19 Variance

approved Target Actual (%)
Solar photovoltaic (PV) [Solar panel] 33,101 24,000 25,543 6
Solar hot water 286 6,000 163 -97

Source: Department of Environment, Land, Water and Planning, Response to the 2017-18 and 2018-19 Financial and Performance
QOutcomes General Questionnaire, received 12 December 2019, p. 19.

These results indicate an excess demand for the solar panel rebates and minimal
demand for the solar hot water rebates provided under the Solar Homes program. In
this context, the Committee notes that as the Solar Homes program was announced
after the 2018-19 Budget, no performance measures were developed to assess

the financial and performance outcomes of the program in 2018-19. However the
Government subsequently announced it would provide a further $1.3 billion for the
program over the next ten years.5%4 DELWP’s Annual Report 2018-19 states that this
funding:

... will assist Victorians by installing solar panels, batteries or hot water systems on
770,000 houses across the state. As part of the Solar Homes program a loan scheme

will commence in July 2019. This will allow Victorians to access the benefits of renewable
energy at no up-front cost.>%>

In October 2019 the Minister for Solar Homes stated that:

* 46,000 solar installations had been completed since the program’s launch, with
69% of solar rebates going to households with incomes of less than $105,000 and
at least 10% to those earning less than $16,000 a year

* The program is estimated to create 5,500 new jobs in the industry.506

Noting the significant $1.3 billion investment in the Solar Homes Program ‘as part of

a major push for Victoria to reach its target of 50% of its energy to be provided by
renewables by 2030,%%7 the Committee considers it important that DELWP monitor and
report on the program’s financial and performance outcomes.

The Committee notes the new performance measures included in the 2019-20 Budget
to assess the quantity of applications approved, the quality of the rebated installations
and the timeliness of completing applications under the program.>°8 However it is also

504 Department of Environment, Land, Water and Planning, Annual Report 2018-19, p. 4.
505 Ibid., p. 75.
506 Minister for Solar Homes, Solar Homes Delivers Boom In New Clean Energy, media release, Melbourne, 24 October 2019.

507 Solar Victoria, Solar Homes Program expands to meet community demand and boost energy supply 29 August 2019,
<https:/www.solarvic.gov.au/solar-homes-program-expands-meet-community-demand-and-boost-energy-supply>
accessed 18 May 2020.

508 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2019-20 Melbourne, 2019, p. 175.
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important that DELWP monitor and report on the income levels of households receiving
rebates under the Solar Homes program, the number of new jobs created in the industry
as a result of the program and the contribution the program is making to renewable
energy generation.

RECOMMENDATION 30: The Department of Environment, Land, Water and Planning
consider developing performance measures that set targets and provide performance
information on the income levels of the households receiving rebates under the Solar
Homes program, the number of new jobs created and the contribution to renewable
energy generation.

Growing Suburbs Fund (GSF)

The Growing Suburbs Fund (GSF) was introduced in 2015 and makes a $250 million
investment over five years to support councils and communities in outer suburban
areas to improve local facilities such as parks, community centres and swimming
pools.59? The 2017-18 Budget allocated $50 million across 2017-18 and 2018-19 to the
GSF;>'° and in 2018-19 DELWP received an additional $3 million through a Treasurer’s
Advance ‘to boost the number of community infrastructure projects delivered through
the GSF’."

Forty applications for community projects in 2017-18 and 45 in 2018-19 were
approved.’2 However the councils that received grant funding and the projects
delivered through the GSF in the 2017-18 and 2018-19 funding rounds are not published
on DELWP’s GSF website or in DELWP’s annual reports. The Committee notes however
that the GSF website lists the councils and names of projects that received grant
funding totalling $49.3 million in the 2019-20 funding rounds.>

DELWP reported against performance measures relating to submissions received under
the GSF meeting objectives and the number of projects completed in accordance with
the GSF guidelines in 2017-18 and 2018-19.5"* Information about which councils and
projects received funding in these rounds would enhance the transparency of the GSF
and allow an assessment of the outcomes delivered to the community by the fund.

509 Growing Suburbs Fund, Growing Suburbs Fund, <https://www.localgovernment.vic.gov.au/grants/arowing-suburbs-fund>
accessed 18 May 2020.

510 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2017-18 Melbourne, 2018, p. 65.

511 Department of Environment, Land, Water and Planning, Response to the 2017-18 and 2018-19 Financial and Performance
Outcomes General Questionnaire, p. 37.

512 Ibid., p. 1.
513 Growing Suburbs Fund, Growing Suburbs Fund.
514 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2017-18 p. 223.
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FINDING 67: Information about the councils and projects that received funding under
the Growing Suburbs Fund (GSF) is publicly available for the 2019-20 funding round.
The same information is not available for the councils and projects that received funding
under the GSF in the 2017-18 and 2018-19 funding rounds.

RECOMMENDATION 31: The Department of Environment, Land, Water and Planning
consider including in its annual reports details about the councils and projects that receive
funding (including the amount allocated) under the Growing Suburbs Fund, to facilitate an
assessment of the outcomes delivered to the community by the fund.

Planning scheme amendments—assessment times

Amendments to planning schemes must be authorised by the Minister for Planning,
involve consultation, usually public exhibition, and where necessary the appointment
of an independent panel to consider submissions and provide a report.5”®

The target of 25 days for the performance measure ‘Median number of days taken by
the department to assess a planning scheme amendment (days)’ is calculated using the
days set in Ministerial Direction 15—The Planning Scheme Amendment Process—made
under the Planning and Environment Act 1987 (Vic).>'6

DELWP did not meet the target for this performance measure in both 2017-18 and
2018-19. The median number of days taken to assess a planning scheme amendment
was 39 days in 2017-18, 14 days longer the target (or a 56% variance), and 62 days in
2018-19, 37 days longer than the target (or a 148% variance).>"

DELWP stated that it did not meet the target in 2017-18 due to:

... the large volume and complexity of planning scheme amendments being assessed
by the department. The increase is due to a number of state critical infrastructure
and renewable energy projects, plus a number of local council amendments for
processing.5®

However DELWP informed the Committee that:

New workload structures, management processes and systems are being implemented
to address this, however the effects of this may not be evident in the median number
count until the end of the financial year.5"

515 Department of Environment, Land, Water and Planning, Amending a planning scheme, 30 March 2020
<https:/www.planning.vic.gov.au/schemes-and-amendments/amending-a-planning-scheme> accessed 18 May 2020.

516 Department of Environment, Land, Water and Planning, Response to the 2017-18 and 2018-19 Financial and Performance
QOutcomes General Questionnaire, pp. 86,92.; Planning and Environment Act 1987 s. 12(2)(a). (Vic).; Planning and Environment
Act 1987 (Vic), s. 12(2)(a).

517 Department of Environment, Land, Water and Planning, Response to the 2017-18 and 2018-19 Financial and Performance
Qutcomes General Questionnaire, pp. 86, 92 (Committee calculation)..

518 Ibid., p. 86.
519 Ibid.

Public Accounts and Estimates Committee


https://www.planning.vic.gov.au/schemes-and-amendments/amending-a-planning-scheme

7.6.8

Chapter 7 Department of Environment, Land, Water and Planning

Notwithstanding these new structures, processes and systems the Committee notes
that the result in 2018-19 further deteriorated from 2017-18. DELWP stated that the
2018-19 target was not achieved due to:

e Theincreased number of planning scheme amendments being assessed by the
department

* The median number of days is taking longer as the volume of state critical
infrastructure and renewable energy projects has added to the number of local
council amendments for processing. >2°

In addition, DELWP indicates that in 2018-19 it focussed on strategic assessment of
authorisation requests to ensure only compliant amendments are exhibited and that:

This early assessment has required the prioritisation of some resources by the
department, which has affected the timeliness of final assessments. This prioritisation
has, however, had the benefit of avoiding or reducing the timelines for panel hearings.5?

Similar to the reasons provided regarding the 2017-18 result, DELWP again advised the
Committee that following the 2018-19 result, ‘New workload structures, management
processes and systems are being implemented to address this’.522

FINDING 68: The Department of Environment, Land Water and Planning did not meet
the target of 25 days for the performance measure ‘Median number of days taken by

the department to assess a planning scheme amendment (days)’ by 14 days in 2017-18
and 37 days in 2018-19, notwithstanding the implementation of new structures, processes
and systems designed to address delays.

RECOMMENDATION 32: The Minister for Planning consider reviewing Ministerial
Direction 15—The Planning Scheme Amendment Process—made under the Planning and
Environment Act 1987 (Vic) to consider whether the timelines set for assessing planning
scheme amendments remain achievable.

Reporting on discontinued performance measures

The 2018-19 Model Report for Victorian Government Departments explains that any
performance measures that were proposed for discontinuation but were not approved
by the Committee must continue to be reported in the relevant department’s annual
report.523

520 lbid., p. 92.

521 Ibid.

522 |Ibid.

523 Department of Treasury and Finance, 2078-19 Model Report for Victorian Government Departments, Melbourne, 2019, p. 24.
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In its Report on the 2018-19 Budget Estimates the Committee recommended that
DELWP retain the following three performance measures under the Environment and
Biodiversity output that were proposed to be discontinued and replaced with the single
measure—‘area treated for biodiversity conservation in priority locations’:

* Area of revegetation protected or enhanced through departmental supported
Landcare activities

e Habitat managed for biodiversity in Victoria

» Area protected from pest predators, weeds and herbivores.5%4

While the Committee notes that the 2019-20 Budget subsequently replaced the single
performance measure—‘area treated for biodiversity conservation in priority locations’—
with four new measures,>2>* DELWP did not report against above proposed discontinued
measures in its Annual Report 2018-19, as required by the model report.526

In addition, with reference to the result against the 2017-18 performance measure

‘Area of revegetation protected or enhanced through departmental supported

Landcare activities’, DELWP’s Annual Report 2017-18 stated: ‘Current estimates indicate
performance for this measure is on track. The 2017-18 actual will be available in February
2019’. However as this proposed to be discontinued performance measure was not
reported on in the Annual Report 2018-19, the result remains unknown.5%”

FINDING 69: The Committee did not approve the discontinuation of three performance
measures that the Department of Environment, Land, Water and Planning proposed for
discontinuation in the Annual Report 2018-19. The department has not published the
result for the 2017-18 ‘Area of revegetation protected or enhanced through departmental
supported Landcare activities’ performance measure.

RECOMMENDATION 33: The Department of Environment, Land, Water and Planning
consider ongoing reporting on performance measures that were not approved for
discontinuation by the Committee, in line with the 2078-19 Model Report for Victorian
Government Departments.

524 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2018-19 Budget Estimates,
18 September 2018, p. 143.

525 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2019-20 p. 168.
526 Department of Environment, Land, Water and Planning, Annual Report 2018-19, p. 31.
527 Ibid., p. 34.
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7.7 Water corporations

Water corporations are accountable to the Minister for Water for the functions they
perform on behalf of the Victorian Government in managing, regulating, consulting and/
or advising in relation to public land, water, energy and environmental resources and
planning and local infrastructure.>28

Under DELWP’s water portfolio, there are 19 water corporations that service Melbourne
and regional Victoria.5?® Water corporations provide a range of water services including
water supply and sewerage services. DELWP has identified three cohorts for water
corporations; metropolitan, regional and rural.>3° This section of the report summarises
the financial and non-financial performance of the water corporations the Committee
requested information from. They include four metropolitan water corporations, two
regional water corporations and two rural water corporations.

7.7.1 Metropolitan water corporations

Melbourne Water

In 2017-18 and 2018-19 Melbourne Water reported a positive net result where income
exceeded expenses. The following is a summary of the recycled water produced and the
percentage of total wastewater treated for 2017-18 and 2018-19.

Table 7.5 Recycled water produced, 2017-18 and 2018-19

2017-18 2018-19
Total Total
Volume wastewater Volume wastewater
treated treated
(billion litres) (%) | (billion litres) (%)
Total wastewater treated 320.3 - 305.5 -
* Western Treatment Plant sub total 30.0 - 31.8 -
« Eastern Treatment Plant 17.3 - 16.9 -
Total recycled water 47.3 15 48.7 16
Distributed to customer 35.0 11 33.8 11

Source: Melbourne Water, Annual Report 2017-18, pp. 17, 21, Melbourne Water, Annual Report 2018-19, pp. 17, 21 (Committee
calculation).

The Committee notes that Melbourne Water does not report on key performance
indicators such as unplanned water supply interruptions, interruption time and water
quality complaints that most other water entities have in place.

528 Department of Environment, Land, Water and Planning, About DELWP agencies, 19 July 2019,
<https:/www?2.delwp.vic.gov.au/boards-and-governance/about-delwp-agencies > accessed 06 July 2020.

529 Ibid.

530 Victorian Auditor-General’s Report, Results of 2016-17 Audits: Water Entities, Melbourne, November 2017, p. 11.
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Table 7.6  Melbourne Water—selected key performance indicators, 2017-18 and 2018-19

2017-18 2018-19

Key performance indicator Target Result Target Result

(%) (%) (%) (%)
Water quality—compliance with Bulk Water Service 100 100 100 100
Agreement
Water Quality—compliance with BWSA: 91.5 98.9 91.5 95.9
Aesthetics—Turbidity
Customer responsiveness—Complaints referred to Energy 100 100 100 100

and Water Ombudsman Victoria (EWOV) responded to
within EWQV established time

Source: Melbourne Water, Annual Report 2017-18, pp. 140; Melbourne Water, Annual Report 2018-19, pp. 144.

City West Water

In 2017-18 and 2018-19 City West Water reported a positive net result where income
exceeded expenses.

City West Water supplies approximately 2.6 gigalitres (2,600 megalitres)>3' of recycled
water according to their 2018-19 Annual report. 332

The Committee noted the following key performance indicators for City West Water.

Table 7.7  City West Water—selected key performance indicators, 2017-18 and 2018-19

2017-18 2018-19

Key performance indicator Target Result Target Result

(%) (%) (%) (%)
Unplanned water supply interruptions—no. of customers 0.1 0.0 0.0 0.0
receiving five unplanned interruptions in the year / total
number of water (domestic and non-domestic * 100)
Interruption time—average duration of unplanned water 129.5 119.6 120.0 112.7
supply interruptions (minutes)
Water quality complaints—no. of complaints 1.1 0.7 0.7 1.2

per 1,000 customers

Source: City West Water, Annual Report 2017-18, pp. 54-5; City West Water, Annual Report 2018-19, pp. 48-9.

South East Water

In 2017-18 and 2018-19 South East Water reported a positive net result where income
exceeded expenses.

In 2018-19 South East Water’s net result was lower compared to 2018-19 as a result
of lower revenue driven by lower prices charged for water and sewerage disposals

531 City West Water approximately supplies 2,600 megalitres of water as 1 gigalitre of water equals 1billion litres of water and
1 megalitre of water equals 1 million litres of water (Committee calculation).

532 City West Water, Annual Report 2018-19, Footscray, 2019, p. 20.
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while expenses relating to bulk water and sewage charges and the environmental
contribution levy increased by 3% and 46% respectively compared to previous year.>33
Lower service and usage prices were due to South East Water’s 2018 Price Submission
being approved by the Essential Services Commission. 534

South East Water delivered a total of 6 billion>3* litres (6,000 megalitres)>3® of recycled
water in 2017-18 and 6.9 billion (6,900 megalitres)>¥ litres of recycled water in
2018-19.538 The Committee noted the following key performance indicators for South
East Water.

South East Water—selected key performance indicators, 2017-18 and 2018-19

2017-18 2018-19

Key performance indicator Target Result Target Result

(%) (%) (%) (%)
Unplanned water supply interruptions—no. of customers 0.065 0.125 0.065 0.120
receiving five unplanned interruptions in the year / total
number of water (domestic and non-domestic * 100)
Interruption time—average duration of unplanned water 87.7 87.4 88.0 82.2
supply interruptions
Water quality complaints—no. of complaints 1.80 1.03 1.80 1.06

per 1,000 customers

Source: South East Water, Annual Report 2017-18, pp. 121-2; South East Water, Annual Report 2018-19, pp. 143-4.

According to the South East Water’s 2018-19 annual report, the unfavourable
performance against unplanned water supply interruptions was due to a misalignment
in target setting.53°

Yarra Valley Water

In 2017-18 and 2018-19 Yarra Valley reported a positive net result where income
exceeded the expenses.

In 2017-18 Yarra Valley produced 12,088 megalitres of recycled water at sewage
treatment plants of which 4,018 megalitres or 33.2% was reused.54° In 2018-19 Yarra
Valley produced 11,071 megalitres of recycled water at sewage treatment plants of which
3,721 megalitres or 33.6% was reused.>#

533 South East Water, Annual Report 2018-19, Frankston, 2019, p. 142.
534 Ibid., p.17.
535 South East Water, Annual Report 2017-18, Frankston, 2018, p. 13.

536 South East water delivered 6,000 megalitres of water as 1 gigalitre of water equals 1 billion litres of water and 1 megalitre of
water equals T million litres of water in 2017-18 (Committee calculation).

537 South East water delivered 6,900 megalitres of water as 1 gigalitre of water equals 1 billion litres of water and 1 megalitre of
water equals T million litres of water in 2018-19 (Committee calculation).

538 South East Water, Annual Report 2018-19, p. 34.

539 lbid., pp.143-4.

540 VYarra Valley Water, Annual Report 2017-18, Mitcham, 2018, p. 101.
541 Yarra Valley Water, Annual Report 2018-19, Mitcham 2019, p. 62.
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The Committee noted the following key performance indicators for Yarra Valley Water.

Table 7.9  Yarra Valley Water—selected key performance indicators, 2017-18 and 2018-19

2017-18 2018-19

Key performance indicator Target Result Target Result

(%) (%) (%) (%)
Unplanned water supply interruptions—no. of customers 0.042 0.021 0.015 0.036
receiving five unplanned interruptions in the year / total
number of water (domestic and non-domestic * 100)
Interruption time—average duration of unplanned water 104.4 102.9 104.4 95.0
supply interruptions (minutes)
Water quality complaints—no. of complaints 4.30 3.23 3.20 4.95

per 1,000 customers

Source: Yarra Valley Water, Annual Report 2017-18, pp. 39-40; Yarra Valley Water, Annual Report 2018-19, pp. 77-8.

According to the Yarra Valley Water’s 2018-19 annual report, the unfavourable
performance against unplanned water supply interruptions was due to an increase in
the number of customers experiencing more than five water supply interruptions. The
customers affected were within five separate, large water supply isolation areas.>42

FINDING 70: Water corporations in the metropolitan cohort reported positive net results,
where revenue exceeds expenses, in both 2017-18 and 2018-19.

7.7.2 Regional water corporations

Barwon Region Water

Barwon Regional Water Corporation is the largest water corporation in the regional
cohort measured by the net assets reported as at 30 June 2019 and the capital
programs announced in the Budget 2018-19.543

In both 2017-18 and 2018-19 Barwon Region water corporation reported income in
excess of expenses, resulting in a positive net result.

Barwon Water has 11 water reclamation plants, 10 of which are governed by
Environmental Protection Authority (EPA) Victoria licensing requirements. All water
reclamation plants produce water suitable for recycling. According to the Barwon
Water, maximising the use of the main waste stream, recycled water, from its water

542 Ibid., p.77.

543 Barwon Water, Annual Report 2018-19, Geelong, 2019, p. 81.; Department of Treasury and Finance, Budget Paper No. 4 2018-19
State Capital Program, Melbourne, 2018, p. 23.
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reclamation plants is a key priority.>#* Barwon Water achieved 21.0% in water recycling
in 2017-18%4> and 21.1% in 2018-19.546

In addition, the Committee noted the following key performance indicators for
Barwon Water.

Barwon Water—selected key performance indicators, 2017-18 and 2018-19

2017-18 2018-19

Key performance indicator Target Result Target Result

(%) (%) (%) (%)
Unplanned water supply interruptions—no. of customers 0.20 0.07 0.20 0.00
receiving five unplanned interruptions in the year / total
number of water (domestic and non-domestic * 100)
Interruption time—average duration of unplanned water 125 89.4 125 94.4
supply interruptions (minutes)
Water quality complaints—no. of complaints 3.00 0.83 3.00 1.08

per 1,000 customers

Source: Barwon Water, Annual Report 2017-18, p. 58; Barwon Water, Annual Report 2018-19, pp. 72-3.

Lower Murray Urban and Rural Water Corporation

In 2017-18 and 2018-19 Lower Murray Urban and Rural Water reported a negative net
result where expenses were greater than revenue.

Lower Murray Urban and Rural has a recycling target based on total water of 60%.547
The actuals of recycling water and other key performance indicators for the entity are
set out in Table 7.11.

Lower Murray Urban and Rural Water—selected key performance indicators,
2017-18 and 2018-19

2017-18 2018-19

Key performance indicator Target Result Target Result

(%) (%) (%) (%)
Unplanned water supply interruptions—no. of customers 0.05 0.00 0 22
receiving five unplanned interruptions in the year / total
number of water (domestic and non-domestic * 100)
Interruption time—average duration of unplanned water 63.73 59.33 60.00 62.04
supply interruptions
Water quality complaints—no. of complaints 0.424 1.000 1.060 1.674
per 1,000 customers
Effluent Re-Use Volume (End Use) 60.0 63.38 60.0 67.93

Per cent recycled

Source: Lower Murray Water, Annual Report 2017-18, p. 40-2; Lower Murray Water, Annual Report 2018-19, p. 27-31.
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According to the Lower Murray Water’s 2018-19 annual report, the unfavourable
performance against unplanned water supply interruptions was due to an asbestos
cement water main identified for replacement in December 2018, suffering further
deterioration and subsequent failures resulting in unplanned interruptions to
customers.548

FINDING 71: Of the water corporations the Committee examined, Melbourne Water
recycled the most water by volume (47-48 billion litres per annum) and Lower Murray Urban
and Rural Water Corporation recycled the most by percentage (63-68%).

7.7.3 Rural water corporations

The Committee found that rural water corporations reported negative net results
indicating a weaker financial performance compared to their metropolitan and some
regional counterparts.

FINDING 72: Water corporations in the rural cohort reported negative net results, where
expenses were greater than the revenue, in both 2017-18 and 2018-19.

Gippsland and Southern Rural Water

In both 2017-18 and 2018-19 Southern Rural Water reported a negative net result where
expenses were greater than the revenue.

While Southern Rural Water reports performance indicators on rural water supply
deliveries, applications completed within agreed timeframes, unavailability of domestic
and stock supply, groundwater supply, and billing complaints,>#? it does not report its
performance against unplanned water supply interruptions, interruption time and water
quality complaints.

Goulburn Murray Rural Water Corporation

In both years, Goulburn Water reported a negative net result where expenses were
greater than the revenue.

548 Lower Murray Water, Annual Report 2018-19, Mildura, 2019, p. 27.
549 Southern Rural Water, Annual Report 2018-19, Maffra, 2019, p. 103.
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Table 712  Goulburn Murray Rural Water Corporation—Summary of Comprehensive
Operating Statement in 2017-18 and 2018-19

2017-18 2018-19

Summary of the operating statement o .
($ million) ($ million)
Total revenue 211 242
Total expenses 330 339
Net result before tax (119) (96)
Income tax expense 35 29
Net result for the period (83) (67)

Source: Goulburn Murray Rural Water, Annual Report 2018-19, p. 65.

While Goulburn Murray Rural Water reports performance indicators on rural water
supply deliveries, unavailability of domestic and stock supply, groundwater supply, and
billing complaints, it does not report its performance against unplanned water supply
interruptions, interruption time and water quality complaints.>5°

550 Goulburn Murray Water, Annual Report 2018-19, Tatura, 2019, p. 31.
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Regions

Findings

73. The Department of Jobs, Precincts, and Regions identified the following program
highlights—implementing Australia’s first electronic traceability system for
sheep and goats, export sales well surpassing the target set and placement of
disadvantaged job seekers in employment exceeding the expected number.

74. Victoria remained Australia’s largest state exporter of food and fibre products
in both 2017-18 and 2018-19, achieving strong growth in the value of agriculture
production including food and fibre exports between 2015-16 and 2017-18. The
upward trend continued in 2018-19 but at a slower rate for food and fibre exports
mostly due to lower grain production.

75. The Government has made a substantial investment in a diverse program of
initiatives focused on achieving the long-term goal of increasing food and fibre
exports to $20 billion by 2030. However the absence of performance indicators
means the Committee cannot assess their effectiveness to date.

76. Targets for the delivery of key milestones for the Victorian Gas Program were not
achieved in both 2017-18 and 2018-19. However responses to the Committee’s
questionnaire and published performance reports for the program indicate delays
experienced to date do not pose a significant risk to the achievement of intended
outcomes.

77. Scientific findings from the latest peer reviewed progress report for the Victorian
Gas Program indicate potential for onshore conventional gas to supplement and
strengthen the security of Victoria’s gas supply particularly in regional areas.

78. Targets for the delivery of resources projects were not achieved in 2017-18 and
2018-19.

79. The Government’s new five-year Minerals Resources Strategy sets out targets for
growing exploration and investment within the sector.

80. Performance results in 2017-18 and 2018-19 indicate key aspects of the
Government’s high-level objective to grow Victoria’s creative industries and
associated economic impacts were being achieved.
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Overview

The Department of Jobs, Precincts and Regions (DJPR) is focused on growing the
State’s economy and ensuring it benefits all Victorians by creating more jobs for more
people, building thriving places and regions, and supporting inclusive communities.5%!
It was created on 1 January 2019 following Machinery of Government changes resulting
in it being responsible for the non-transport portfolios formerly within the Department
of Economic Development, Jobs, Transport and Resources (DEDJTR). It also assumed
responsibility for:

* The Office for Suburban Development transferred from the Department of
Environment, Land, Water and Planning

* The Office of Racing and the Office of the Racing Integrity Commissioner
transferred from the former Department of Justice and Regulation

* Sport and Recreation Victoria transferred from the Department of Health and
Human Services

* Latrobe Valley Authority, Biomedical Precincts and Cities, Precincts and GovHubs
transferred from the Department of Premier and Cabinet. >%2

DJPR supports the 10 ministerial portfolios: Agriculture; Creative Industries; Jobs,
Innovation and Trade; Priority Precincts; Racing; Regional Development; Resources;
Small Business; Suburban Development; and Tourism, Sport and Major Events.>>3

DJPR’s objectives are to:

e Create and maintain jobs

* Foster a competitive business environment

* Beaglobally connected economy

* Build prosperous and liveable regions and precincts
* Grow vibrant, active and creative communities

* Promote productive and sustainably used resources.>>*

Outcomes in the community across 2017-18
and 2018-19

In the interests of encouraging the effective and efficient delivery of public services

to deliver positive outcomes for Victorians, the Committee’s questionnaire asked
departments to outline the five programs that delivered the most important outcomes
in the community.

551 Department of Jobs, Precincts and Regions, Annual Report 2018-19, Melbourne, 2019, p. 4.
552 Ibid., p. 5.

553 Ibid., p. 35.

554 |bid., p.158.
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DJPR’s response to the Committee’s questionnaire covered outcomes achieved during
2018-19. The Department of Transport (DoT), being the successor agency to the former
DEDJTR, reported on 2017-18 outcomes. The key achievements identified by the
departments included:

* Implementing Australia’s first electronic traceability system for sheep and goats
during 2017-18 to meet National Traceability Performance Standards. DoT reported
all Victorian sheep and goats born after 1 January 2017 are now capable of having
full-life traceability using electronic tags increasing confidence in the safety and
origin of Victorian products, and access to local and international markets>>®

«  $807 million in export sales generated in 2017-18 against a target of $450 million
from participation in government programs supporting trade missions and
investment facilitation. DoT stated Victoria’s network of 22 Trade and Investment
Offices were vital to achieving this outcome>%6

* More than $2.4 billion in new capital investment was generated and 6,510 full-time
equivalent jobs (1,779 in regional Victoria) were created in 2017-18 exceeding the
target for both measures. DJPR reported the increased focus on headquarters
attraction activity resulted in 18 businesses establishing their Australian/
International headquarters or research development centres in Victoria®¥’

« 2159 disadvantaged job seekers, many of whom faced significant barriers returning
to work, were placed into employment during 2018-19 for a minimum of 26 weeks
exceeding the target by 109 jobseekers. DJPR stated it facilitated this outcome by
contracting approximately 50 organisations to deliver tailored employment support
to long term job seekers538

* Five-year Plans for Jobs, Services and Infrastructure 2018-2022 were developed
for each of Melbourne’s six metropolitan regions to reflect the Government's
commitments to addressing their specific needs for infrastructure and services and
to drive new investment and jobs growth.>%°

FINDING 73: The Department of Jobs, Precincts, and Regions identified the following
program highlights—implementing Australia’s first electronic traceability system for sheep
and goats, export sales well surpassing the target set and placement of disadvantaged job
seekers in employment exceeding the expected number.

The Committee’s questionnaire also asked departments to identify programs that did
not deliver their planned outcomes.

555 Department of Transport, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire,
received 20 January 2020, pp. 18-21.

556 Ibid.
557 Ibid.

558 Department of Jobs, Precincts and Regions, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, received 10 January 2020, pp. 18-22.

559 |Ibid.
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Key affected initiatives included lower than targeted delivery of milestones for the
Victorian Gas Program, resources projects, and the $150 million CarbonNet Project
investigating commercialisation options for carbon capture and storage in Victoria’s
Latrobe Valley due to delays and need for further work.569 These issues are examined
further below.

Challenges

The challenges identified by DJPR were consistent across 2017-18 and 2018-19 and
related to:

e Structural change in the economy—the department noted emerging changes create
significant opportunities but are also a challenge due to the transitional impacts
they can have on jobs

* Globalisation—Victoria is increasingly becoming globally connected meaning its
exposure to changes in global economic conditions and their potential impact on
the Victorian economy is growing

* Climate change—the need to adapt to a carbon-constrained future requires
transforming Victoria’s energy and farming systems

* Increasing risk of droughts and fires from prolonged dry seasonal conditions and
environmental change.>®

DJPR noted it has a critical role in partnership with the community to foster investment,
economic growth, employment opportunities, and to support workers, industries and
regions that are adversely impacted by these challenges.>62

Financial Analysis

Expenditure

The 2017-18 budget for outputs transferred to DJPR following Machinery of Government
changes was $2.125 billion. Actual expenditure for the 2017-18 financial year was
$2.13 billion, representing a variance of 0.2%.5%3

560 Ibid., pp. 22-5.
561 Ibid., p. 79.
562 Ibid.

563 Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, Melbourne, 2018, pp. 195-217
(Committee calculation). These figures include the budget and expenditure amounts relating to the ‘Fish’ component of the
2017-18 output ‘Sustainably Manage Fish, Game and Forest Resources’ retained by DoT in 2018-19, which was not reported
separately in 2017-18. They exclude funding amounts for components of outputs transferred to DJPR in 2018-19 from other
departments.

Public Accounts and Estimates Committee



Chapter 8 Department of Jobs, Precincts and Regions

The 2018-19 budget for DJPR was $2.55 billion.3%4 Actual expenditure for the year was
$2.45 billion, representing a 3.7% variance.>¢>

Figure 8.1 Department of Economic Development, Jobs, Transport and Resources and
Department of Jobs, Precincts and Regions variances in output expenditure,
2017-18 and 2018-19

2017-18

A $5 million

2018-19 B Budget

W $95 million B Actual

2.45 )
B Variance

$billion 0 04 08 12 16 20 22 24 28 32

Source: Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, Melbourne, 2018,
pp. 195-227; Department of Jobs, Precincts and Regions, Annual Report 2018-19, Melbourne, 2019, 163-209.

Table 8.1 shows output expenditure was lower than budget in both 2017-18 and 2018-
19. Underspends were evident in both years across several outputs with the largest
variations relating to the Resources, Regional Development, Industry and Enterprise
Innovation, and Sport, Recreation and Racing outputs.

564 Department of Jobs, Precincts and Regions, Annual Report 2018-19, pp. 163-209.
565 Ibid.
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Table 8.1 Department of Economic Development, Jobs, Transport and Resources and Department
of Jobs, Precincts and Regions expenditure by output in 2017-18 and 2018-19
2017-18 2018-19
Budget Actual Variance Budget Actual Variance
($million)>  ($million) %) | ($million)  ($million) %)
Trade® 26.6 214 -19.5 NA NA NA
Tourism, Major Events and International 142.9 252.9 77.0 NA NA NA
Education®
Jobs and Investment¢ 222.7 200.1 -10.1 NA NA NA
Major Projects® 8.6 7.8 -9.3 NA NA NA
Sustainably Manage Fish, Game and 89.9 93.0 3.4 NA NA NA
Forest Resourcesf
Industry and Enterprise Innovation? 217 144.3 -33.5 NA NA NA
Sport and Recreation” 112.5 125.6 11.6 NA NA NA
Suburban Development 2.5 8.2 222.3 NA NA NA
Jobs NA NA NA 162.6 157.7 -3.0
Industry, Innovation and Small Business NA NA NA 194.3 163.9 -15.6
Trade and Global Engagement NA NA NA 40.3 38.6 -4.2
Priority Precincts and Suburban NA NA NA 35.9 449 25.1
Development!
Regional Developmentk 230.7 201.6 -12.6 394.8 348.8 -11.7
Creative Industries Access, Development 75.1 77.4 3.1 80.6 81.8 1.5
and Innovation
Creative Industries Portfolio Agencies 365.8 428.7 17.2 378.8 432.0 14.0
Cultural Infrastructure and Facilities 102.5 118.5 15.6 105.6 138.5 31.2
Sport, Recreation and Racing' NA NA NA 341.8 247.4 -27.6
Tourism and Major Events NA NA NA 153.6 228.8 49.0
Agriculture 401.3 374.9 -6.6 490.8 485.8 -1.0
Resources 126.5 75.1 -40.6 169.4 85.8 -49.4
Total 2,124.6 2,129.5 0.2 2,548.5 2,454.0 -3.7
a. Committee calculation based on 2017-18 DEDJTR outputs f. Transferred from DEDJTR. The Forest and Game Management
transferred to DJPR in 2018-19. It excludes funding amounts for components were absorbed into the 2018-19 Agriculture output.
components of outputs transferred to DJPR in 2018-19 from . Transferred from DEDJTR and renamed Industry, Innovation and
other departments. The total figures also include the budget Small Business in 2018-19 to clarify it includes the Small Business
and expenditure amounts relating to the ‘Fish’ component of portfolio.
the 2017-18 output ‘Sustainably Manage Fish, Game and Forest .
Resources' retained by DoT in 201819 as it was not reported h. Transferred from DHHS and absorbed into the 2018-19 Sport,
separately in 2017-18. Recreation and Racing output.
b. This output was expanded and renamed Trade and Global i. Transferred from DEWLP and absorbed into the 2018-19 Priority
Engagement in 2018-19 to reflect the department’s broader Precincts and Suburban Development output.
international engagement objectives. j.  See note (d). Also includes the Suburban Development output
¢. Transferred from DEDJTR and renamed Tourism and Major transferred from DEWLP.
Events in 2018-19. The International Education component was k. The 2018-19 Regional Development output includes the Latrobe
transferred to the Trade and Global Engagement output. Valley Authority component of the Government-wide leadership,
d. Transferred from DEDJTR and renamed Jobs in 2018-19 to reflect reform and implementation output transferred from DPC.
the transfer of Invest Victoria to DTF. |. - The new 2018-19 output Sport, Recreation and Racing includes
e. Transferred from DEDJTR and absorbed into the new 2018-19 the Sport and Recreation output transferred from DHHS and the
output Priority Precincts and Suburban Development. Racing component of the Gambling, Liquor and Racing output
transferred from the former DJR.
Source: Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, pp. 195-217; Department
of Jobs, Precincts and Regions, Annual Report 2018-19, pp. 158-209; Department of Treasury and Finance, Budget Paper No. 3:
Service Delivery 2019-20, Melbourne, 2019, p. 233; Department of Environment, Land, Water and Planning, Annual Report 2017-18,
Melbourne, 2018, p.61; Department of Health and Human Services, Annual Report 2017-18, Melbourne, 2018, p. 100
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DJPR and DEDJTR reported the following reasons for lower than targeted expenditure
shown in Table 8.1

*  The combined $135 million underspend in the Resources output across 2017-18 and
2018-19 was due to scheduling changes for key work programs including CarbonNet
and the Victorian Gas Program

*  The combined $103.1 million underspend for activities in the Industry, Innovation and
Small Business output and $75.1 million underspend in the Regional Development
output across 2017-18 and 2018-19 was primarily due to the rephasing of various
programs into future years including the Regional Jobs and Infrastructure Fund and
the Future Industries Fund

* The $94.1 million underspend in the Sport, Recreation and Racing output for 2018-19
was due to the timing of payments related to Sport and Recreation grant programs.

Table 8.1 shows expenditure exceeded budget by more than 5% for the following
outputs:

» Tourism and Major Events—the $75.2 million overspend in the output 2018-19 was
due to major events funding that was held centrally until contractual arrangements
were finalised

» Creative Industries Portfolio Agencies—the combined $116.1 million overspend
across 2017-18 and 2018-19 was due to increased exhibition costs and revised
expenditure profiles in 2017-18 due to the revaluation of departmental cultural
facilities, and additional agency expenditure in 2018-19 funded by third party
revenue

* Cultural Infrastructure and facilities—the combined $48.9 million overspend across
2017-18 and 2018-19 was mainly due to increased funding for facilities maintenance
and procurement in 2017-18 and the transfer of land as part of the Collingwood Arts
Precinct project in 2018-19

* Priority Precincts and Suburban Development—the $9 million overspend was due to
additional funding for the Fitzroy Gasworks program.

8.4.2 Revenue and expenses

In 2018-19 DJPR reported a 20% decline in actual output appropriation equivalent to a
$281 million decrease against its revised budget. It noted this was mainly due to agreed
changes to project milestones now being delivered in 2019-20. Revenue from other
income was $29 million higher than the 2018-19 revised budget mainly due to increased
receipts for Arts agencies.>66
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Employee benefits in 2018-19 exceeded the revised budget by $41 million. DJPR
reported this was due to higher than anticipated employee expenses in Arts agencies.
Expenditure from grants and other transfers was $288 million lower than the 2018-19
revised budget because of changes to project milestones and the decision to deliver
them in the next financial year. 567

Overall financial performance

Table 8.2 below summarises DJPR’s financial performance in 2018-19 respectively.

Department of Jobs, Precincts and Regions—Summary of Comprehensive
Operating Statement in 2017-18 and 2018-19

2017-18 2018-19
Controlled items Budget Actual Variance ';euv;;(: Actual Variance
($ million)® ($ million)? (%) |($ million)® ($ million) (%)
Income from transactions NA NA NA 1,493 1,257 -16
Expenses from transactions NA NA NA 1,584 1,277 -19
Net result NA NA NA (92) (20) 78

a. 2017-18 figures are not available as the Department of Jobs, Precincts and Regions began operations from 1 January 2019.

b. The 2018-19 Revised Budget and actual figures reflect the impact of Machinery of Government changes effective on
1January 2019.

Source: Department of Jobs, Precincts and Regions, Annual Report 2018-19, p.213; Department of Treasury and Finance, Budget
Paper No. 5: Statement of Finances 2019-20, Melbourne, 2019, p. 110.

Newly created bodies
DoT’s response to the Committee’s questionnaire identified the following new bodies
created in 2017-18 now relevant to DJPR resulting in expenditure of around $0.8 million:

*  Wild Dog Management Advisory Committee—a non-statutory committee
established to advise on the management of wild dogs in Victoria

* Latrobe Valley Mine Rehabilitation Commissioner—to monitor, investigate and audit
matters relating to the Latrobe Valley Rehabilitation

» Stakeholder Advisory Panel for Onshore Conventional Gas—to advise on risks,
benefits and impacts relating to exploration and production of onshore convention
985568

* Heyfield ASH Holding Pty Ltd Board of Management.

567 Ibid.

568 Department of Transport, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire,
pp. 147-8.
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In 2018-19 the Local Jobs First Commissioner was established at a cost of $708,750
to develop, implement, and report to Parliament on compliance with the Local Jobs
First Policy.>%9

Performance information

In 2017-18 agencies achieved or exceeded 86% of the performance measures transferred
to DJPR in 2018-19.57° DJPR achieved 82% of the performance measures published in its
Annual Report 2018-19.571

Department of Economic Development, Jobs, Transport and Resources®and
Department of Jobs, Precincts and Regions results in 2017-18 and 2018-19

2017-18

2018-19

M Performance measures met

B Performance measures not met

percent 0 10 20 30 40 50 60 70 80 90 100

a. DEDJTR reported on most 2017-18 performance measures transferred to DJPR in 2018-19. The 2017-18 results also reflect results
for measures transferred to DJPR from other department as detailed in the notes to Table 8.1.

Source: Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, pp. 195-247; Department of
Jobs, Precincts and Regions, Annual Report 2018-19, pp. 157-209.

Performance measures not met in both 2017-18 and 2018-19 include:

* Victorian Gas Program—delivery of key milestones consistent with agreed
timeframes

* Resources projects—delivery of projects in line with grant agreements and project
milestones

* Cultural Facilities Maintenance Fund—projects delivered within agreed timeframes

» Students participating in agency education programs.

Issues relevant to some of these performance measures are discussed further in the
next section.

569 Department of Jobs, Precincts and Regions, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, p. 80.

570 Committee calculation based on results for the outputs transferred to DJPR reported in Department of Economic
Development, Jobs, Transport and Resources, Annual Report 2017-18, pp. 195-247.; Department of Environment, Land, Water
and Planning, Annual Report 2017-18 Melbourne, 2018, p. 61.; Department of Justice and Regulation, Annual Report 2017-18,
Melbourne, 2018, p. 84.; Department of Health and Human Services, Annual Report 2017-18, Melbourne, 2018, p. 100.

571 Department of Jobs, Precincts and Regions, Annual Report 2018-19, pp. 157-209 (Committee calculation).
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Key issues

The Committee identified the following key issues from its review of DEDJTR’s Annual
Report 2017-18, DJPR’s Annual Report 2018-19 and DJPR’s responses to the Committee’s
2017-18 and 2018-19 financial and performance outcomes questionnaire.

Agriculture

Agriculture exports continued to grow but a slower rate in 2018-19

The Government has a target to grow Victoria’s food and fibre exports to $20 billion by
2030.572 Victoria remained Australia’s largest state exporter of food and fibre products
in both 2017-18 and 2018-19, accounting for around 27% of Australia’s total food and
fibre exports during this period.>”3

DPJR’s and Agriculture Victoria’s performance reports show strong growth in the value
of agriculture production including food and fibre exports between 2015-16 and 2017-18.
The upward trend continued in 2018-19 but at a slower rate for food and fibre exports.

Gross value of Victorian agriculture production and value of Victorian food and
fibre exports in 2017-18 and 2018-19

$ billion

tonnes (millions)

B Gross value of Victorian agriculture
production (left axis)

B Food and fibre exports from Victoria
(left axis)

= Export volume (right axis)

2015-16 2016-17 2017-18 2018-19

Source: DJPR Annual Report 2018-19, p. 199-200; Australian Bureau of Statistics, Value of Agricultural Commodities Produced,
Australia, 2017-18, Australian Bureau of Statistics, and Australian Bureau of Statistics, Value of Agricultural Commodities Produced,
Australia, 2018-19.

The value of Victoria’s food and fibre exports reached $14.1 billion in 2017-18
representing an increase of almost $1.4 billion on the previous year. Food exports were
worth $10.2 billion in 2017-18 accounting for 72% of total exports by value, with fibre
generating around $3.9 billion or 28%.

In 2018-19 the total value of exports grew by a further $98 million representing a
marginal increase of 0.7% since 2017-18. The lower growth reflected a 31% loss in total
export volume, mostly due to lower grain production caused by seasonal conditions and

572 Department of Jobs, Precincts and Regions, Victorian Food and Fibre Export Performance Report 2018-19, Melbourne, 2019,
p. 3.

573 lbid., p.7.
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Victorian grain being sold domestically to support a national shortfall.57# Although total
food exports grew by $175 million during 2018-19, the increase was partially offset by a
$77 million decrease in the value of fibre exports mainly due to a decline in wool exports
and production.”®

The most valuable food and fibre exports from Victoria across 2017-18 and 2018-19 were
meat ($7.5 billion), animal fibre ($4.2 billion) and dairy ($3.9 billion).>7¢

Similarly, the five most valuable markets over 2017-18 and 2018-19 were China

($9.3 billion), Japan ($2.4 billion), United States ($2.2 billion), New Zealand ($1.5 billion)
and Indonesia ($1.1 billion), accounting for approximately 58% of Victoria’s total food
and fibre exports during the two-year period. China is Victoria’s largest market for food
and fibre exports increasing in value to the State by almost 60% since 2014-15 to around
$4.7 billion in 2018-19.577

Victoria’s future export performance and achievement of the Government’s 2030
target is dependent on continued access to the Chinese market. In 2019 DJPR identified
China as Victoria’s strongest growth market for exports being home to the world’s
largest population and booming middle-class fuelling increasing demand.578 |t also
indicated improvements to access conditions in the Chinese market during 2017-18

and lower tariffs under the China-Australia Free Trade Agreement underpinned DJPR’s
expectations for significant future increases in the value of food and fibre exports to
China.>”®

FINDING 74: Victoria remained Australia’s largest state exporter of food and fibre
products in both 2017-18 and 2018-19, achieving strong growth in the value of agriculture
production including food and fibre exports between 2015-16 and 2017-18. The upward trend
continued in 2018-19 but at a slower rate for food and fibre exports mostly due to lower
grain production.

Performance information for export growth initiatives

The Government’s 2016 Food and Fibre Sector Strategy®8° and 2017 Agriculture Victoria
Strategy®® identify a range of complementary actions focused on growing exports and
supporting the sector to become more globally competitive, innovative, and resilient.

574 Ibid., p.3.

575 lbid., pp.5,7,15.

576 Ibid., p. 9 (Committee calculation).

577 Ibid., pp. 10, 28 (Committee calculation).

578 Ibid., p. 28.

579 Ibid.

580 Department of Economic Development, Jobs, Transport and Resources, Food and Fibre Sector Strategy, Melbourne, 2016, p. 7.

581 Department of Economic Development, Jobs, Transport and Resources, Agriculture Victoria Strategy: Supporting Victoria's
Agriculture, Melbourne, 2017, p. 7.
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In 2018 the Government announced its $15 million Taste Victoria initiative setting out its
roadmap for growing and investing in Victoria’s food and fibre exports.>®2 The initiative
aims to grow Victoria’s international profile and export opportunities through two key
programs:

* Global Table—a series of internationally focused agriculture, food and beverage
industry events to attract investors and promote Victorian businesses. The first
major event was held in 2019

*  Growing Food and Fibre Markets program—to deliver targeted market access
activities, strengthen the sector’s biosecurity capability, and increase Victoria’s
share of the global agri-food trade.>83

The Growing Food and Fibre Markets program is at the centre of the Government’s
target to grow Victoria’s food and fibre exports to $20 billion by 2030.784 It includes
actions to improve understanding of consumer preferences and market expectations of
assurance systems, and to develop new approaches for maximising product quality and
efficient access to export pathways.

These initiatives build on other longstanding activities and some recent investments
including:

*  $200 million Agricultural Infrastructure and Jobs Fund (AlJF)—providing
$175 million for capital works grants to improve connectivity to markets, and
$25 million for initiatives to help farmers and communities capture market
opportunities and better manage business risk. DJPR reported the fund was fully
committed as at 30 June 2019385

*  $20 million Food Source Victoria program for grants to support businesses across
the supply chain to increase exports, jobs and skills>86

* In-bound and out-bound trade missions including development of strategies to
overcome trade barriers over several years, and support to Victorian businesses
through Global Victoria wishing to expand into export markets. In 2018-19 DJPR
reported these initiatives supported Victorian business to achieve $688 million in
export sales387

*  $440 million Murray Basin Rail Project to improve freight efficiency in the Murray
Basin region and access to export ports. This project has experienced significant
challenges to date and was on-hold as at March 2020.

582 Minister for Agriculture, Victoria, The Home Of Food And Fibre In Australia, media release, Department of Premier and Cabinet,
Melbourne, 14 September 2018.

583 Department of Economic Development, Jobs, Transport and Resources, Taste Victoria, Melbourne, 2018, pp. 6-13.
584 Ibid., p. 4.

585 Department of Jobs, Precincts and Regions, Annual Report 2018-19, p. 29.

586 Ibid., p. 26.

587 lbid., p.18.

Public Accounts and Estimates Committee



Chapter 8 Department of Jobs, Precincts and Regions

The Committee observed the above initiatives amount to a substantial investment
by the State in a diverse program of related initiatives focused on achieving the
Government’s long-term goal of increasing food and fibre exports to $20 billion
by 2030.

However it also noted there is currently little public information available on the impact
and effectiveness of these initiatives to enable transparent assessment of progress
towards the Government’s 2030 export objectives.

Specifically neither the above-noted strategies, the Budget papers, nor DJPR’s annual
report identify interim targets for the State’s 2030 food and fibre export objectives

or associated performance indicators for key related programs. Consequently the
Committee was not able to assess their effectiveness to date in supporting achievement
of the Government’s long-term export goal for the food and fibre sector.

The Auditor-General’s 2016 report Enhancing Food and Fibre Productivity recognised
the importance of state-funded initiatives to support the take-up of better technologies,
systems and practices throughout the sector to increase the value and volume of
Victoria’s agricultural production. It also highlighted the need for effective monitoring,
evaluation, and reporting frameworks for demonstrating the impact of these initiatives
and for supporting related investment decisions.588

The Auditor-General concluded the former DEDJTR had a robust investment framework
however gaps in its application limited its ability to show the basis for its investment
decisions, to demonstrate their impact, and to show how it has acted on the results of
past programs.>8°

FINDING 75: The Government has made a substantial investment in a diverse program of
initiatives focused on achieving the long-term goal of increasing food and fibre exports to
$20 billion by 2030. However the absence of performance indicators means the Committee
cannot assess their effectiveness to date.

RECOMMENDATION 34: The Department of Jobs, Precincts and Regions consider
developing comprehensive performance indicators covering all major funded initiatives
contributing to the Government’s Food and Fibre Sector Strategy and related objective to
increasing exports to $20 billion by 2030.

588 Victorian Auditor-General’s Office, Enhancing Food and Fibre Productivity, Melbourne, 2016, pp. ix-xv.
589 Ibid.
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Resources

The Victorian Gas Program

The Victorian Gas Program comprises scientific research and related activities that
assesses the potential for further discoveries of onshore conventional gas and offshore
gas in Victoria.

The program is scheduled to run until the end of June 2020. It aims to inform
future government decision-making by estimating prospective resource volumes of
undiscovered onshore conventional and offshore gas and determine if the State’s
current underground gas storage capacity can be expanded.59°

The Committee noted DJPR’s and the former DEDJTR’s annual reports show targets
for the delivery of key milestones for the Victorian Gas Program were not achieved in
both 2017-18 and 2018-19.59 However responses to the Committee’s questionnaire and
published performance reports for the program indicate these delays do not pose a
significant risk to achievement of intended outcomes.

DoT’s response to the Committee’s questionnaire outlined reasons for
underperformance by the former DEDJTR against the 2017-18 timeliness target.
Specifically DoT advised of delays in finalising collaborative agreements with industry
and the CSIRO moving completion of the technical review of depleted conventional
reservoirs for underground gas storage into 2018-19. It also advised of a variance
against the Budget Paper 3 timeliness measure reflected the impact of an external
supplier going into administration resulting in a rescheduling of work affecting only one
geological report in the program.>9?

DoT advised the program’s achievements during 2017-18 included:

* Delivery of the first Victorian Gas Program Progress Report on 12 January 2018
highlighting an initial analysis of Victoria’s onshore conventional gas resources

* The release of five new oil and gas exploration blocks located in the offshore Otway
Basin to encourage new gas exploration

* Finalisation of seven collaborative research agreements with the CSIRO as part of
the underground gas storage work component

«  Commencement of work to build a 3D geological model of the Gippsland Basin.5%3

590 Department of Economic Development, Jobs, Transport and Resources, Victorian Gas Program: Program Overview, Melbourne.

591 Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, p. 205.; Department of Jobs,
Precincts and Regions, Annual Report 2018-19, p. 208.

592 Department of Transport, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire,
pp. 23-4.

593 |Ibid.
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DJPR’s reasons for underperformance against the 2018-19 timeliness target similarly
cited issues with external suppliers resulting in the need to defer geological modelling
of the Otway Basin as it could not be competed in 2018-19. DJPR advised this did

not significantly impact the program. The geological survey of the Otway Basin was
completed in January 2019, and the second progress report for the Victorian Gas
Program in February 2019.

Work on the Victorian Gas Program has since continued to progress and is now at

an advanced stage with the third and fourth progress reports delivered in October
2019 and March 2020 respectively. The Committee noted these reports indicate the
program is achieving its objective to provide government with a reliable estimate of the
prospective resource volume of undiscovered onshore and offshore gas.

Specifically the Committee noted the findings from the latest peer reviewed progress
report show:

* Victoria is prospective for onshore conventional gas, with the range estimated to be
128-830 petajoules of potentially discoverable and extractable gas

+ Development of onshore conventional gas could create up to 242 jobs, $312 million
in gross regional product and generate $43 million in royalties (at the high scenario)
each year across Victoria during production

* No material impact on ground and surface water quality and quantity were
identified, as scientific studies show a large geological separation between
reservoirs and aquifers in most cases

* About 80% of the South-West and Gippsland communities would embrace, support
or tolerate onshore conventional gas development

* Victoria’s onshore Petroleum Regulatory Framework is considered robust for
managing environmental and safety risks which are considered low to moderate in
most cases

* Greenhouse gas emissions from examined scenarios represents 0.1 to 0.3% of
Victoria’s net 2017 greenhouse gas emissions.>?4

DJPR stated it will provide the final results of the program in the next progress report
which had yet to be released as at June 2020.5%

594 Department of Economic Development, Jobs, Transport and Resources, Victorian Gas Program: Progress Report No. 4,
Melbourne, 2020, p. 6.

595 Ibid.
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FINDING 76: Targets for the delivery of key milestones for the Victorian Gas Program
were not achieved in both 2017-18 and 2018-19. However responses to the Committee’s
questionnaire and published performance reports for the program indicate delays
experienced to date do not pose a significant risk to the achievement of intended outcomes.

FINDING 77: Scientific findings from the latest peer reviewed progress report for the
Victorian Gas Program indicate potential for onshore conventional gas to supplement and
strengthen the security of Victoria’s gas supply particularly in regional areas.

Targets for delivery of CarbonNet milestones

The 2008-09 State Budget committed $132 million over six years to the development
of Carbon Capture and Storage (CCS) technologies for coal related industries. This
included $110 million for initiatives relating to the State’s CarbonNet Project established
with support from the Commonwealth Government in 2009.5%

CarbonNet is investigating the potential for commercial large-scale CCS in Victoria’s
Gippsland region, bringing together multiple carbon dioxide (CO2) capture projects

in Victoria’s Latrobe Valley, and for transporting CO2 via a shared pipeline and injecting
it into deep underground offshore storage sites in the Gippsland Basin for safe, long
term storage.5%7

The Committee observed that the Budget papers, DJPR’s and the former DEDJTR’s
annual reports do not provide insights into the progress and performance of this
longstanding program.

The limited information available however indicates the project has experienced
challenges and delays since 2013-14 particularly in relation to the development of
demonstration CCS technologies and its associated commercialisation objectives.

Table 8.3 shows the program’s Budget Paper 3 targets for all three timeliness measures
were not met in 2013-14. The most significant variance related to milestones for the
Carbon Capture and Storage demonstration program, none of which were achieved due
to delays in completing the feasibility phase of the project.>%8

596 Department of Treasury and Finance, Budget Paper No. 3: Service Delivery 2008-09, 2008, pp. 6, 28.

597 Department of Jobs, Precincts and Regions, The CarbonNet Project, 19 March 2020, <https://earthresources.vic.gov.au
projects/carbonnet-project> accessed 19 June 2020.

598 Department of State Development, Business and Innovation, Annual Report 2013-14, Melbourne, 2014, p. 128.
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Table 8.3 CarbonNet Program performance measures—variance between targets and
actuals 2013-14

Target Actual
Performance measures
(%) (%)
Facilitate delivery of milestones in line with grant agreements for 100.0 0.0
the large scale Carbon Capture and Storage demonstration program
Facilitate delivery of milestones for the feasibility stage of CarbonNet Project 100.0 41.2
Facilitate delivery of the implementation plan of the CarbonNet geoscience 100.0 50.0

evaluation program by 2014

Source: Department of State Development, Business and Innovation, Annual Report 2013-14, Melbourne, 2014, p. 128.

The 2014-15 State Budget consolidated the above three performance measures into
the current single timeliness metric ‘Delivery of key CarbonNet milestones, in line with
funding agreements and agreed project deliverables’.>®° This reduced the extent of
performance information publicly available about the program.

Notwithstanding underperformance against the 100% timeliness target was also evident
in 2015-16 (-57%)%°° and 2018-19 (-17%)%° signalling ongoing delays in the achievement
of program milestones.

DJPR’s response to the Committee’s questionnaire and DEDJTR’s Annual Report 2015-16
indicate the lower results were due to delays associated with changes in Commonwealth
Government policy and the need for further work to assess commercialisation options
for the project.602

A 2015 report by the Global CCS Institute and DEDJTR noted the CarbonNet project
experienced significant challenges between 2012 and 2015 due in part to changes in
Commonwealth government policy concerning the pricing of carbon, and reduction in
funding for related programs.03

None of the projects associated with commercial scale capture in the electricity sector
had advanced as at 2015, despite completing detailed feasibility studies.6%4

The report noted CarbonNet had focused efforts to date on providing confidence in

the storage capacity of the Gippsland Basin to allow capture options for potential

CO2 sources to be progressed. However it also noted while confidence in CarbonNet’s
storage program had grown, industry’s confidence in the commercial viability of capture
options had not, which it partly attributed to changes in the national policy context.605

599 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2014-15, Melbourne, 2014, p. 231.
600 Department of Economic Development, Jobs,Transport, and Resources, Annual Report 2015-16, Melbourne, 2016, p. 221.
601 Department of Jobs, Precincts and Regions, Annual Report 2018-19, p. 208.

602 Department of Jobs, Precincts and Regions, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, p. 74.; Department of Economic Development, Jobs, Transport and Resources, Annual Report 2015-16,
p. 221.

603 Global CCS Institute, The CarbonNet Project: A Historical Perspective, Melbourne, 2015, p. 12.
604 Ibid., p.14.
605 Ibid.
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An updated October 2018 overview of the project by DEDJTR acknowledged
commercial scale CCS had yet to be demonstrated in Victoria®® more than 10 years
after the program was initiated, confirming the project had yet to fully achieve its
original objectives.

It also indicated the project had funding to take it to the end of stage 3, being the
Project Development and Commercial Establishment phase, and was scheduled to
transition to the private sector around 2020. The October 2018 overview highlighted the
project’s recent achievements at that time included:

*  Completion of peer reviewed feasibility studies including detailed modelling of
potential CO2 storage sites

* A marine seismic survey in February 2018 to obtain additional geological
information about proposed underground storage sites.

It also noted investigations into potential carbon capture plants, technologies, and
alternative transport pipeline routes to the injection site were continuing with a view to
defining the commercial structure and principles to attract private sector investment for
the project’s next stage.

RECOMMENDATION 35: The Department of Jobs, Precincts and Regions consider
evaluating and reporting on the outcomes of the CarbonNet project to date, and the State’s
future directions for achieving the program’s initial Carbon Capture and Storage objectives.

Targets for delivery of resources projects

Targets for the delivery of resources projects consistent with grant agreements and
project milestones were not achieved in 2017-18 and 2018-19.

In 2017-18 DEDJTR reported it delivered 88% of projects in line with agreements and
milestones equivalent to a performance variance of -12% against the 100% target.6%7
DJPR’s Annual Report 2018-19 shows the variance increased to -17% the following
yearb98 indicating a growing performance gap.

DJPR advised the lower 2018-19 result was mainly due to delays in securing drilling
services by proponents as part of its TARGET exploration grants program. The
department advised that the analysis and engagement were required for longer term
supply options of extractives as part of the strategic extractive resource areas pilot
project.699

606 Mel Barker and Victoria Mendes da Costa, ‘The CarbonNet Project and its Regulatory Journey: An Overview & Key Learnings’,
paper presented at 14th Greenhouse Gas Control Technologies Conference, Melbourne, 21-26 October 2018, p. 3.

607 Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, p. 206.
608 Department of Jobs, Precincts and Regions, Annual Report 2018-19, p. 208.

609 Department of Jobs, Precincts and Regions, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, p. 25.
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DJPR’s website states 15 projects were awarded more than $3.4 million in TARGET
grants since 2016 to conduct co-funded exploration for eligible minerals. The program
seeks to encourage greater investment in minerals exploration and associated economic
benefits within Victoria.6™©

In 2018-19 DJPR reported a marginal decrease in mineral exploration activity for 2017-18
(191,229 metres drilled) compared to the previous year (191,658 metres drilled).6"

The Committee noted the impact of the State’s grant investments and delivery issues on
the achievement of intended outcomes for the Resources portfolio was not clear within
DJPR’s annual report.

The Government released its new five-year minerals resources strategy in August
2018 to help grow investment and jobs in Victoria’s minerals sector. The strategy’s key
priorities include growing investment, jobs and exploration activity within the sector
focused on pre-competitive geoscience and by reducing costs and red-tape. It also
establishes the following five-year targets and measures:

e One million metres drilled by June 2023 (cumulative total over five years)

« Exploration investment of $220 million by June 2023 (cumulative total over five
years)

» One significant mineral resource discovery by 2028.6*

The Committee noted current performance measures in the Budget papers do not
enable assessment of DJPR’s performance against the above targets.

FINDING 78: Targets for the delivery of resources projects were not achieved in 2017-18
and 2018-19.

FINDING 79: The Government’s new five-year Minerals Resources Strategy sets out targets
for growing exploration and investment within the sector.

RECOMMENDATION 36: The Department of Jobs, Precincts and Regions consider
updating its Budget Paper 3 performance measures to ensure they permit assessment of
achievements against the Government’s objectives and targets within the Mineral Resources
Strategy 2018-2023.

610 Department of Jobs, Precincts and Regions, TARGET Minerals Exploration Initiative, 21 April 2020,
<https://earthresources.vic.gov.au/projects/target-minerals-exploration-initiative> accessed 25 June 2020.

611 Department of Jobs, Precincts and Regions, Annual Report 2018-19, p. 201.

612 Department of Economic Development, Jobs, Transport and Resources, State of Discovery: Mineral Resources Strategy
2018-2023, Melbourne, 2018, p. 4.
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Creative industries

Total attendances at Victoria’s state-owned arts and cultural institutions exceeded the
Government’s targets in both 2017-188" and 2018-19,6™ with a substantial and consistent
increase evident over the last 5 years.

DJPR’s annual reports also show employment in the creative industries sector continued
an upward trend across the two-year period increasing by almost 19% since 2016-17.61
Figure 8.4 below shows annual increases of 7.4% and 10.7% were achieved in 2017-18
and 2018-19 respectively.

Number of first jobs in the creative industries from 2015-16 to 2018-19

jobs (thousands)

2015-16 2016-17 2017-18 2018-19

Source: Department of Jobs, Precincts and Regions, Annual Report 2018-19, p. 179, 182

Both DJPR and DEDJTR attributed the performance improvements to initiatives
supported by the State’s creative industries strategy Creative State 2016-2020, which
during the period included various outbound and inbound delegations showcasing
Victoria’s creative industries.®® DJPR highlighted the economic contribution of Victoria’s
creative industries reached $31 billion in 2018-19 representing a 23% increase over the
last four years.5"7

The strategy was launched by the Government in 2016 containing 40 actions supported
by a $115 million commitment over four years to build the State’s film, television, digital
games, design, fashion and arts sectors. The 40 actions addressed the following five
major focus areas:

* Backing creative talent: $6.35 million over four years to support the production of
significant works, career advancement and Aboriginal arts

« Strengthening the creative industries ecosystem: $57.35 million over four years to
support development of creative businesses, commercialisation of ideas, and the
screen industry

613 Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, pp. 209-10.
614 Department of Jobs, Precincts and Regions, Annual Report 2018-19, pp. 179-82.

615 Ibid., p.182.

616 Ibid.; Department of Economic Development, Jobs, Transport and Resources, Annual Report 2017-18, p. 210.
617 Department of Jobs, Precincts and Regions, Annual Report 2018-19, p. 10.
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* Delivering wider and economic impact: $14.05 million over four years to support
design businesses broaden their impact and increase the role of creative services in
securing social benefits

* Increasing participation and access: $13.215 million over four years to increase
spaces for creative businesses, community engagement, and greater diversity in
employment, programming, and participation

« Building international engagement: $5.05 million over four years to extend Victoria’s
impact and profile for global audiences, visitors and markets.6®

Under the Creative Victoria Act 2017, a new strategy must be developed every four
years to guide the Government’s investment and initiatives.®™ Creative Victoria was
developing the next strategy at the time of this review.

The Committee noted the performance results highlighted by DJPR and DEDJTR for the
period 2017-18 and 2018-19 were encouraging and indicated the State was achieving key
aspects of its high-level objective to grow Victoria’s creative industries and associated
economic impacts.

However it was not able to determine the full impact and effectiveness of the strategy.
DJPR’s annual report and current Budget Paper 3 measures do not comprehensively
address all outcomes achieved including the range of related performance indicators
detailed within the strategy.

Creative Victoria’s website includes a useful progress report summarising key activities,
but it does not amount to an evaluation of the strategy or comprehensively report
against related performance indicators and targets.520

FINDING 80: Performance results in 2017-18 and 2018-19 indicate key aspects of the
Government’s high-level objective to grow Victoria’s creative industries and associated
economic impacts were being achieved.

RECOMMENDATION 37: The Department of Jobs, Precincts and Regions and Creative
Victoria consider evaluating and reporting publicly on the outcomes and effectiveness of the
Creative State Strategy.

618 Department of Economic Development, Jobs, Transport and Resources, Creative State: Victoria's First Creative Industries
Strategy 2016-2020, Melbourne, 2016, p. 8.

619 Creative Victoria Act 2017 Section 12(1) (Victoria).

620 Department of Economic Development, Jobs, Transport and Resources, Backing Creative Talent, 21 June 2017,
<https://creative.vic.gov.au/creative-state/progress-report/backing-creative-talent> accessed 26 June 2020.
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9 Court Services Victoria

Findings

81.

82.

83.

84.

85.

Court Services Victoria identified the following program highlights—delivery

of safety and security upgrades at 14 locations, delivery of the specialist family
violence integrated court response, the Bail and Remand Court, expansion of the
Koori Courts across three jurisdictions (County, Magistrates’ and Children’s courts).

Court Services Victoria’s annual reports contain limited explanatory information
concerning the reasons for material variances (i.e. greater than 5%) between actual
and estimated performance.

Court Services Victoria’s implementation of excellence frameworks is a
commendable initiative with potential to offer valuable insights across a range of
performance dimensions relating to Victoria’s courts and tribunal system.

Although the numbers and rates of Aboriginal people involved in the Victorian
criminal justice system are lower than most other Australian jurisdictions, they are
high when compared to the non-Aboriginal population and continue to increase.

In response to the recommendations from the Royal Commission into Family
Violence, Court Services Victoria upgraded safety and security at 16 priority courts,
implemented a new and expanded security contract to deploy Court Security
Officers at Victorian courts and tribunals, and is in the implementation phase of
rolling out a modern case management system for the Magistrates’ Court and
Children’s Court.

9.1 Overview

Court Services Victoria (CSV) is an independent statutory body established to provide
administrative services and facilities to support Victorian courts, the Victorian Civil and
Administrative Tribunal, the Judicial College of Victoria and the Judicial Commission of
Victoria.®?

621 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2019-20 Melbourne, 2019, p. 378.
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Victoria’s courts and tribunals are part of the ministerial portfolio of the
Attorney-General. CSV’s objectives are focused on the fair, timely and efficient
dispensing of justice. Specifically its objectives are to:

e Provide equal access to justice

* Ensure fairness, impartiality and independence in decision making
* Follow processes that are transparent, timely and certain

e Strive for leadership and best practice in court administration

» Strengthen links with the community.522

9.2 Outcomes in the community across 2017-18 and
2018-19

In the interests of encouraging the effective and efficient delivery of public services

to deliver positive outcomes for Victorians, the Committee’s questionnaire asked
departments to outline the five programs that delivered the most important outcomes
in the community. The programs identified by CSV include:

» Delivery of safety and security upgrades at 14 locations during 2017-18 as a result
of the 2016-17 State Budget investment of $58.1 million. CSV also stated the court
security officer model was expanded to 40 courts by October 2017 delivering a
security presence at all Victorian Court and Tribunal sittings

e In 2017-18 CSV implemented initiatives to improve access to justice, including:
improvements to the accessibility of educational and online materials; more judicial
mediations saving 1,758 sitting days; an online dispute resolution pilot at VCAT;
replacement of more than 20 phone numbers with a single phone number; and
consolidation of formerly separate teams into one group to deliver better services

* In 2018-19 CSV progressed delivery of the specialist family violence integrated court
response focused on improving access to legal protection and responses necessary
for the safety and recovery of victim survivors at various locations. CSV stated
it completed design work for all locations, and commenced construction at
Shepparton, Ballarat, Moorabbin, and Heidelberg Specialist Family Violence Courts

e The Bail and Remand Court (BaRC) commenced on 1 July 2018 to facilitate the
timely resolution of BaRC matters. CSV reported that since BaRC’s inception
approximately 920 accused persons appeared per month and approximately 11,000
in total appeared during 2018-19 with 14% of matters resolved, and just under 50%
dealt with outside of business hours. It also reported that BaRC expedited family
violence matters and facilitated access to support services for accused persons

622 Ibid.
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e In 2018-19 CSV expanded the Koori Courts across three jurisdictions (County,
Magistrates’ and Children’s courts) following the Government’s $6.7 million
investment in the 2017-18 State Budget supporting the Aboriginal Justice
Agreement. Expansion was completed in Shepparton and Warrnambool County
Courts and Dandenong and Heidelberg Magistrates’ Courts following consultation
with the Aboriginal Justice Caucus.5%

FINDING 81: Court Services Victoria identified the following program highlights—delivery
of safety and security upgrades at 14 locations, delivery of the specialist family violence
integrated court response, the Bail and Remand Court, expansion of the Koori Courts across
three jurisdictions (County, Magistrates’ and Children’s courts).

The Committee’s questionnaire also asked departments to identify programs that did
not deliver their planned outcomes in 2017-18 and 2018-19.

CSV identified lower than planned recruitment of staff to deliver integrated outreach
programs due to challenges in attracting specialists, fewer than expected participants
at the Melbourne Drug Court due to the requirement of being in the CBD catchment,
a growing backlog of pending cases at the Victims of Crime Assistance Tribunal

due to a significant increase in applications and workload, and a lower than planned
clearance rate of investigations at the Coroners Court similarly influenced by capacity
shortages.624

Challenges

The challenges identified by CSV were common across 2017-18 and 2018-19 and
included:

* Significant increase in demand for court services—CSV highlighted the recent and
projected growth in the volume and complexity of demand for court services and
associated caseloads due to socio-demographic changes and implementation of
government policies and law reforms and growing number of self-represented
litigants

* Ageing and not fit for purpose court infrastructure—CSV noted just over two-fifths
of court buildings were over 50 years old, and around 65% of assets were below the
required standard and not fit-for-purpose. It also highlighted maintenance funding
was below the benchmark needed to properly maintain existing court buildings

« Judicial Officer and staff wellbeing—the increased workload from the growth in
the number and complexity of cases before the courts is impacting health and
wellbeing of judicial officers and Victorian Public Service (VPS) staff. CSV stated
more resources were needed to build organisational resilience and support staff

623 Court Services Victoria, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire,
received on 12 December 2019, pp. 14-22.

624 Ibid., pp. 23-5.
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* Disparate and legacy information and communications technology (ICT) systems
(including case management systems)—CSV highlighted legacy systems pose a
significant constraint to improving access to justice and service delivery. Out-dated
case management systems in several courts impede the efficient sharing of
information including needed improvements to work practices and services

e Public understanding and confidence in the court system—CSV stated inaccurate
media commentary and coverage is influencing public perceptions and, in some
cases, eroding trust in the courts. Although courts have increased engagement with
the community, CSV noted more investment and work was needed to build further
understanding about the judiciary, court processes and decisions.2

Financial analysis

Expenditure

In 2017-18 CSV’s budget was $532.2 million. Actual expenditure for the year was
$538 million, representing a variance of 1.1%.626

In 2018-19 CSV’s budget was $615.8 million. Actual expenditure for the year
$608.8 million, representing a variance of 1.1%.6%7

Court Services Victoria variances in output expenditure, 2017-18 and 2018-19

2017-18
A $6 million
2018-19 B Budget
W $7 million B Actual
609 M Variance

$ million 0 100 200 300 400 500 600 700 800

Source: Court Services Victoria, Annual Report 2017-18, p.31; Court Services Victoria, Annual Report 2018-19, p.31.

Revenue and expenses

CSV’s output appropriations increased in 2017-18 by $46 million or 13.9% from 2016-17
and in 2018-19 by $51 million or 13.5% from 2017-18.628

625 Ibid., pp. 74-7.
626 Court Services Victoria, Annual Report 2017-18, Melbourne, 2018, p. 31.
627 Court Services Victoria, Annual Report 2018-19 Melbourne, 2019, p. 31.

628 Court Services Victoria, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire,
pp. 39-41.
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CSV explained that this year-on-year increase was mainly due to new initiatives
announced in the State Budget for both years, incremental increases for initiatives
announced in previous budgets, Treasurer’s advances for the response to the Bourke
Street incident, revenues from court fees, re-cashflows and carry-over of funds from the
previous year.529

CSV’s employee expenses in 2017-18 increased by $40 million or 14.4% from 2016-17.
In 2018-19 CSV reported a further $38 million or 12.3% increase in employee expenses
from 2017-18.630

It attributed the increase in both years to Enterprise Bargaining Agreement (EBA)
provisions and related changes to judicial remuneration, and to funding increases
announced in the State Budget over the previous four years.

Overall financial performance

Table 9.1 summarises CSV’s financial performance in 2017-18 and 2018-19.

Court Services Victoria—Summary of Comprehensive Operating Statement in
2017-18 and 2018-19

2017-18 2018-19
Controlled items Budget Actual Variance Budget Actual Variance
($ million) ($ million) (%) | ($ million) ($ million) (%)
Income from transactions 532 542 14.3 615.7 614.6 (1.1)
Expenses from transactions 532 537 8.2 615.8 603.7 (12.0)
Net result 0.0 4 - (0.1) 10.8 -

Source: Department of Treasury and Finance, Budget Paper No. 5 Statement of Finances 2018-19, p. 134; Department of Treasury and
Finance, Budget Paper No. 5 Statement of Finances 2019-20, p. 153.

Newly created bodies

CSV’s response to the Committee’s questionnaire noted the Judicial Commission of
Victoria was established in 2017-18 to investigate complaints and concerns regarding
the conduct of judicial officers, judicial registrars and Victorian Civil and Administrative
Tribunal (VCAT) members resulting in expenditure of just over $1.2 million in 2017-18.83

629 Ibid.
630 Ibid., pp. 45-8.
631 Ibid., p.78.
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9.4.5 Performance information

The Committee observed CSV’s annual reports show that the initially estimated
performance levels for most output performance measures were not achieved in
2017-18 and 2018-19. Specifically CSV achieved or exceeded 34% of the estimated
performance levels associated with output measures published in its 2017-18 and
2018-19 annual reports.

Figure 9.2 Court Services Victoria variances performance measurement results in 2017-18
and 2018-19

2017-18

2018-19

B Performance measures met

B Performance measures not met

percent 0 10 20 30 40 50 60 70 80 90 100

Source: Court Services Victoria, Annual Report 2017-18, pp. 28-31; Court Services Victoria, Annual Report 2018-19, pp. 29-31.

Performance measures not met in both 2017-18 and 2018-19 include:
* Average cost per case—civil matters disposed of in the County Court

* Average cost per case—civil matters disposed of in VCAT

* Average cost per case—criminal matters disposed of in the Magistrates’ Court

* Average cost per case—criminal matters disposed of in the Children’s Court

» Case clearance rate—civil matters disposed of in the Magistrates’ Court

e Case clearance rate—Family Division matters disposed of in the Children’s Court

e Court file integrity in VCAT—availability, accuracy, and completeness.

Issues relevant to some of these performance measures are discussed in further detail

below.
9.5 Key issues
9.5.1 Information on the reasons for variances in performance

The Committee noted CSV’s annual reports contained limited explanatory information
concerning the reasons for material variances (i.e. greater than 5%) between actual and
estimated performance levels for most output performance measures.
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Specifically several explanations amounted to restating or describing the observed
result but did not provide sufficient context to understand the key drivers of
performance issues. For example, most reasons for underperformance against cost
estimates relating to the disposal of civil, coronial and criminal matters by the courts
and VCAT were attributed to either:

* Higher than originally estimated costs
* Fewer than originally estimated finalisations
* One-off funding for key initiatives processed after the State Budget was published

« Or a combination of the above.532

The Committee noted these reasons do not provide sufficient context to understand the
causes, significance and impacts of reported variances which reduces transparency and
accountability for performance. This situation was also reflected in the annual reports
produced by individual courts or jurisdictions that in most cases did not explicitly report
against the performance measures reported on by CSV and the Budget papers.633

Provision of additional funding after the State Budget was announced was a frequently
cited reason by CSV for variances in performance across both 2017-18 and 2018-19.534
However CSV’s annual reports do not clarify why this occurred and why the targets or
estimates for affected performance measures were not revised accordingly at the time
annual reports were published.

The Committee noted these circumstances make it difficult for the Parliament and

the public to reliably interpret performance results reported by CSV. By not updating
targets to reflect changes in funding and associated assumptions, CSV risks reducing
their relevance as benchmarks for performance, including the utility and value of public
performance reporting.

FINDING 82: Court Services Victoria’s annual reports contain limited explanatory
information concerning the reasons for material variances (i.e. greater than 5%) between
actual and estimated performance.

RECOMMENDATION 38: Court Services Victoria consider taking steps to ensure future
performance reporting against measures in the Budget Papers reliably reflect all changes
in funding and associated performance assumptions arising after the State Budget is
published.

632 Court Services Victoria, Annual Report 2017-18, pp. 28-31.;Court Services Victoria, Annual Report 2018-19 pp. 29-31.

633 Only the Coroners Court and VCAT explicitly reported against some performance measures contained within Budget Paper 3
in their latest published annual reports at the time of writing.

634 Court Services Victoria, Annual Report 2017-18, pp. 28-31.; Court Services Victoria, Annual Report 2018-19 pp. 29-31.
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9.5.2 Implementation of quality and excellence frameworks

In 2017-18 CSV reported that the Courts Council®®> endorsed international ‘excellence
frameworks’ as court, tribunal and judicial support management models to guide
continuous development and improvement.836

The three excellence frameworks relevant to CSV are: the International Framework
for Court Excellence (for courts); the International Framework for Judicial Support
Excellence (for Jurisdiction Services and the College); and the Tribunal Excellence
Framework (for VCAT).6%7

The International Framework for Court Excellence is a quality management system
designed to help courts and tribunals improve their performance. The framework
identifies an internationally accepted set of core key values essential to the successful
functioning of courts, including fairness, impartiality, independence, competence,
accessibility, integrity and equality before the law.538

It also provides a methodology for continuous improvement focusing on the following
seven recognised areas of court excellence:

* Court leadership and management

e Court planning and policies

» Court resources (human, material and financial)
* Court proceedings and processes

e Client needs and satisfaction

» Affordable and accessible court services

«  Public trust and confidence.53°

The Global Measures of Court Performance is an integral component of the International
Framework for Court Excellence endorsed by Victoria’s Courts Council. It sets out 11
focused performance measures aligned with the above noted values and seven areas of
court excellence. The performance measures are:

1. Court user satisfaction—the percentage of court users who believe that the court
provides procedural justice, i.e. accessible, fair, accurate, timely, knowledgeable,
and courteous judicial services

2. Access fees—the average court fees paid in civil cases

635 The Courts Council is CSV’s governing body. It is chaired by the Chief Justice of the Supreme Court and comprises the six
Heads of Jurisdiction and up to two non-judicial members.

636 Court Services Victoria, Annual Report 2017-18, p. 17.

637 Court Services Victoria, Annual Report 2018-19 p. 26.

638 National Center for State Courts, The International Framework for Court Excellence: 2nd Edition, 2013, pp. 1-2.
639 Ibid., pp. 5-11.
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3. Case clearance rate—the number of outgoing cases as a proportion of the number
incoming cases

4. On-time case processing—the percentage of cases disposed or otherwise resolved
within established timeframes

5. Duration of pre-trial custody—the average elapsed time criminal defendants who
have not been convicted of crime are detained awaiting trial

6. Court file integrity—the percentage of case files that can be located and retrieved
in a timely manner and meet established standards of accuracy, organisation and
completeness

7. Case backlog—the proportion of cases in a court’s inventory of pending cases that
have exceeded established timeframes or time standards

8. Trial date certainty—the certainty with which important case processing events
occur when scheduled expressed as a proportion of trials that are held when first
scheduled

9. Employee engagement—the percent of employees of a court who, as measured by
a court-wide survey, are passionate about their job, committed to the mission of the
court and, as a result, put discretionary effort into their work

10. Compliance with court orders—the total amount of payments of monetary penalties
(fines and fees) collected by a court or court system, expressed as a proportion of
the total amount of monetary penalties ordered by a court in a given period of time

11. Cost per case—the average cost of resolving a single court case, disaggregated by
level and location of court, and by case type.640

The International Consortium for Court Excellence describes the Global Measures as a
guide for policy makers and practitioners committed to improving the performance and
impact of courts, tribunals, and justice systems by focusing on outcomes rather than
outputs and inputs.64

In its Annual Report 2018-19, CSV acknowledged its current suite of performance
measures address four of the 11 Global Measures of Court Performance.®4? Specifically
measures 3, 4, 6 and 11 from the list outlined above disaggregated by court jurisdiction
and case type (e.q. civil or criminal).

The Committee regards CSV’s adoption and implementation of the excellence
frameworks as a commendable initiative. The associated indicators and measures have
the potential to offer valuable insights across a broad range of important performance
dimensions.

640 International Framework for Court Excellence, Global Measures of Court Performance, report prepared by Secretariat for the
International Consortium for Court Excellence, 2018, p. 2.

641 National Center for State Courts, The International Framework for Court Excellence, p. 1.
642 Court Services Victoria, Annual Report 2018-19 p. 28.
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The Committee believes increased public reporting by CSV against this broader suite
of measures would serve the public interest and enhance Parliament’s understanding
of the performance and impact of state funded initiatives intended to improve the
effectiveness and efficiency of Victoria’s courts and tribunal system.

FINDING 83: Court Services Victoria’s implementation of excellence frameworks is
a commendable initiative with potential to offer valuable insights across a range of
performance dimensions relating to Victoria’s courts and tribunal system.

RECOMMENDATION 39: Court Services Victoria consider expanding its budget paper
objective indicators and performance measures by incorporating additional indicators from
its excellence frameworks.

Implementation of Aboriginal Justice Agreement initiatives

The Victorian Aboriginal Justice Agreement is a long-term partnership between the
Aboriginal community and the Victorian Government.

The first Victorian Aboriginal Justice Agreement (AJA12000-2006) was developed
in response to recommendations from the 1991 Royal Commission into Aboriginal
Deaths in Custody and subsequent 1997 National Ministerial Summit on Indigenous
Deaths in Custody.

The signatories of the Agreement have committed to working together to improve
Aboriginal justice outcomes, family and community safety, and reduce over
representation in the Victorian criminal justice system. Each subsequent phase of the
Agreement has built upon its predecessors (AJA2 2006-2012, AJA3 2013-2018) with the
aim of further improving justice programs and services for Aboriginal people.

The Government’s website for the Victorian Aboriginal Justice Agreement notes:

The evaluation of AJA3 found the AJA partnership has reached a level of maturation
not replicated elsewhere. It has been instrumental in effecting real change in terms

of embedding cultural awareness and the adoption of an Aboriginal lens for the
development of new strategies, policies and initiatives. It has facilitated and enabled the
development of strong and durable relationships between agencies and with members
of the Victorian Aboriginal community. The partnership has evolved and there are now
high levels of trust between the partners. This has not led to complacency on the part of
any of the partners, and there remains a high demand for accountability and action.643

643 Victorian Aboriginal Justice Agreement, The Victorian Aboriginal Justice Agreement, 2019,
<https:/www.aboriginaljustice.vic.gov.au/the-agreement/the-victorian-aboriginal-justice-agreement#_edn2> accessed
29 June 2020.
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In August 2018 the Government announced an investment of $12.3 million over four
years in Victorian courts and tribunals towards the fourth phase of the Aboriginal
Justice Agreement (AJA). The package included:

+  $6.678 million for the expansion of Koori Courts in the County, Magistrates’ and
Children's courts, plus additional funding for capital expansion

* $966,000 for a designated Koori Registrar in the Coroners Court who will case
manage Aboriginal coronial cases to better assist and improve the experience of
Aboriginal families and ensure culturally appropriate practices

* $466,000 to strengthen services and ensure demand is met for Aboriginal people
accessing the Koori Victims of Crime Assistance Tribunal (VOCAT) List

*  $2.323 million for dedicated resources to address civil law needs of Aboriginal
people engaging with Victorian Civil and Administrative Tribunal services

«  $250,000 for a trial of Aboriginal Community Justice Reports.644

In 2018-19 CSV reported locations for the Koori Court expansion were endorsed by the
Aboriginal Justice Caucus in February 2019. It also stated expansion was completed

in Shepparton and Warrnambool County Courts and Dandenong and Heidelberg
Magistrates’ Courts. Expansion at Wodonga/Wangaratta Magistrates’ Courts was due to
commence in 2020-21.54

CSV also stated it had since recruited a Koori Registrar and Koori List Engagement
Registrar, along with a Koori Engagement Coordinator to case manage Aboriginal
coronial cases and ensure culturally appropriate practices.646

The fourth phase of the Aboriginal Justice Agreement acknowledges the over
representation of Aboriginal people in the criminal justice system remains high, and the
conditions that led to the signing of the first Agreement remain as valid today as they
were in 2000.647

Although the numbers and rates of Aboriginal people involved in the Victorian criminal
justice system are lower than most other Australian jurisdictions, they are high when
compared to the non-Aboriginal population and are continuing to increase.648

Between 2011-12 and 2016-17, the rate of Aboriginal adults under justice supervision
increased by 52.6% compared with a 34% increase among non-Aboriginal adults. In
2016-17, Aboriginal adults were 11.7 times more likely than non-Aboriginal adults to be
under justice supervision in Victoria.84°

644 Court Services Victoria, AJA4 Investment Announced: Burra Lotjpa Dunguludja, 2018, <https://www.courts.vic.gov.au/news
ajad-investment-announced> accessed 29 June 2020.

645 Court Services Victoria, Annual Report 2018-19 p. 19.
646 Ibid.

647 Victorian Aboriginal Justice Agreement, Aboriginal over-representation in the justice system, 2020,
<https:/www.aboriginaljustice.vic.gov.au/the-agreement/aboriginal-over-representation-in-the-justice-system> accessed
29 June 2020.

648 Ibid.
649 Ibid.
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Aboriginal youth were 14 times more likely than non-Aboriginal youth to be under
justice supervision in Victoria.6>°

FINDING 84: Although the numbers and rates of Aboriginal people involved in the Victorian
criminal justice system are lower than most other Australian jurisdictions, they are high when
compared to the non-Aboriginal population and continue to increase.

Family violence initiatives and related upgrades

Specialist Family Violence Program

In 2017-18 CSV reported several court locations were being upgraded to make them
safer in response to the recommendations from the Royal Commission into Family
Violence. Specifically it noted its Specialist Family Violence Program included capital
projects to provide accommodation for staff and support agencies, safe waiting areas,
interview rooms, discrete entries and separate pathways at Shepparton, Moorabbin,
Heidelberg, Ballarat and Frankston.8>'

CSV stated safety and security upgrades progressed at 16 priority courts throughout
2017-18 with works completed at Dromana, Stawell, Portland, Bacchus Marsh and
Maryborough. It also noted registry upgrades, creation of safe waiting areas and
interview rooms were similarly completed at Seymour, Swan Hill, Hamilton, Bairnsdale,
Colac and Ararat.852

In 2018-19 CSV stated it had completed design work for all locations, and construction
commenced at Shepparton, Ballarat, Moorabbin and Heidelberg Specialist Family
Violence Courts.553

In October 2019 the Attorney-General announced Victoria’s first Family Violence Court
had opened in Shepparton with a further four courts at Ballarat, Moorabbin, Frankston
and Heidelberg expected to open within the next 12 months.6>4

Court Security Model

In 2017-18 CSV implemented a new and expanded security contract to deploy Court
Security Officers (CSOs) at Victorian courts and tribunals and to ensure safety is
maintained in and around court buildings.6>®

650 Ibid.
651 Court Services Victoria, Annual Report 2017-18, p. 20.
652 Ibid.
653 Court Services Victoria, Annual Report 2018-19 p. 23.

654 Attorney-General, Delivering Victoria’s First Dedicated Family Violence Court, media release, Department of Premier and
Cabinet, 9 October 2019.

655 Court Services Victoria, Annual Report 2017-18, p. 20.

Public Accounts and Estimates Committee



Chapter 9 Court Services Victoria

The CSO model is designed to deliver a consistent security standard across every court
and tribunal in Victoria through:

* Entry screening to detect and remove prohibited items, including weapons, and

* Anincreased, and better trained, court security officer presence on all court sitting
days.656

CSV stated the model has added security to 40 courts, ensuring security coverage on all
sitting days across the court network.857

In 2018-19 CSV reported the presence of CSOs was creating a safer court environment
by enabling the detection and removal of prohibited and offensive weapons from courts
and tribunals; the de-escalation of incidents; and escorting of vulnerable family violence
applicants to cars.6%8

It also highlighted initiatives to further improve security focused on strengthening
security standards, and conducting assessments of all Victorian courts and tribunals
with a priority focus on Specialist Family Violence Courts given the importance

of addressing recommendations arising from the Royal Commission into Family
Violence.5>

Case Management system Project

The 2017-18 State Budget provided $89.2 million to CSV for a modern case management
system for the Magistrates’ Court and Children’s Court.¢° The initiative formed part of
the whole of government response to the Royal Commission into Family Violence.6¢!

In 2018-19 CSV reported it had procured an experienced supplier to deliver a
configurable off-the-shelf case management system solution.662

The project was in the Implementation Phase with piloting and incremental roll out of
the new system expected to commence in mid-2021.663

FINDING 85: In response to the recommendations from the Royal Commission into
Family Violence, Court Services Victoria upgraded safety and security at 16 priority courts,
implemented a new and expanded security contract to deploy Courts Security Officers at
Victorian courts and tribunals, and is in the implementation phase of rolling out a modern
case management system for the Magistrates’ Court and Children’s Court.

656 Ibid.
657 Ibid.
658 Court Services Victoria, Annual Report 2018-19 p. 23.
659 Ibid.

660 Premier of Victoria Attorney-General, Transforming our courts to keep victims of family violence safe, media release,
2 May 2017.

661 Court Services Victoria, Annual Report 2018-19 p. 23.
662 Ibid., p. 26.
663 Ibid.
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Findings

86. Some of the highlights for the department in 2017-18 and 2018-19 were the
development of facilities to enhance multicultural community engagement,
upgrades to the security of buildings used by Jewish and Islamic communities
and employment of veterans in the Victorian Public Sector.

87. The Department of Premier and Cabinet’s actual output expenditure was
$130.8 million or 19.7% lower than budgeted in 2017-18 and $31.8 million
or 4.2% lower than budgeted in 2018-19.

88. Expenditure under the Department of Premier and Cabinet’s Digital government
and communications output was 297.9% over budget in 2017-18 due to rephasing
of funds and 56.6% over budget in 2018-19 as a result of the development of the
Service Victoria online platform.

89. The Department of Premier and Cabinet’s (DPC) output appropriations and grant
expenses increased over the 2017-18 and 2018-19 years as a result of various grant
programs. In 2017-18 DPC’s grant revenue increased primarily due to the transfer of
the Premier’s Jobs and Investment Fund from the former Department of Economic
Development, Jobs, Transport and Resources. In 2018-19 DPC’s employee expenses
increased largely due to the machinery of government transfer of the Women'’s
Policy, Youth and Industrial Relations outputs to the department.

90. The Department of Premier and Cabinet’s (DPC) comprehensive operating
statement in 2017-18 and 2018-19 reflects a stable financial position as DPC’s
overall income exceeds expenses.

91. Information about the organisations and projects that received LGBTIQ grant
program funding is only available for the 2018-19 year.

92. While regional grant applications made under the multicultural grant program
are a priority in the assessment process, grant applications from regional and
rural communities to fund multicultural programs have declined across 2017-18
and 2018-19.

93. The results for a number of performance measures under the Department of
Premier and Cabinet’s Aboriginal policy, strengthening Aboriginal cultural heritage
and communities output were below target in 2017-18 and 2018-19, largely due to
the difficulty in managing the current and emerging needs of the Aboriginal sector.
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94. Performance under the public sector integrity output was below expectations
across 2017-18 and 2018-19 in terms of the proportion of Independent Broad-based
Anti-corruption Commission (IBAC) investigations completed within 12 months and
completion of reviews requested by Freedom of Information (FOI) applicant within
agreed timeliness. DPC advised that this was largely because of the number of
complex IBAC investigations and a focus on completing older FOI reviews.

95. Of all (nine) Victorian Government departments that were impacted by 2019
machinery of government changes, only the Department of Justice and Community
Safety outlined identifiable direct costs attributable to the changes in its Annual/
Report 2018-19 in line with the model report.

Overview

The Department of Premier and Cabinet (DPC) is responsible for providing whole of
government policy and performance leadership. DPC currently supports the ministerial
portfolios of the Premier, Deputy Premier, Aboriginal Affairs, Equality, Industrial
Relations, Multicultural Affairs, Veterans, Women and Youth.664 Before 1 January 2019
the Industrial Relations portfolio was the responsibility of the former Department of
Economic, Development, Jobs, Transport and Resources (DEDJTR) and the Women
and Youth portfolios were the responsibility of the Department of Health and Human

Services (DHHS).565

DPC’s objective are:

Strong policy outcomes: pursuing policy and service delivery excellence and reform;
leading the public sector response to significant state issues, policy challenges and
projects; and supporting the effective administration of government

Engaged citizens: supporting and promoting full participation in strong and vibrant
communities; empowering citizens to participate in policymaking and service
design; ensuring a holistic approach to social policy and service delivery

Professional public administration: fostering and promoting a high-performing
public service; ensuring effective whole of government performance and outcomes;
and protecting the values of good public governance, integrity and accountability in
support of public trust

High-performing DPC: empowering our people and investing in our culture;
ensuring efficient and effective processes and systems; and ensuring good
governance and risk management.66é

664 Department of Premier and Cabinet, Annual Report 2018-19, Melbourne, 2019, p. 6.
665 Ibid., p. 12.
666 Ibid., p. 6.
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10.2 Outcomes in the community across 2017-18 and
2018-19

The Committee’s questionnaire asked departments to outline the programs that
delivered the most important outcomes in the community across 2017-18 and 2018-19.
The programs identified by DPC included:

e Community Infrastructure and Cultural Precincts program that delivered 48 small
and 10 large projects to support multicultural communities to develop facilities to
enhance community engagement and connection to community.

* Bystander action program with VicHealth and DPC’s Behavioural Insights team. The
program empowers onlookers to act on sexist and sexually harassing behaviours.
The program resulted in a 10% increase in bystander intervention in the group that
received information about what is acceptable behaviour.

e Premier’s Jobs and Investment Fund (PJIF) that supported a variety of initiatives
including development of the MyVictoria website®® and strengthening the State’s
international engagement.

* Security Infrastructure Fund that supported 38 projects to upgrade the security
of buildings used by Jewish and Islamic communities including schools, mosques,
temples, museums and community hubs.

* Public Sector Veteran Employment Strategy that resulted in 4,684 applications from
veterans for roles in the Victorian Public Sector (VPS) in 2018-19%%8 and 441 veterans
employed across the VPS between June 2017 and August 2019.669

* Public Sector Innovation Fund that built innovation capabilities across government,
including through the Launch of CivVic Labs. For example WeGuide helped
Western Health make healthcare data collection easier by developing a platform
that engages patients with more effective communication before, during and after
treatment.67°

FINDING 86: Some of the highlights for the department in 2017-18 and 2018-19 were the
development of facilities to enhance multicultural community engagement, upgrades to the
security of buildings used by Jewish and Islamic communities and employment of veterans
in the Victorian Public Sector.

667 The MyVictoria website brings local information such as schools, housing and rent prices, demographics, average income,
public transport, infrastructure projects and more into a single website.

668 The number of applications from veterans in 2017-18 was not provided in DPC’s response to the Committee’s questionnaire.

669 Between 1June 2017 and 31 August 2019, 441 veterans were employed across the Victorian public sector. Department of
Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire,
received 12 December 2019, p. 14.

670 CivVic Labs involves a Department or Agency presenting a challenge to the start-up ecosystem, inviting proposals for
solutions from Victorian start-ups, after which there is an opportunity for the start-ups with the best ideas to secure up to
$150,000 to develop the solution. Ibid., pp. 15-20.
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The Committee’s questionnaire also asked departments to identify the programs that
did not deliver their planned outcomes in 2017-18 and 2018-19. The programs identified
by DPC included:

* Multicultural grants program, of which only 14% were provided to rural and regional
areas in 2017-18

e Labour Hire Scheme, a new business licensing system that aims to protect
vulnerable labour hire workers from exploitation and regulates the provision of
labour hire services, which following commencement in April 2019 had no licence
holders registered under the scheme in 2018-19

* Investment in Leadership and Governance initiative, which was ‘not well targeted to
meet the current and emerging governance needs of the Aboriginal sector’ leading
to only 22% of payments being made in accordance with milestones in 2018-19.671

Some of these programs are examined in further detail below.

10.3 Challenges

In 2017-18 DPC’s main challenges were:

« Transition of the Latrobe Valley following the closure of the Hazelwood Power
Station in March 2017

» Ensuring the design of the Aboriginal Representative Body®72 was informed by
extensive community consultation and reflected the desires and priorities of the
Victoria Aboriginal community

« Administering support for LGBTIQ (Lesbian, Gay, Bisexual, Transgender/transsexual,
Intersex and Queer) Victorians as a result of adverse outcomes arising from the
Australian Marriage Law Postal Survey

» Establishment of Family Safety Victoria to implement recommendations from the
Royal Commission into Family Violence

* Providing secure and resilient government information, services and infrastructure
in the face of increasing cyber security threats.

In 2018-19 DPC’s main challenges included:

* The 2018 Victorian state election and caretaker period, that required considerable
work across government to prepare for a returning or new administration

* Machinery of Government (MoG) changes to the VPS

* Developing and enacting Australia’s first treaty legislation with Aboriginal Victorians

671 Ibid., p. 21.

672 Established to ensure Aboriginal Victorians were appropriately represented through the treaty process.
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¢ Enhancing digital capability across the VPS

* The weakening of Victoria’s residential property market, including low turnover
and tighter prudential standards, expected to have flow on implications for state
revenue and stamp duty.”3

Some of these challenges are discussed in further detail below.
Financial analysis

Expenditure

The variances between the budgeted and actual figures for DPC’s output expenditure in
2017-18 and 2018-19 are illustrated in Figure 10.1 below.

Department of Premier and Cabinet variances in output expenditure, 2017-18 and
2018-19

2017-18

WV $131 million

2018-19 B Budget

W $32 million B Actual

717 )
B Variance

$ million 0 100 200 300 400 500 600 700 800 900 1,000

Source: Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, Melbourne, 2019, p. 299; Department of
Premier and Cabinet, Annual Report 2017-18, pp. 19-40; Department of Premier and Cabinet, Annual Report 2018-19, pp. 41-60.

In 2017-18 DPC reported an underspend of $130.8 million or 19.7% in output expenditure.
This was caused by an underspend in nine out of DPC’s 15 outputs. It was offset by an
overspend in the Digital government and communications output due to the rephasing
of funds since the publication of 2017-18 Budget Paper No. 3.674

In 2018-19 DPC reported an underspend of $31.8 million or 4.2% in output expenditure.
This was caused by an underspend in 10 out of DPC’s 18 outputs offset by an overspend
in the Digital government and communications output. The overspend in Digital
government and communications was due to the development of the Service Victoria
online customer platform.675

673 Department of Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, pp. 81-83.

674 Department of Premier and Cabinet, Annual Report 2017-18, Melbourne, 2018, p. 24.

675 Department of Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, p. 74.
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Table 10.1 Department of Premier and Cabinet expenditure by output in 2017-18 and 2018-19

2017-18 2018-19

Outputs Budget Actual Variance Budget Actual Variance

($ million) ($ million) (%) |($ million) ($ million) (%)
Government-wide leadership, 223.8 109.7 -51.0 163.2 119.8 -26.6
reform and implementation
Strategic advice and government 113.3 116.2 2.6 106 97.7 -7.8
support
Infrastructure Victoria 10.2 9.8 -3.9 9.9 10.1 2.0
Digital government and 9.4 37.4 297.9 47.5 74.4 56.6
communications
Office of the Victorian 1.3 1.3 0.0 1.2 1.2 0.0
Government Architect
Industrial relations? NA NA NA 13.2 11.7 -11.4
Aboriginal policy, strengthening 56.2 42.8 -23.8 58.2 48.1 -17.4
Aboriginal cultural heritage and
communities
Multicultural affairs policy and 51.1 51.1 0.0 84.6 73.9 -12.6
programs
Support to veterans in Victoria 8.1 6.6 -18.5 10.5 9.1 -13.3
LGBTIQ equality policy and 3.4 6.5 91.2 19.5 20.1 3.1
programs
Women'’s policy 0.0 0.0 NA 0.0 13.7 NA
Youth 0.0 0.0 NA 0.0 12.7 NA
Advice and support to the 14.9 15.5 4.0 15.7 15.8 0.6
Governor
Chief Parliamentary Counsel 6.8 6.7 -1.5 6.8 6.8 0.0
services
Management of Victoria’s public 20.1 17.4 -13.4 20.7 18.9 -8.7
records
Public administration advice and 7.0 6.7 -4.3 11.8 10.0 -15.3
support
Public sector integrity 95.1 711 -25.2 84.6 78.4 -7.3
State electoral roll and electoral 42.9 34.0 -20.7 95.2 94.4 -0.8
events
Total 663.6 532.8 -19.7 748.6 716.8 -4.2

a.  On1January 2019 this output was transferred from the previous DEDJTR to DPC as part of machinery of government changes.

Source: Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, pp. 121, 299; Department of Premier and
Cabinet, Annual Report 2017-18, pp. 19-40; Department of Premier and Cabinet, Annual Report 2018-19, pp. 41-60.

FINDING 87: The Department of Premier and Cabinet’s actual output expenditure was
$130.8 million or 19.7% lower than budgeted in 2017-18 and $31.8 million or 4.2% lower than
budgeted in 2018-19.
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FINDING 88: Expenditure under the Department of Premier and Cabinet’s Digital
government and communications output was 297.9% over budget in 2017-18 due to
rephasing of funds and 56.6% over budget in 2018-19 as a result of the development of the
Service Victoria online platform.

Disaggregated financial information

The Committee notes that DPC’s 2017-18 and 2018-19 annual reports present
disaggregated financial information by objective, not output.6’6 Model reports are
produced by DTF to assist Victorian government departments and other public sector
entities with the planning and preparation of disclosures in their annual reports. With
specific reference to section 4 ‘Disaggregated financial information by output’ the
2017-18 and 2018-19 model reports state:

This section disaggregates revenue and income that enables the delivery of services ...
by output and records the allocation of expenses incurred ... also by output, which form
part of controlled balances of the Department.6”

This level of disaggregation supports measurement of the efficiency by which

departments deliver outputs and achieve outcomes.

RECOMMENDATION 40: In line with the 2017-18 and 2018-19 model reports, the
Department of Premier and Cabinet consider disaggregating financial information by output
not objective in future annual reports.

Revenue and expenses

2017-18

In 2017-18 DPC’s output appropriations were $59.6 million or 14.0%%78 higher than

in 2016-17 as a result of new funding received for various programs including: social
service system reform initiatives;$’° the Premier’s Jobs and Investment Fund (PJIF);
the Victorian Pride Centre; and the Self-determination and community infrastructure
initiative.680

676 Department of Premier and Cabinet, Annual Report 2017-18, p. 65. Department of Premier and Cabinet, Annual Report 2018-19,
p. 76.

677 Department of Treasury and Finance, 2077-18 Model Report for Victorian Government Departments, Melbourne, 2018, p. 112.
Department of Treasury and Finance, 20718-19 Model Report for Victorian Government Departments, Melbourne, 2019, p. 108.

678 Department of Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 38 (Committee calculation).

679 DPC’s Annual report 2018-19 states that social service reforms in 2018-19 include ‘providing strategic guidance on key 2018-19
family violence reforms’. Department of Premier and Cabinet, Annual Report 2018-19, p. 23.

680 Department of Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 38.
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In 2017-18 DPC’s grant revenue was $20.5 million or 53.5% higher than in 2016-17,
primarily as a result of Commonwealth and State grants received for:

... various programs such as NDIS Workforce Reforms, Victoria is Hiring, Victorian
Leadership Academy and Community Advancement Fund.%8

In 2017-18 grant expenses increased by $57.4 million or 79.6%°%82 compared to
2016-17. The increased grant expenses related to grant programs for Aboriginal Affairs,
Multicultural Affairs and the Latrobe Valley Authority.583

2018-19

In 2018-19 DPC’s output appropriations were $138.9 million or 28.6%°84 higher than

in 2017-18 as a result of new or additional funding for various initiatives, including:
Pick My Project; the Multicultural Community Infrastructure Program; Service Victoria;
Self-determination and treaty; and PJIF. With regard to this increase in output
appropriations, DPC stated:

There was also unused funding transferred from the previous year for the Victorian Pride
Centre, social service system reform and Multicultural Affairs initiatives that saw an
increase in funding between the two years.58>

In 2018-19 DPC’s grant revenue decreased by $27.6 million or 46.9% compared to
2017-18, primarily due to the transfer of the PJIF (via grants) from the former DEDJTR
to DPC in 2017-18.88% |n contrast, grant expenses in 2018-19 increased by $43.3 million
or 33.4%%87 compared to 2017-18 levels due to an increase in grants activities through
various programs, such as Pick My Project and the PJIF.688 These projects are discussed
in further detail below.

In 2018-19 DPC’s employee benefits expenses increased by $71.5 million or 27.6%58°
compared to 2017-18, primarily due to the November 2018 state election and the
MoG changes that saw the Women’s Policy, Youth and Industrial Relations outputs
transferred to the Department.69°

681 Ibid., p. 39.
682 Ibid., p. 46 (Committee calculation).
683 Ibid., p. 46.
684 Ibid., p. 40 (Committee calculation).
685 Ibid., p. 40.
686 Ibid., p. 41.
687 Ibid., p. 48 (Committee calculation).
688 Ibid., p. 48.
689 Ibid., p. 47 (Committee calculation).
690 Ibid., p. 47.
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FINDING 89: The Department of Premier and Cabinet’s (DPC) output appropriations
and grant expenses increased over the 2017-18 and 2018-19 years as a result of various
grant programs. In 2017-18 DPC’s grant revenue increased primarily due to the transfer
of the Premier’s Jobs and Investment Fund from the former Department of Economic
Development, Jobs, Transport and Resources. In 2018-19 DPC’s employee expenses
increased largely due to the machinery of government transfer of the Women'’s Policy,
Youth and Industrial Relations outputs to the department.

Overall financial performance

Table 10.2 below summarises DPC’s financial performance in 2017-18 and 2018-19.

Department of Premier and Cabinet—Summary of Comprehensive Operating
Statement in 2017-18 and 2018-19

2017-18 2018-19
Controlled items Budget Actual Variance Budget Actual Variance
($ million) ($ million) (%) |($ million) ($ million) (%)
Income from transactions 660.7 590.0 -10.7 746.4 762.4 2.1
Expenses from transactions 666.7 579.9 -13.0 752.5 757.3 0.6
Net results -6.0 10.1 - -6.1 5.1 -

Source: Department of Premier and Cabinet, Annual Report 2017-18, p. 105; Department of Premier and Cabinet, Annual Report
2018-19, p. 7.

FINDING 90: The Department of Premier and Cabinet’s (DPC) comprehensive operating
statement in 2017-18 and 2018-19 reflects a stable financial position as DPC’s overall income
exceeds expenses.

Performance information

DPC achieved or exceeded over 85% of the performance measures published in the
2017-18 and 2018-19 annual reports.69!

691 Department of Premier and Cabinet, Annual Report 2017-18, pp. 77-102. Department of Premier and Cabinet, Annual Report
2018-19, pp. 41-60.
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Figure 10.2 Department of Premier and Cabinet performance measurement results, 2017-18
and 2018-19

2017-18

2018-19

M Performance measures met

B Performance measures not met

percent 0 10 20 30 40 50 60 70 80 90 100

Note: A number of performance measures were not met in 2018-19 due to the State election being held in November 2018.
Department of Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, pp. 74-78.

Source: Department of Premier and Cabinet, Annual Report 2017-18, pp. 77-102; Department of Premier and Cabinet, Annual Report
2018-19, pp. 41-60.

Performance measures that were not met in 2017-18 and 2018-19 include:
e participation of Aboriginal people in Local Aboriginal Networks

» proportion of grants approved that are provided to organisations in regional/rural
areas

* proportion of Independent Broad-based Anti-corruption Commission (IBAC)
investigations into corrupt public sector conduct (excluding police personnel
conduct and police personnel corrupt conduct) completed within 12 months

* complaints resolved within 30 calendar days of receipt by the Victorian
Ombudsman

* timeline agreed by Freedom of Information (FOI) applicants for completion of
reviews is met.892

10.6 Key issues

10.6.1 Output funding not spent

In its Report on the 2016-17 Financial and Performance Outcomes, the Committee
recommended:

Recommendation 31: Where significant proportions of output funding are not spent
in a year and carried forward to the subsequent year, the Department of Premier
and Cabinet outline the underlying reasons for the under-spend in the annual report,

692 Department of Premier and Cabinet, Annual Report 2017-18, pp. 77-102. Department of Premier and Cabinet, Annual Report
2018-19, pp. 41-60.
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together with a discussion on the subsequent impact on the delivery of services and
outcomes for that year.693

The Government supported this recommendation and DPC’s response to the
Committee’s questionnaire provided the following update on the implementation of
the recommendation:

DPC has commenced outlining underlying reasons for any significant proportions of
output funding under-spend in its annual report.694

The Committee acknowledges that DPC’s Annual Report 2018-19 outlines the
underlying reasons for underspends in output funding. For example in 2018-19 under
the ‘Aboriginal policy, strengthening Aboriginal cultural heritage and communities’
output, the total output cost was $10.1 million lower than the target. DPC explains that
this underspend was:

... due to delays in completing treaty and self-determination initiatives and establishing
the Munarra Centre for Regional Excellence.6%

However the Committee notes that DPC’s Annual Report 2018-19 does not outline
the impact on the delivery of services and outcomes for the underspends in output
funding, as recommended by the Committee. With regard to this recommendation, in
its response to the Committee’s questionnaire DPC recommended:

... the Department of Treasury and Finance incorporate this recommendation in the
2019-20 Model Report for Victorian Departments.6%

The Committee endorses this suggestion and makes the following recommendation:

RECOMMENDATION 41: The Department of Treasury and Finance consider amending
the Model Report to require departments to outline in their annual reports the underlying
reasons for significant proportions of output funding not being spent in a year and carried
forward, and the subsequent impact on the delivery of services and outcomes for that year.

693 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2016-17 Financial and Performance Outcomes,
May 2018, p. 132.

694 Department of Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 88.

695 Department of Premier and Cabinet, Annual Report 2018-19, p. 48.

696 Department of Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 88.
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Reporting on outcomes of projects funded by grant initiatives
and investment funds

Pick My Project

Pick My Project is a $30 million community grants initiative that allowed Victorians to
submit ideas from 21 May to 8 July 2018 for local community projects that were then
chosen by the public through an online vote.®? DPC monitored the performance of the
Pick My Project initiative in 2018-19 through the following performance measures:

* number of eligible ideas for Pick My Project

« total number of votes for eligible ideas for Pick My Project.69%8

In 2018-19 DPC exceeded both performance measures with 2,299 eligible ideas
submitted for projects (15% above target) and 286,000 votes being made for projects
(91% above target).8?® DPC’s response to the Committee’s questionnaire also advised
that in 2018-19:

* approximately 10,000 Victorians had engaged with the Pick My Project initiative

e 237 grants had been administered to successful project ideas, of which 51 had been
completed.700

In describing the outcomes achieved by the Pick My Project initiative, DPC stated:

... projects are delivering a range of outcomes in their local communities including
education and training programes, infrastructure, support and health services, connection
and inclusion programs, multicultural events, festivals and much more.”®

The Committee notes that the ‘Pick My project’ website contains detailed information
about successful project ideas, including their location, the number of votes received,
the amount of funding provided and what the project seeks to achieve.’02

Premier’s Jobs and Investment Fund

The Premier’s Jobs and Investment Fund (PJIF) was extended in the 2018-19 Budget
with an allocation of $10 million.”®3 The Fund supported a range of projects which
contributed to industry growth and job creation across emerging and high-growth

697 Department of Premier and Cabinet, Pick My Project, <https://pickmyproject.vic.gov.au> accessed 29 May 2020. Department
of Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire, p. 8.

698 Department of Premier and Cabinet, Annual Report 2018-19, p. 44.
699 Ibid.

700 Department of Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 8.

701 Ibid.
702 Department of Premier and Cabinet, Pick My Project.

703 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, Melbourne, 2019, p. 102.
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industries in Victoria.”® In responding to the Committee’s questionnaire, DPC noted the
planned outcomes of the PJIF are:

To support the Government’s economic development priorities to build a strong
economy, improve economic growth and create more jobs.”%

While no performance measures have been set to assess the PJIF, DPC’s response to
the Committee’s questionnaire explains that in 2018-19, 11 initiatives totalling $10 million
were approved from the PJIF funding allocation.”®® As stated above, this included a
variety of initiatives such as development of the MyVictoria website and supporting
cross portfolio action to strengthen the State’s international engagement, through the
India and China strategies.”®?

The Committee notes that unlike the Pick My Project website, information about the
successful projects funded by the PJIF, their location, the amount of funding received
and what the projects seek to achieve is not publicly available.

Similarly, DPC’s performance measures do not reflect the outcomes achieved by grant
programs such as PJIF and Pick My Project.

RECOMMENDATION 42: For all future projects funded by grant initiatives and
investment funds, the Department of Premier and Cabinet consider developing and
publishing performance measures to evaluate the outcomes delivered to the community by
the projects.

LGBTIQ Community Grants Program

The 2016-17 Budget invested $4 million over four years for an LGBTIQ Community
Grants Program.’%8 [n 2016-17, 2017-18 and 2018-19 the target for the ‘Proportion of
LGBTIQ grant program recipients who met or exceeded agreed outcomes’ performance
measure was 85%. For three years the actual result has not been reported.”0?

DPC’s Annual Report 2016-17 stated:

The 2016-17 actual is not able to be reported because the grant application, assessment
and awarding process has only recently been completed. Funding has now been
provided to recipients and reporting will take place at six-monthly intervals.”"©

704 Department of Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 1.

705 Ibid., p.16.
706 Ibid., p. 48.
707 lbid., p.16.

708 Parliament of Victoria, /Inquiry into the 2018-19 Budget Estimates Presentation—Martin Foley MP, Minister for Equality, 2018,
p.7

709 Department of Premier and Cabinet, Annual Report 2016-17, Melbourne, 2017, p. 18. Department of Premier and Cabinet,
Annual Report 2017-18, p. 32. Department of Premier and Cabinet, Annual Report 2018-19, p. 51.

710 Department of Premier and Cabinet, Annual Report 2016-17, p. 18.
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DPC’s Annual Report 2017-18 stated:

The 2017-18 actual is not able to be reported at the time of publication due to the
reporting timeline for this grants cycle. Data for this performance measure is not
required from recipients until later in 2018-19. The actual will be reported on DPC’s
website when available.”"

DPC’s Annual Report 2018-19 also stated that is was unable to report the actual ‘due to
a significant proportion of grant recipients still delivering on funded activities’.”"?

The actual results against this performance measure for 2016-17, 2017-18 and 2018-19
are not reported on DPC’s website.”’

The Committee understands that the ‘Proportion of LGBTIQ grant program recipients
who met or exceeded agreed outcomes’ performance measure aims to assess the
quality of the grant funding to deliver outcomes for LGBTIQ Victorians. However

to assess the quality of the outcomes being delivered from the grant program, it is
important to understand the organisations and projects that have received LGBTIQ
grant program funding and what such funding is being used for.

DPC’s website provides a list of the successful LGBTIQ grant recipients for 2018-19, by
organisation, location, allocation and a short description of what the grant funds will be
used for. The Committee notes that the same information for the projects that received
funding in 2016-17 and 2017-18 is not published on DPC’s website or accounted for in
DPC’s annual reports.”*

FINDING 91: Information about the organisations and projects that received LGBTIQ grant
program funding is only available for the 2018-19 year.

RECOMMENDATION 43: The Department of Premier and Cabinet consider publishing on
its website details about the organisations and projects that received LGBTIQ grant program
funding (including the amount allocated) in 2016-17 and 2017-18.

711 Department of Premier and Cabinet, Annual Report 2017-18, p. 32.
712 Department of Premier and Cabinet, Annual Report 2018-19, p. 51.

713 Department of Premier and Cabinet, LGBT/Q Community Grants Program: Organisational Grants 29 November 2019,
<https:/www.vic.gov.au/lIgbtig-community-grants-program-organisational-grants> accessed 29 May 2020.

714 Department of Premier and Cabinet, Successful Recipients: LGBTIQ Organisational Grants Program, 29 November 2019,
<https:/www.vic.gov.au/successful-recipients-LGBTIQ-organisational-grants> accessed 29 May 2020.
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Women in Construction Strategy

The 2018-19 Budget allocated $500,000 for the development of a Women in
Construction Strategy.”” The strategy aims to support:

e Attraction: break down barriers that prevent girls and women considering trades
and other roles within the industry; and develop pathways for women to enter the
construction industry and develop a career or move from semi-skilled roles within
the industry to skilled and trade roles

e Recruitment: improve recruitment practices to help more women obtain trade and
semi-skilled roles in the industry

* Retention: create a culture of gender equality in the construction industry.”'

DPC’s response to the Committee’s questionnaire on completed initiatives from the past
budgets states:

Following implementation of the Women in Construction Strategy, in conjunction with
the Building Industry Consultative Council, a structured program will be developed to
increase the proportion of women working in the construction industry.””

While the strategy was published in October 201978 and will be implemented in
2019-20,7 the Committee notes that performance measures to assess the outcomes
of the strategy have not been set.”20

RECOMMENDATION 44: The Department of Premier and Cabinet consider developing
performance measures to assess the outcomes of the Women in Construction Strategy

in terms of the attraction, recruitment and retention of women within the construction
industry.

Multicultural grant funding provided to regional and rural areas

The Multicultural affairs policy and programs output provides policy advice on
multicultural affairs and social cohesion in Victoria and supports Victoria’s whole of
government approach to multiculturalism.”?

715 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 10.
716 Department of Premier and Cabinet, Annual Report 2018-19, p. 27.

717 Department of Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 14.

718 Ibid.
719 Department of Premier and Cabinet, Annual Report 2018-19, p. 27.

720 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 139. Department of Treasury and Finance,
Budget Paper No. 3 Service Delivery 2019-20 Melbourne, 2019.

721 Department of Premier and Cabinet, Annual Report 2018-19, p. 49.
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In both 2017-18 and 2018-19 there was a -30% and a -35% variance between the targets
and the actuals for the ‘Proportion of approved grant funding provided to organisations
in regional/rural areas’ performance measure. Victoria’s multicultural grant program
supports communities to:

* Celebrate and share their culture and traditions

e Build social and cultural connections, community partnerships and leadership
e Improve multicultural community infrastructure

* Better engage and support newly arrived refugees and asylum seekers

» |dentify and respond to racial and religious intolerance.”??

With regard to the 2017-18 result, DPC’s Annual Report 2017-18 and response to the
Committee’s questionnaire stated:

The lower 2017-18 actual was due to a decline in grant applications from regional
organisations in 2017-18, which led to a fewer number of approvals. Regional
applications are prioritised in the assessment process.”?3

With regard to the 2018-19 result, DPC’s Annual Report 2018-19 and response to the
Committee’s questionnaire stated:

The 2018-19 full-year actual is lower than the 2018-19 target due to a smaller than
expected application rate from regional and rural communities to portfolio grant
programs.’?*

FINDING 92: While regional grant applications made under the multicultural grant
program are a priority in the assessment process, grant applications from regional and rural
communities to fund multicultural programs have declined across 2017-18 and 2018-19.

RECOMMENDATION 45: The Department of Premier and Cabinet consider developing
targeted initiatives to assist regional and rural communities apply for multicultural grants.

722 Department of Premier and Cabinet, Grants to Support Multicultural Communities, 26 May 2020,
<https:/www.vic.gov.au/grants-support-multicultural-communities> accessed 29 May 2020.

723 Department of Premier and Cabinet, Annual Report 2017-18, p. 29. Department of Premier and Cabinet, Response to the
2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire, p. 71.

724 Department of Premier and Cabinet, Annual Report 2018-19, p. 49. Department of Premier and Cabinet, Response to the
2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire, p. 77.
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Aboriginal cultural heritage and communities

The Aboriginal policy, strengthening Aboriginal cultural heritage and communities
output:

... protects and manages Aboriginal cultural heritage; strengthens Aboriginal
community organisation; and builds community engagement to improve long-term
social and economic outcomes for Aboriginal Victorians, including working towards
treaty.”?5

In 2017-18 and 2018-19 a number of performance measures under this output were not
met. For example:

* In 2017-18 and 2018-19 there was a -10% variance between the target and the
actual for the ‘Participation of Aboriginal people in Local Aboriginal Networks
(number)’ performance measure.’?6 DPC stated that the actual result ‘reflects
periodic fluctuations in participation that have been evident over the medium
term’.72? DPC also identified the Victorian Local Aboriginal Networks as one of its
lowest performing programs in 2017-18 and explained that ‘[t]he outcome was not
achieved due to turnover.728

e In 2018-19 there was a -78% variance between the target and the actual result for
the ‘Funding payments for the Investing in Leadership and Governance initiative
made in accordance with milestones’ performance measure.”?® DPC stated that
the lower actual is ‘due to the existing funding program failing to meet current and
emerging governance needs of the Aboriginal sector’.730 DPC also identified the
Investing in Leadership and Governance initiative as one of its lowest performing in
2018-19 for the reasons stated above.”®

e In 2018-19 there was a -15% variance in 2018-19 between the target and the actual
figure for the ‘Capacity-building activities provided for traditional owners and
Aboriginal community organisations (number)’ performance measure.’32 DPC stated
that the lower actual is ‘due to the reduction in activities over time due to managing
the current and emerging needs of the Aboriginal sector’.”33

FINDING 93: The results for a number of performance measures under the Department
of Premier and Cabinet’s Aboriginal policy, strengthening Aboriginal cultural heritage and
communities output were below target in 2017-18 and 2018-19, largely due to the difficulty
in managing the current and emerging needs of the Aboriginal sector.

725 Department of Premier and Cabinet, Annual Report 2018-19, p. 47.

726 Department of Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, pp. 70, 76.

727 Ibid.
728 Ibid. p. 22.
729 Ibid., p. 76.
730 Ibid.
731 Ibid. p. 23.
732 Ibid., p. 76.
733 Ibid.
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Public sector integrity

DPC’s Public sector integrity output provides:

... oversight and investigations of complaints concerning corrupt conduct, police
personnel conduct, administrative actions, local councillor conduct, alleged breaches
of privacy and freedom of information.”34

Through agencies such as the Independent Broad-based Anti-corruption Commission
(IBAC), it aims to enhance and protect data security, promote integrity and
transparency in government, and facilitate advice and education to the public sector
on these matters.”?>

Independent Broad-based Anti-corruption Commission investigations
completed within 12 months

Under the Public sector integrity output, the quantity performance measure—
proportion of Independent Broad-based Anti-corruption Commission (IBAC)
investigations into corrupt public sector conduct completed within 12 months—was
20% below target in 2017-18 and 44% below target in 2018-19.73¢ DPC’s Annual Report
2017-18 and DPC’s response to the Committee’s questionnaire stated:

The 2017-18 actual is lower than the target due to a number of ongoing complex
investigations into the public sector that were finalised in the reporting period and took
longer than 12 months to complete.”’

DPC’s Annual Report 2018-19 and DPC’s response to the Committee’s questionnaire
explained:

The 2018-19 full-year actual is lower than the 2018-19 target due to an increase in the
number of ongoing complex investigations.”38

Similarly under this output, the quantity performance measure—proportion of IBAC
investigations into police personnel conduct and policy personnel corrupt conduct
completed within 12 months—was 56% below target in 2018-19.73° DPC’s Annual Report
2018-19 stated:

The 2018-19 full-year actual is lower than the 2018-19 target due to an increase in the
number of ongoing investigations. Over half of the investigations conducted involved
charges and disciplinary hearings, which extend the investigation timeframe.”40

734 Department of Premier and Cabinet, Annual Report 2018-19.
735 Ibid.
736 Ibid., p. 58.

737 Department of Premier and Cabinet, Annual Report 2017-18, p. 37. Department of Premier and Cabinet, Response to the
2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire, p. 72.

738 Department of Premier and Cabinet, Annual Report 2018-19, p. 58.
739 Ibid.
740 Ibid.
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Completion of reviews requested by Freedom of Information applicants

Under the Public sector integrity output, the timeliness performance measure—Timeline
agreed by Freedom of Information (FOI) applicants for completion of reviews is met—
was 30% below target in 2017-18 and 73% below target in 2018-19.741

DPC’s Annual Report 2017-18 and DPC’s response to the Committee’s questionnaire
stated:

The 2017-18 actual is lower than the target due to an ongoing trend of increasing

FOI review service demand and a focus by OVIC [Office of the Victorian Information
Commissioner] on resolving older outstanding matters, which is reflected in the age of
matters that are being completed.’2

DPC’s Annual Report 2018-19 and DPC’s response to the Committee’s questionnaire
stated:

The 2018-19 full-year actual is lower than the 2018-19 target due to focusing on the
number of reviews completed and completing older reviews.”*3

FINDING 94: Performance under the public sector integrity output was below expectations
across 2017-18 and 2018-19 in terms of the proportion of Independent Broad-based
Anti-corruption Commission (IBAC) investigations completed within 12 months and
completion of reviews requested by Freedom of Information (FOI) applicant within agreed
timeliness. DPC advised that this was largely because of the number of complex IBAC
investigations and a focus on completing older FOI reviews.

Objective indicators

The effectiveness of a department in delivering on its objectives is assessed through the
reporting of objective indicators.”*4 DPC’s 2017-18 and 2018-19 annual reports do not
include metrics for measuring progress against the Department’s objective indictors.”4>

In response to the Committee’s questionnaire DPC stated that the data against
objective indicators across 2017-18 and 2018-19 is ‘not yet available’ and that:

DPC will continue to review its objective indicators to ensure utility in reporting on
DPC’s progress in the achievement of strategic objectives. DPC will also continue work
to determine suitable metrics for measuring progress.’4é

741 Department of Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, pp. 73, 78.

742 Department of Premier and Cabinet, Annual Report 2017-18, p. 38. Department of Premier and Cabinet, Response to the
2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire, p. 73.

743 Department of Premier and Cabinet, Annual Report 2018-19, p. 59. Department of Premier and Cabinet, Response to the
2017-18 and 2018-19 Financial and Performance Outcomes General Questionnaire, p. 78.

744 Department of Treasury and Finance, 2018-19 Model Report for Victorian Government Departments, p. 13.
745 Department of Premier and Cabinet, Annual Report 2017-18. Department of Premier and Cabinet, Annual Report 2018-19.

746 Department of Premier and Cabinet, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, pp. 79-80.
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RECOMMENDATION 46: The Department of Premier and Cabinet consider establishing
metrics for measuring progress or outcomes against the department’s objective indictors
and include this data in the Department’s 2020-21 annual report.

10.8 Machinery of government changes—Industrial
Relations, Women and Youth portfolios

DPC’s response to the questionnaire lists ‘Machinery of Government (MoG) changes
to the Victorian Public Sector’ as one of its significant challenges for 2018-19.747 On
1 January 2019 as a result of MoG changes, the Industrial Relations portfolio was
transferred to DPC from the former Department of Economic, Development, Jobs,
Transport and Resources (DEDJTR); and the Women and Youth portfolios were
transferred to DPC from the Department of Health and Human Services (DHHS).748

While MoG changes are a key driver of organisational change within the Government,
Parliamentary Committees, particularly PAEC, have a history of scrutinising the costs
and benefits of such changes. For example, the Committee’s Report on the 2015-16
Budget Estimates recommended:

The Department of Treasury and Finance update the Model Report to require

all departments to report any costs and benefits in a year as a result of
machinery-of-government changes in their annual reports. The updated report should
include guidance so that the data in annual reports are provided on a consistent basis
across departments.74?

The Government supported this recommendation in principle and explained:

Costs and benefits resulting from implementation of ... MoG ... changes include some
elements that are quantifiable while others are difficult to quantify. The Government
supports reporting those elements that are quantifiable, namely direct costs that can
be solely attributed to implementing MoG changes. By contrast, indirect costs which
comprise predominantly staff time would be difficult to quantify. Benefits would also
be difficult to quantify and may not occur until future years, presenting a challenge to
measure consistently across departments.’>°

The Legal and Social Issues Committee (LSIC) conducted an inquiry into MoG
changes following the 2014 election. The Committee found that there was ‘very little
guidance for departments in Victoria in relation to tracking ... MoG ... costs’ resulting
in ‘inconsistent and incomplete reporting of associated expenditure and outcomes.’”>!

747 1bid., p. 82.
748 Department of Premier and Cabinet, Annual Report 2018-19, p. 12.

749 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2015-16 Budget Estimates, November 2015,
p. 142.

750 Government of Victoria, Response to the Parliament of Victoria, Public Accounts and Estimates Committee, Report on the
2015-16 Budget Estimates, 4 May 2016, p. 14.

751 Parliament of Victoria, Legislative Council, Legal and Social Issues Committee, /nquiry into Machinery of Government Changes,
May 2016, p. vii.
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LSIC recommended that DTF or the Department of Premier and Cabinet (DPC), with
advice from the Victorian Auditor-General’s Office, develop:

e Guidelines to enable the clear and consistent reporting of machinery of government
costs and benefits in victoria

* A set of consistent guidelines to track the costs and outcomes of any machinery of
government changes.”>?

LSIC also recommended that MoG ‘reporting be required in each Department’s annual
report’.7>3

The Government supported all of these recommendations either fully or in principle,
stating that guidelines would be developed to ‘produce an estimate of the direct costs
of proposed MoG changes’ to ‘enable the consistent tracking and reporting of direct
costs and outcomes’.”>4 The response further outlined:

DTF, in consultation with DPC, will develop the necessary changes to (WoVG) [Whole
of Victorian Government] annual reporting frameworks to require reporting the direct
costs and outcomes of MoG changes.’s>

The Committee notes that the 2078-19 Model Report for the Victorian Government
Departments provides guidance on the reporting of the ‘direct costs attributable to
machinery of government changes’, including: consultants and contractors, relocation,
telephony, IT and records management, rebranding, redundancies, new staff, and
anticipated future costs.”® The model report does not provide guidance on reporting of
the benefits or outcomes of MoG changes.

With regard to the transfer of the Industrial Relations, Women and Youth portfolios
to DPC, the Committee notes that DPC’s Annual Report 2018-19 does not include
information about any costs, benefits or outcomes associated with this 2019 MoG
change.

The Department of Justice and Community Safety (DJCS) was the only department to
outline direct costs as a result of the 2019 MoG changes in its Annual Report 2018-19.757

752 Ibid.

753 Ibid., p. ix.

754 Government of Victoria, Response to the Parliament of Victoria, Legislative Council, Legal and Social Issues Committee,
Inquiry into Machinery of Government Changes, 8 November 2016, pp. 1-3.

755 |bid.

756 Department of Treasury and Finance, 2018-19 Model Report for Victorian Government Departments, p. 16.

757 Department of Justice and Community Safety, Annual Report 2018-19, Melbourne, 2019, p. 15. Identifiable direct costs
attributable to machinery of government change: In 2018-19, the government restructured some of its activities via a
machinery of government (MOG) change in relation to racing and adoption services taking effect from 1 January 2019 and
countering violent extremism taking effect from 11 February 2019. As a result of these MOG changes, the department incurred
direct costs in 2018-19 of $0.11 million and anticipated future costs of $0.07 million that were attributable to the MOG changes
and mainly relate to setting up the new employees access to the department’s Information and Communication Technology
(ICT) systems.
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FINDING 95: Of all (nine) Victorian Government departments that were impacted by 2019
machinery of government changes, only the Department of Justice and Community Safety
outlined identifiable direct costs attributable to the changes in its Annual Report 2018-19 in
line with the model report.

RECOMMENDATION 47: The 2019-20 Model Report for the Victorian Government
Departments consider including guidance on the reporting of the benefits or outcomes of
Machinery of Government changes.
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11 Department of Treasury and
Finance

Findings

96. The Department of Treasury and Finance identified the following program
highlights—producing key financial and economic publications for the State and
introducing the Social Procurement Framework.

97. The Department of Treasury and Finance’s actual output expenditure in 2018-19
was higher than budgeted. This variance is mainly attributable to the overspend
on the delivery of the outputs Budget and Financial Advice output, Economic and
Policy Advice, Services to Government and the transfer of Invest Victoria from
Department of Economic Development, Jobs, Transport and Resources to the
Department of Treasury and Finance.

98. In 2017-18 output appropriations were lower compared to 2016-17 largely due
to land remediation obligations.”®® In 2018-19 output appropriations were higher
compared to 2017-18 largely due to the machinery of government transfer of Invest
Victoria into the Department of Treasury and Finance and an increase in the Capital
Asset Charge.”?

99. The Department of Treasury and Finance (DTF) comprehensive operating
statement in 2017-18 and 2018-19 reflects a stable position as DTF’s overall income
exceeded expenses.

100. The Committee notes that Treasury Corporation of Victoria’s (TCV) net profit of
$41.7 million in 2015-16 was retained by TCV to support capital needs relating to the
Port of Melbourne Corporation. However the net profits of $83.3 million in 2016-17
and $49.7 million in 2017-18 were paid as dividends.

11.1 Overview

The Department of Treasury and Finance (DTF) is responsible for providing leadership
in economic, financial and resource management to the Government. DTF currently
supports the ministerial portfolios of the Treasurer, the Assistant Treasurer and
Economic Development. Before 1 January 2019 the portfolio of the Assistant Treasurer
was called the Finance portfolio.

758 Department of Treasury and Finance, Annual Report 2017-18, Melbourne, 2018, p. 36.
759 Department of Treasury and Finance, Annual Report 2018-19, Melbourne, 2019, p. 37.
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DTF’s objectives are to:
» optimise Victoria’s fiscal resources
e strengthen Victoria’s economic performance

* improve how the Government manages its balance sheet, commercial activities
and public sector infrastructure

» deliver efficient whole of government common services to the Victorian public
sector

* ensure DTF and its people have the capability to serve Government.”60

1.2 Outcomes in the community across 2017-18 and
2018-19

The Committee’s questionnaire asked departments to outline the five programs that
delivered the most important outcomes in the community. The programs identified by
DTF included:

* producing key financial and economic publications for the State, including the
delivery of State’s annual budgets

* developing initiatives to support the Government’s Homes for Victorians housing
strategy

* housing programs including the Social Housing Growth Fund and implementing the
HomesVic Shared Equity Initiative

* introducing the Social Procurement Framework in partnership with the Department
of Economic Development, Jobs, Transport and Resources and the launching of
DTF’s Social Procurement Framework

« commencing the Government’s 2019-20 Base and Efficiency Review program.’¢!

FINDING 96: The Department of Treasury and Finance identified the following program
highlights—producing key financial and economic publications for the State and introducing
the Social Procurement Framework.

760 lbid., p.1.

761 Department of Treasury and Finance, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, received 13 December 2019, pp. 1-5.
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1.3 Challenges

In both 2017-18 and 2018-19 DTF identified implementing new technology and
supporting flexible work environment as challenges. The other challenges DTF
experienced include:

¢ in2017-18:

— attraction and retention of capable staff

— improving leadership capability

— supporting a diverse and inclusive workplace culture.
¢ in2018-19:

— challenging fiscal environment

— integrating Invest Victoria within DTF

- workload management.’62
1.4 Financial analysis

n.4.1 Expenditure

The 2017-18 Budget allocated $294.3 million.”63 Actual expenditure for the year was
$303.7 million representing a 3.2% or a $9.4 million variance.”®4

The 2018-19 Budget allocated was $348.2 million.”65 Actual expenditure for the year was
$403.8 million representing a 16.0% or a $55.6 million variance.”6¢

762 Ibid., p. 64.

763 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, Melbourne, 2019, p. 320. This amount
represents output funding.

764 Department of Treasury and Finance, Annual Report 2018-19, pp. 58-9 (Committee calculation).

765 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 320. This amount represents
output funding.

766 Department of Treasury and Finance, Annual Report 2018-19, pp. 58-9 (Committee calculation).
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Figure 11.1
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Department of Treasury and Finance variances in output expenditure, 2017-18 and
2018-19

2017-18
A $9 million
2018-19 B Budget
A $56 million B Actual
404
B Variance

$million 0 50 100 150 200 250 300 350 400 450 500 550

Source: Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 320. Department of Treasury and
Finance, Annual Report 2017-18, pp. 20-28 Department of Treasury and Finance, Annual Report 2018-19, pp. 19-29.

In 2017-18 the variance of $9.4 million or 3.2% was mainly caused by overspends in the
following outputs: Economic and Policy Advice; Economic Regulatory Services and
Budget and Financial Advice.

In 2018-19 the variance of $55.6 million or 16% was mainly caused by the transfer

of Invest Victoria from the Department of Economic Development, Jobs, Transport
and Resources to DTF and overspends on the following outputs: Budget and Financial
Advice; Economic and Policy Advice and Services to Government. These overspends
were partially offset by an underspend on the Commercial and Infrastructure Advice
output.

Table 11.1 shows DTF’s expenditure by output in 2017-18 and 2018-19 and relevant
variances between the Budget and actual expenditure.
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Table 11.1 Department of Treasury and Finance expenditure by output in 2017-18 and

2018-19
2017-18 2018-19
Output Budget Actual Variance Budget Actual Variance
($ million) ($ million) (%) | ($ million) ($ million) (%)

Budget and Financial Advice 27.6 29.7 7.6 26.1 31.9 22.2
Revenue Management and 105.5 106.1 0.6 128.8 135.1 4.9
Administrative Services to

Government

Economic and Policy Advice 26.2 28.7 9.5 27.1 31.0 14.4
Economic Regulatory Services 22.8 24.4 7.0 26.5 23.9 -9.8
Invest Victoria - - - - 45.4 -
Commercial and Infrastructure 70.9 74.5 5.1 79.1 61.0 -22.9
Advice

Services to Government 41.3 40.3 -2.4 60.6 75.5 24.6
Total 294.3 303.7 3.2 348.2 403.8 16.0

Source: Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 320; Department of Treasury and
Finance, Annual Report 2017-18, pp. 20-28; Department of Treasury and Finance, Annual Report 2018-19, pp. 19-29

FINDING 97: The Department of Treasury and Finance’s actual output expenditure in
2018-19 was higher than budgeted. This variance is mainly attributable to the overspend
on the delivery of the outputs Budget and Financial Advice output, Economic and Policy
Advice, Services to Government and the transfer of Invest Victoria from Department of
Economic Development, Jobs, Transport and Resources to the Department of Treasury
and Finance.

Disaggregated financial information

The Committee notes that DTF’s 2017-18 and 2018-19 annual reports present
disaggregated financial information by objective, not output.”’s” Model reports are
produced by DTF to assist Victorian government departments and other public sector
entities with the planning and preparation of disclosures in their annual reports. With
specific reference to Section 4 ‘Disaggregated financial information by output’ the
2017-18 and 2018-19 model reports state:

This section disaggregates revenue and income that enables the delivery of services
(described in Section 2) by output and records the allocation of expenses incurred
(described in Section 3) also by output, which form part of controlled balances of the
Department.768

767 Department of Treasury and Finance, Annual Report 2017-18, pp. 55-8; Department of Treasury and Finance, Annual Report
2018-19, pp. 57-61.

768 Department of Treasury and Finance, 2077-18 Model Report for Victorian Government Departments, Melbourne, 2018, p. 112;
Department of Treasury and Finance, 20718-19 Model Report for Victorian Government Departments, Melbourne, 2019, p. 108.
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11.4.2
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This level of disaggregation supports measurement of the efficiency by which
departments deliver outputs and achieve outcomes.

RECOMMENDATION 48: In line with the 2017-18 and 2018-19 Model Reports, the
Department of Treasury and Finance consider disaggregating financial information by
output not objective in future annual reports.

Revenue

In 2017-18 DTF’s output appropriations’®® were $53 million or 15.0% lower than
2016-17.770 This was largely driven by a one-off appropriation of $65 million for land
remediation at the former Fitzroy Gasworks in 2016-17. It was offset by a $12 million
appropriation for the State Revenue Office’s (SRO) biennial municipal valuations in
2017-18.77

In 2018-19 DTF’s output appropriations were $102.6 million or 34.2% higher than
2017-18.772 This was mainly driven by the incorporation of Invest Victoria into DTF and
‘higher Capital Asset Charge (CAC) arising from higher asset valuations in 2016-17".773
Invest Victoria was transferred to DTF on 1 January 2019 as a result of machinery of
government changes. In addition to the higher output appropriations this transfer also
resulted in DTF’s employee benefits expenditure for 2018-19 being $15.5 million or 10.1%
higher than the budget estimate.”74

FINDING 98: In 2017-18 output appropriations were lower compared to 2016-17 largely
due to land remediation obligations.””> In 2018-19 output appropriations were higher
compared to 2017-18 largely due to the machinery of government transfer of Invest Victoria
into the Department of Treasury and Finance and an increase in the Capital Asset Charge.”7¢

769 Department of Treasury and Finance, Budget Operations Framework: for Victorian Government Departments, Melbourne,
2017. Output appropriation is provided to departments by government as payment for the production of agreed services and
outputs.

770 Department of Treasury and Finance, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, pp. 22-3 (Committee calculation).

771 1bid., pp. 22-3.
772 lbid., p. 24 (Committee calculation).

773 lbid., p. 24; Department of Treasury and Finance, Annual Report 2018-19, p. 63. CAC is a revenue that represents the amount
levied by the State on departments and relevant agencies for the opportunity cost of capital used in service delivery.

774 Department of Treasury and Finance, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 31 (Committee calculation).

775 Department of Treasury and Finance, Annual Report 2017-18, p. 36.
776 Department of Treasury and Finance, Annual Report 2018-19, p. 37.
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1.4.3 Overall financial performance

Table 11.2 below summarises DTF’s financial performance in 2017-18 and 2018-19.

Table 11.2 Department of Treasury and Finance—Summary of Comprehensive Operating
Statement in 2017-18 and 2018-19

2017-18 2018-19
Controlled items Budget Actual Variance Budget Actual Variance
($ million) ($ million) (%) |($ million) ($ million) (%)
Income from transactions 501.6 518.8 3 573.7 637.2 11
Expenses from transactions 498.5 515.2 3 565.6 620.6 10
Net result 3.1 3.6 - 8.1 16.6 -

Source: Department of Treasury and Finance, Annual Report 2017-18, p. 30. Department of Treasury and Finance; Annual Report
2018-19, p. 31; Department of Treasury and Finance, Budget Paper No. 5 Statement of Finances 2018-19, p. 121

FINDING 99: The Department of Treasury and Finance (DTF) comprehensive operating
statement in 2017-18 and 2018-19 reflects a stable position as DTF’s overall income exceeded
expenses.

11.5 Performance information

DTF achieved or exceeded 80% of the performance measures published in the 2017-18
and 2018-19 annual reports.””?

Figure 11.2 Department of Treasury and Finance performance measurement results in 2017-18
and 2018-19

2017-18

2018-19

M Performance measures met

B Performance measures not met

percent 0 10 20 30 40 50 60 70 80 90 100

Source: Department of Treasury and Finance, Annual Report 2018-19, pp. 20-29; Department of Treasury and Finance, Annual
Report 2017-18, pp. 21-28.

777 lbid., pp. 20-9.
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The targets and the actuals for the following performance measures exceeded a -30%
variance in both 2017-18 and 2018-19: ‘Price approvals of regulated businesses’ and
‘Registration and accreditation decisions/approvals in relation to the Victorian Energy
Efficiency Target Scheme’.””8 However the Committee notes that the 2019-20 Budget
lowered the targets for these performance measures to reflect:

*  The number of businesses required to submit annual price or tariff proposals,
consistent with the 2013 Determinations made by the Essential Services Commission

e The change in the Victorian Energy Upgrade market resulting in fewer activities
being submitted for approval which is consistent with 2017-18 and 2018-19.77°

Key issues

Outlined below are the key issues the Committee identified from its review of DTF’s
2017-18 and 2018-19 annual reports and DTF’s response to the Committee’s 2017-18 and
2018-19 financial and performance outcomes questionnaire.

Funding for outputs where performance measures were not
met

Revenue certification is the process by which a department submits an invoice to
DTF to request the funding provided to deliver outputs and assets.”8® The Resource
Management Framework (RMF)—a governance and operational framework for public
sector accountability that underpins resource management, budgeting and reporting
processes—states:

On receipt of each revenue certification invoice, DTF assesses actual departmental
output performance against agreed performance measures based on output delivery.
In the event that assessment at output level may be deemed inappropriate, DTF and
the department may agree on alternative, suitable and appropriate performance
information that could be used as the basis for revenue certification.”®

The following outputs were assessed by DTF as not having met their performance
measures and the initial revenue invoice was certified by DTF.782

778 Department of Treasury and Finance, Annual Report 2017-18, p. 25; Department of Treasury and Finance, Annual Report
2018-19, p. 24.

779 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 360.

780 Department of Treasury and Finance, The Resource Management Framework: for Victorian Government Departments,
Melbourne 2019, p. 8.

781 Ibid., p. 93.

782 Ibid. The Resource Management Framework (RMF) outlines that on receipt of a revenue certification invoice, DTF assesses
actual departmental output performance against agreed performance measures based on output delivery. In the event that
assessment at output level may be deemed inappropriate, DTF and the department may agree on alternative, suitable and
appropriate performance information that could be used as the basis for revenue certification.
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Bus and train services

In 2017-18 DTF certified $7.5 billion for the provision of the Bus Services and Train
Services outputs; plus $1.8 billion for additions to the net asset base and $67.7 million
for payments made on behalf of the State relevant to these outputs.’®3 This makes up
approximately 16% of the total 2017-18 State Budget.’84

The performance measures not met under the Bus Services output include passengers
carried for metropolitan and regional bus services. These measures were not met
largely due to ‘the impact of infrastructure upgrade[s] causing network disruptions’ and
‘the implementation of a new, more accurate methodology for measuring regional bus
patronage’.’8

The performance measures not met under the Train Services output included major
periodic maintenance works completed against the plan for the metropolitan train
network; and service punctuality for regional train services. These measures were not
met as ‘maintenance works [were] rescheduled to align with approved major project
schedules to reduce passenger impact’ and ‘due to infrastructure faults, train faults and
heat related speed restrictions’.”8¢

With regard to the evidence base used by DTF to certify the initial invoice relevant to
the Bus and Train Services outputs, DTF stated:

While there were some performance measures that DTF assessed as not being met, the
associated invoice was fully certified as the relevant service delivery occurred and the
majority of performance measure targets within the outputs were achieved or within a
5 per cent variance.”®’

Infringements and warrants

In 2017-18 DTF certified $6.6 billion for the provision of the Infringements and
warrants output; plus $508 million for additions to the net asset base and $29 million
for payments made on behalf of the State, relevant to this output.”®® This makes up
approximately 11% of the total 2017-18 State Budget.”®®

In 2018-19 DTF certified $7.4 billion for the provision of the Infringements and warrants
and Community based Offender Supervision outputs: plus $268 million for the
additions to the net asset base and $36 million for payments made on behalf of the

783 Department of Treasury and Finance, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 80.

784 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2017-18 Budget Estimates, October 2017,
p. 4 (Committee calculation).

785 Department of Treasury and Finance, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, p. 80.

786 Ibid., p. 81.
787 Ibid., pp. 80-2.
788 Ibid., pp. 82-3. It is unclear what amount of this certification relates to each output.

789 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2017-18 Budget Estimates, p. 4
(Committee calculation).
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State, relevant to these outputs.”?® This makes up approximately 11% of the total
2018-19 State Budget.”®

The performance measures not met under the Infringements and warrants output
across both 2017-18 and 2018-19 were infringement notices processed, warrants
actioned and clearance of infringements within 180 days. The infringement notices
processed measure was not met in 2017-18 ‘due to the impact of the deactivation of
road safety cameras following the WannaCry virus and increased collection activity
by toll road operators’.792 DTF explained that it was not met in 2018-19:

... due to Transurban implementing a new debt collection policy for toll infringements
in October 2018, which has resulted in significantly fewer matters being forwarded to
the State for processing. Also, roadworks were undertaken in some fixed camera areas,
which were deactivated for hardware maintenance.”®3

The other measures were not met ‘due to the transition to a new legislative scheme and
IT [Information Technology] system for fine enforcement’.7%4

With regard to the evidence base used by DTF to certify the initial invoice relevant to
the Infringements and warrants output, DTF stated:

While there were some performance measures that DTF assessed as not being met,
the associated invoice was fully certified as funding was required while the department
transitioned to a new legislative scheme and IT system for fines enforcement.”®5

Transparency and tools to drive performance

While performance data under the above outputs is published in relevant annual reports
and in the case of bus and train services, on PTV’s website, the Committee notes that
the specific performance measures that DTF assessed as not being met at the time the
associated invoice was fully certified are not publicly available.

It also remains unclear in both instances discussed above whether DTF and the relevant
departments agreed on ‘alternative, suitable and appropriate information that could

be used as the basis for revenue certification’ pursuant to the Resource Management
Framework (RMF) and if so, what the ‘alternative, suitable and appropriate information’
comprised.

790 Department of Treasury and Finance, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, p. 85.

791 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2018-19 Budget Estimates,
18 September 2018, p. 45.

792 Department of Treasury and Finance, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, pp. 82-3.

793 Ibid., pp. 84-5.
794 Ibid., pp. 82-5.
795 Ibid., pp. 82-3, 85.
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In addition to concerns about the above information not being publicly available, it is
also unclear whether other tools are available or utilised by DTF to drive performance
improvement in circumstances where revenue certification is provided where not all
performance measures have been met.

RECOMMENDATION 49: Where the Department of Treasury and Finance (DTF) certifies
the initial revenue invoice following an assessment that the relevant departmental outputs
have not met performance measures, DTF consider publicly reporting:

a. Wwhich performance measures were assessed as not being met by DTF at the time of
revenue certification

b. what, if any, ‘alternative, suitable and appropriate information’ was used as the basis for
revenue certification.

General government net debt as a percentage of Gross State
Product

DTF’s Objective 1: Optimise Victoria’s fiscal resources is supported by three objective
indicators, including Objective indicator 2: General government net debt as a
percentage of Gross State Product (GSP) to be maintained at a sustainable level.

With reference to this objective indicator DTF’s Annual report 2017-18 states:

The ratio of net debt to GSP as at 30 June 2018 is 4.7 per cent. General government net
debt as a percentage of GSP is expected to be maintained at a sustainable level over the
medium term’.79¢

DTF’s Annual report 2018-19 states:

The ratio of net debt to GSP as at 30 June 2019 is 5.0 per cent. General government net
debt as a percentage of GSP is expected to be maintained at a sustainable level over the
medium term.”®?

It remains unclear to the Committee how the Government defines a sustainable level
of net debt as a percentage of GSP. This issue has been raised by the Committee in
previous reports.’98

RECOMMENDATION 50: The Department of Treasury and Finance (DTF) consider
defining what constitutes a sustainable level of net debt as a percentage of Gross State
Product for the purposes of DTF’s Objective 1, Objective Indicator 2.

796 Department of Treasury and Finance, Annual Report 2017-18, p. 13.
797 Department of Treasury and Finance, Annual Report 2018-19, p. 13.
798 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2017-18 Budget Estimates, pp. 30, 36.
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Victorian Managed Insurance Authority

The Victorian Managed Insurance Authority (VMIA) is the insurer and risk adviser to the
Victorian government sector.”®® VMIA assists departments and participating bodies to
establish programs for the identification, quantification and management of risks.800

In 2017-18 VMIA reported an operating surplus of $172.3 million, a positive variance of
$141.9 million compared to the budgeted surplus of $30.4 million.8%" This was primarily
due to high net investment return and lower than expected net claims liabilities.802

In 2018-19 VMIA reported an operating loss of $107.6 million, a negative variance of
$160.7 million compared to the budgeted surplus of $53.0 million.8% This was largely
driven by an increase in claims and future liabilities relating to child protection,
nervous shock, Domestic Building Insurance and costs associated with responding
to Royal Commissions (Aged Care, Management of Police Informants and Victoria’s
Mental Health System).804

Funding ratios and dividends

The State uses a funding ratio—a calculation of investment assets against claim
liabilities—to measure the financial sustainability of an insurer. A ratio of higher than
100% means assets exceed liabilities.895 At 30 June 2018 VMIA’s economic funding ratio
was 136%.8% |n 2019 the Government introduced a new insurance funding ratio that

‘is based on the economic funding ratio with a conservative basis’.8%7 At 30 June 2019
VMIA’s insurance funding ratio was 144%.8%8 |t is unclear to the Committee what the
difference is between the former economic funding ratio and the current insurance
funding ratio and the rationale for the change.

In May 2015 the VMIA was declared as a reorganising body under section 7 of the

State Owned Enterprises Act 1992 (Vic). This means that the Treasurer has the power to
direct VMIA to pay dividends and/or repay capital to the State after consulting with the
Assistant Treasurer and VMIA’s Board of Directors.8%?

799 VMIA is a statutory authority established under the Victorian Managed Insurance Authority Act 1996 (Vic) and is overseen by a
Board of Directors and the Assistant Treasurer.

800 Victorian Managed Insurance Authority, Annual Report 2017-18, Melbourne, 2018, p. 2.

801 Ibid., p. 22.

802 Ibid.

803 Victorian Funds Management Corporation, Annual Report 2018-19, Melbourne, 2019, p. 26.
804 Ibid.

805 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2018-19, p. 72.
806 Victorian Managed Insurance Authority, Annual Report 2017-18, p. 22.

807 Victorian Managed Insurance Authority, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, received 13 December 2019, p. 28.

808 Ibid.
809 Victorian Managed Insurance Authority, Annual Report 2017-18, p. 55; Victorian Managed Insurance Authority Act (Vic), ss 12-3.
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In 2017-18 the budgeted dividend for VMIA was $365 million.8® However VMIA was not
required to pay any dividends in 2017-18 even though it had an operating surplus and an
economic funding ratio of 136%. VMIA’s response to the questionnaire explained: ‘The
[2017-18] dividend was deferred to 2018-19 based on guidance from the Department of
Treasury and Finance’. 8" As a result, VMIA’s ‘[n]et [a]ssets were higher than they would
have been had the dividend been paid’.8?

By contrast in 2018-19, VMIA was required to pay its budgeted dividend of
$408 million®3 even though it had an operating loss and an insurance funding ratio
of 144%.814

The rationale for deferring the 2017-18 dividend and calling the 2018-19 dividend is
unclear.

RECOMMENDATION 51: The Department of Treasury and Finance consider publishing
guidance to explain the difference between the former economic funding ratio and the
current insurance funding ratio to enable appropriate scrutiny of the financial sustainability
of the Victorian Managed Insurance Authority and other relevant bodies.

RECOMMENDATION 52: The 20719-20 Model Report for Victorian Government
Departments require the publication of information about the reasons for deferring or
calling dividends in annual reports to enhance transparency.

Treasury Corporation of Victoria

The Treasury Corporation of Victoria (TCV) supports the State and its agencies and
departments by assisting in the management of their financial risks. TCV manages
liquidity at a State level, promotes the State’s profile in domestic and international
financial markets and supports the State’s activities regarding the rating agencies.®"

In 2017-18 TCV reported a net profit of $49.7 million and in 2018-19, a net profit of
$50.3 million, $28.0 million in excess of what was outlined in the Budget.86

810 Department of Treasury and Finance, Budget Paper No. 5 Statement of Finances 2017-18 Melbourne, 2018, p. 21.

811 Victorian Managed Insurance Authority, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, p. 28.

812 Ibid.

813 Department of Treasury and Finance, Budget Paper No. 5 Statement of Finances 2018-19, Melbourne, 2019, p. 21.
814 Victorian Managed Insurance Authority, Annual Report 2017-18, p. 22.

815 Treasury Corporation of Victoria, Annual Report 2018-19, Melbourne, 2019, p. 2.

816 Ibid., pp. 4-5.
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Dividends

TCV is required to pay dividends to the State from its surpluses for the preceding
financial year, as determined by the Treasurer after consultation with TCV.87 With
reference to this requirement, the Committee notes that in its Report on the 2016-17
Financial and Performance Outcomes it stated:

Although the amount of dividends originally expected from the Treasury Corporation of
Victoria for 2016-17 of $35 million was in line with the level received the previous year
($32 million), there were no dividends paid by the entity in 2016-17.TCV explained to the
Committee: “TCV generally pay 100% of the previous year’s net profit as a dividend to
DTF. This is subject to capital adequacy requirements. In 2016-17 there were additional
capital needs relating to the Port of Melbourne Corporation (PoMC) transactions hence
no dividend paid from 2015-16 net profit” 8

In relation to the dividends paid in 2017-18 ($83.3 million) TCV’s response to the
questionnaire states:

In addition to the 2016-17 net profit, the Budget allowed for payment of the 2015-16 net
profit of $41.7 million as a dividend which was not called. 2016-17 profit was also higher
than budgeted mainly due to the active management of cashflows from the lease of the
Port of Melbourne ... The dividend paid equalled the 2016-17 net profit. Retention of the
2015-16 net profit supports capital.8?®

In relation to the dividends paid in 2018-19 ($49.8 million), TCV’s response to the
questionnaire states:

In addition to the 2016-17 net profit, the Budget allowed for payment of the 2015-16 net
profit of $41.7 million as a dividend which was not called ... The dividend paid equalled
the 2017-18 net profit. Retention of the 2015-16 net profit supports capital.82°

Figure 11.3 outlines TCV’s net profit, actual dividends paid and budgeted dividends from
2014-15 through to 2018-19.

817 Treasury Corporation of Victoria, Annual Report 2017-18, Melbourne, 2018, p. 2; Treasury Corporation of Victoria, Annual Report
2018-19, p. 2.

818 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2016-17 Financial and Performance Outcomes,
May 2018, p. 47.

819 Treasury Corporation of Victoria, Response to the 2017-18 and 2018-19 Financial and Performance Outcomes General
Questionnaire, received 13 December 2019, p. 22.

820 Ibid.

Public Accounts and Estimates Committee



Chapter 11 Department of Treasury and Finance

Figure 11.3 Treasury Corporation of Victoria net profits and dividends from 2014-15 to
2018-19

$ million

2014-15 2015-16 2016-17 2017-18 2018-19

M Actual dividends paid B Budgeted dividend from TCV B Net profit

Source: Dividends and net profit 2014-15 to 2018-19—Treasury Corporation Victoria, Annual Report 2018-19, p 6;
Budgeted Dividends 2014-15 to 2019-20—Department of Treasury and Finance, Budget Paper No. 5, 2018-19: Statement of
Finances, 2014-15, p. 23; 2015-16, p. 28; 2016-17, p. 26; 2017-18, p. 21; 2018-19, p. 21; 2019-20-2023-24, p. 23.

FINDING 100: The Committee notes that Treasury Corporation of Victoria’s (TCV) net
profit of $41.7 million in 2015-16 was retained by TCV to support capital needs relating to
the Port of Melbourne Corporation. However the net profits of $83.3 million in 2016-17 and
$49.7 million in 2017-18 were paid as dividends.

The Committee considers that there is a need for greater transparency regarding the
payment of dividends.

1.9 Victorian Funds Management Corporation

The Victorian Funds Management Corporation (VFMC) is a public authority responsible
for investing for the benefit of Victorians. VFMC manages funds of over $64 billion for
29 State public authorities and related organisations. VFMC was established under the
Victorian Funds Management Act 1994 (Vic) and is governed by an independent Board
of directors while the Chair is appointed by the Treasurer.8?

821 Victorian Funds Management Corporation, Annual Report 2018-19, p. 5.
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VFMC reported a net profit of $14.4 million and a pre-tax surplus of $20.5 million

in 2017-18822 and a net profit of $13.4 million and a pre-tax surplus of $19.1 million in
2018-19.823 This was due to strong investment performance and cost management
balanced with a strong investment in future technologies and capabilities.824

822 Victorian Funds Management Corporation, Annual Report 2017-18, Melbourne, 2018, p. 8.
823 Victorian Funds Management Corporation, Annual Report 2018-19, p. 8.

824 Victorian Funds Management Corporation, Annual Report 2017-18, p. 8; Victorian Funds Management Corporation,
Annual Report 2018-19, p. 8.
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12 Parliament, the Victorian

12.1

Auditor-General’s Office and
Parliamentary Budget Office

Findings

101. In 2017-18 and 2018-19 there was an underspend in Parliamentary departments’
outputs largely due to the 2018 State election and the Houses not sitting during
the prorogued period. The Parliamentary Budget Office’s output expenditure in
2018-19 was higher than budgeted due to its establishment costs.

102. The Comprehensive Operating Statement for the Parliamentary departments
and the Victorian Auditor General’s Office in 2017-18 and 2018-19 reflects a
stable position as overall income exceeds expenses.

103. In 2018-19 Parliamentary departments’ gas and electricity usage decreased
as a result of the new annexe’s Building Management System which monitors
the use of power in the new offices, helping to control the lighting and
ventilation system.

Overview

The Parliament of Victoria through its elected representatives is accountable to the
Victorian community for the provision and conduct of representative government in the
interests of Victorians. The Victorian Parliament is comprised of three departments—the
Legislative Assembly, Legislative Council and Department of Parliamentary Services
(DPS). The common objective of the departments is to deliver apolitical, professional
and innovative services to support our elected representatives and the Parliament

as an institution. DPS is responsible for the provision of infrastructure resources and
support services to Members of Parliament and the Parliamentary departments of the
Legislative Assembly and the Legislative Council 82>

825 Department of Parliamentary Services, Annual Report 2017-18, Melbourne, 2018, p. 7.
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The Victorian Auditor-General’s Office (VAGO) and the Parliamentary Budget Office
(PBO) are included as outputs within Parliament in the Budget.826 However each office
produces its own annual report.8%7 VAGO provides assurance to the Parliament on the
accountability and performance of the Victorian public sector.828 The PBO provides
policy costing and advisory services to Members of the Victorian Parliament.82°

12.2 Financial analysis

12.2.1 Expenditure

The variance between budgeted and actual figures for the Parliamentary departments’,
VAGQO’s and the PBO’s output expenditure in 2017-18 and 2018-19 is depicted in
Figure 12.1 below.

Figure 12.1 Parliamentary departments, VAGO and PBO variances in output expenditure,
2017-18 and 2018-19

2017-18 Budget

174.9 43.9 4.4

2017-18 Actual

2018-19 Budget

2018-19 Actual
169.1 431 40

$million 0 20 40 60 80 100 120 140 160 180 200 220 240

M Parliamentary departments M Victorian Auditor General’s Office

B Parliamentary Budget Office

Source: Department of Treasury and Finance, Budget Paper No.3 Service Delivery 2018-19, p. 336; Parliamentary Budget Office,
Annual Report 2018-19, p. 11; Victorian Auditor-General’s Office, Annual Report 2017-18, Melbourne, 2018, pp. 21-22; Victorian
Auditor-General’s Office, Annual Report 2018-19, p. 48; Department of Parliamentary Services, Annual Report 2017-18, pp. 15-16;
Department of Parliamentary Services, Annual Report 2018-19, Melbourne, 2019, pp. 14-15.

826 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery 2019-20 Melbourne, 2020, p. 369.

827 Victorian Auditor-General's Office, Annual Report 2018-19, Melbourne, 2019. Parliamentary Budget Office, Annual Report
2018-19, Melbourne, 2019.

828 Victorian Auditor-General’s Office, Audits in Victoria, 2020, <https://www.audit.vic.gov.au/audits-victoria> accessed
27 May 2020.

829 Parliamentary Budget Office, About the Parliamentary Budget Office (PBO), 2020, <https://pbo.vic.gov.au/About_the PBO>
accessed 27 May 2020.
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Table 12.1

Chapter 12 Parliament, the Victorian Auditor-General’s Office and Parliamentary Budget Office

In 2017-18 and 2018-19 there was an underspend on each of the Parliamentary
departments’ outputs. This was largely due to the 2018 State election and the Houses
not sitting during the prorogued period.

In 2017-18 and 2018-19 there was minimal underspend on the VAGO output.

In 2017-18 there was an underspend by 92.1% on the PBO output; while in 2018-19,
there was an overspend by 22.5% on this output. This is because the PBO was set up
in April 2018, while the office was established in 2018 ahead of preparations for the
November 2018 election.83°

Table 12.1 below shows the Parliamentary departments’, VAGO and PBO’s expenditure
by output in 2017-18 and 2018-19 and relevant variances between Budget and actual
expenditure.

Parliamentary departments, VAGO and PBO expenditure by output in 2017-18
and 2018-19

2017-18 2018-19
Output Budget Actual Variance Budget Actual Variance
($ million) ($ million) (%) | ($ million) ($ million) (%)
Legislative Council 18.9 16.2 -14.3 19.8 17.6 -11.1
Legislative Assembly 38.3 31.8 -17.0 38.6 33.6 -13.0
Parliamentary Services 110.4 103.7 -6.1 116.6 110.4 -5.3
Parliamentary Investigatory 7.3 6.7 -8.2 7.5 7.5 0.0
Committees
Victorian Auditor General’s Office 439 43.1 -1.8 43.5 43.1 -0.9
Parliamentary Budget Office 4.4 - - 3.3 4.0 22.3
Total 223.2 201.5 229.3 216.2

Source: Department of Treasury and Finance, Budget Paper No.3 Service Delivery 2018-19, p. 336; Parliamentary Budget Office,
Annual Report 2018-19, p. 9, Victorian Auditor-General’s Office, Annual Report 2017-18, pp. 21-22, Victorian Auditor-General’s Office,
Annual Report 2018-19, p. 48; Department of Parliamentary Services, Annual Report 2017-18, pp. 14-15; Department of Parliamentary
Services, Annual Report 2018-19, p. 15.

FINDING 101: In 2017-18 and 2018-19 there was an underspend in Parliamentary
departments’ outputs largely due to the 2018 State election and the Houses not sitting
during the prorogued period. The Parliamentary Budget Office’s output expenditure in
2018-19 was higher than budgeted due to its establishment costs.

830 Parliamentary Budget Office, Annual Report 2018-19, p. 11.
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12.2.3

Table 12.2
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Revenue and expenses

While the Parliamentary departments reported no notable variances in revenue,83!
employee benefits increased in 2017-18 by $8.8 million or 9.9%832 from 2016-17. The
increase in employee benefits was mainly due to ‘additional funding approved in 2017-18
and future years to employ [an] additional 64 electorate officers’.833

In 2017-18 the Parliamentary departments capital asset charge®34 increased by

$3.6 million or 123.8% from 2016-17 as a result of the new Parliament House annexe
building.835 In 2018-19 depreciation expenses increased by $2.8 million or 19.6% from
2017-18 due to the approval of an additional $1.7 million depreciation funding in 2018-19
for the new Parliament House annexe building.83¢

Overall financial performance

Table 12.2 summarises the Parliamentary departments and VAGO’s overall financial
performance in 2017-18 and 2018-19.

Parliamentary departments and VAGO—Summary of Comprehensive Operating
Statement in 2017-18 and 2018-19

2017-18 2018-19
Controlled items Budget Actual Variance Budget Actual Variance
($ million) ($ million) (%) | ($ million) ($ million) (%)
Income from transactions 222 206 -7.4 230 195 -15.3
Expenses from transactions 222 201 -9.4 230 188 -18.3
Net result - 4 - 7

Note: Parliamentary Budget Office’s Annual Report 2018-19 did not publish a Comprehensive Operating Statement.

Source: Department of Parliamentary Services, Annual Report 2018-19, p. 46; Victorian Auditor-General’s Office, Annual Report
2018-19, p. 66; Department of Treasury and Finance, Budget Paper No. 5 Statement of Finances 2018-19, Melbourne, 2019, p. 128
(Committee calculation).

FINDING 102: The Comprehensive Operating Statement for the Parliamentary
departments and the Victorian Auditor General’s Office in 2017-18 and 2018-19 reflect a
stable position as overall income exceeds expenses.

831 Parliament of Victoria (Excluding VAGO and PBO), Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, received 18 December 2019, pp. 12-18.

832 |Ibid., p. 19 (Committee calculation).

833 Ibid, p.19.

834 ‘Capital Assets Charge (CAC)'—is a charge levied on the written-down value of controlled non-current physical assets in
a Department’s balance sheet which aims to attribute to agency outputs the opportunity cost of capital used in service
delivery; and provide incentives to Departments to identify and dispose of underutilised or surplus assets in a timely manner.

Department of Treasury and Finance, Financial Reporting Operations Framework: For Victorian Government Departments
Updated March 2017, Melbourne, 2017.

835 Parliament of Victoria (Excluding VAGO and PBO), Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, p.19.

836 Ibid.
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12.3 Performance information

In 2017-18 and 2018-19 the Parliamentary departments achieved all their performance
measures;83” and in 2018-19 the PBO also achieved all of its performance measures.838

In 2017-18 VAGO achieved or exceeded 79% of its performance measures; and in
2018-19 achieved all its performance measures.83?

Figure 12.2 VAGO performance measurement results 2017-18

79
2017-18
21 W Performance measures met

B Performance measures not met

percent 0 10 20 30 40 50 60 70 80 90 100

Source: Victorian Auditor-General’s Office, Annual Report 2017-18, Melbourne, 2018, pp. 21-24.

The performance measures not met by VAGO in 2017-18 included:

* The average time to produce performance audit reports was 2.5 months over the
target of 8 months; this target was increased to 9 months in 2018-19840

* The quality measure—external/peer reviews finding no material departures from
professional and regulatory standards—was 41% below the target of 100%; meaning
4% of VAGO'’s targeted sample of reviewed audit files were found to have material
departuress4

* Theissuing of management letters to agencies within the established time frame
was 81% (90% target).842

12.4 Key issues—Parliamentary departments

The Committee did not ask VAGO or the PBO to respond to its questionnaire for this
inquiry. Therefore, the below analysis considers only the Parliamentary departments.

The Parliamentary departments main challenges across 2017-18 and 2018-19 included:

* Increased electorate office rentals at a rate higher than the funding increase and
significant backlog of relocations/refurbishments

* Increased information and communication technology costs

837 Department of Parliamentary Services, Annual Report 2017-18. Department of Parliamentary Services, Annual Report 2018-19,
Melbourne, 2019.

838 PBO was only established in April 2018 and did not produce an annual report for the 2017-18 period. Parliamentary Budget
Office, Annual Report 2018-19.

839 Victorian Auditor-General's Office, Annual Report 2017-18, Melbourne, 2018, pp. 21-24.
840 Ibid., pp. 22, 23. Victorian Auditor-General's Office, Annual Report 2018-19, p. 48.

841 Victorian Auditor-General's Office, Annual Report 2017-18, pp. 24-25.

842 |Ibid.
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* Improved physical security at the Parliamentary precinct and electorate offices

» Parliament House upgrade works. Completion of the new Parliament House annexe
building works.843

Electorate offices and the Parliament House Members’ accommodation annexe are
discussed in further detail below.

Electorate offices

As noted above across 2017-18 and 2018-19 the Parliamentary departments identified
‘increased electorate office rentals at a rate higher than the funding increase’ and
‘significant backlog of relocations/refurbishments’ as one of its main challenges.844

The Committee discussed the increase in electorate office rent and fit out costs in its
Report on the 2018-19 Budget Estimates, finding that:

... for a number of years, the escalation of Parliament’s funding for rental and relocation
costs had not kept pace with the property market.84>

DPS’ Annual Report 2018-19 explained that as part of the 2018 election transition,
the Security and Electorate Properties Unit completed four refurbishment office
projects and were involved with 77 electorate office audits.84¢ While DPS exceeded
it’s 95% target by 3% for the performance measure ‘Provide MPs with an approved
standard electorate office, 84 the Annual Report 2018-19 confirmed that the current
Electorate Office Standards will be reviewed to ‘reflect contemporary standards for
office accommodation to best meet the needs of Members’ 848

Parliament House Members’ annexe

Completion of the new Parliament House annexe building works was one of the main
challenges experienced by the Parliamentary departments over the 2017-18 and 2018-19
period.84? The DPS Annual Report 2018-19 stated:

The completion of the Member’s Annexe included an intense period of bedding down
and tuning a vast array of new building services and dealing with the defects liability
period.83°

843 Ibid., pp. 27-28.
844 Ibid.

845 Parliament of Victoria, Public Accounts and Estimates Committee, Report on the 2019-20 Budget Estimates, October 2019,
p. 290.

846 Department of Parliamentary Services, Annual Report 2018-19, p. 34.
847 Ibid, p.15.
848 Ibid., p. 34.

849 Parliament of Victoria (Excluding VAGO and PBO), Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, pp. 27-28.

850 Department of Parliamentary Services, Annual Report 2018-19, p. 5.
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With regards to financing the annexe project, in 2018-19 depreciation was $1.7 million
higher than budgeted?®! of which $1.1 million was provided through a Treasurer’s
advance for additional depreciation funding for the new annexe building.852

DPS’ Annual Report 2018-19 stated:

Feedback on the new Annexe has been overwhelmingly positive as the vast majority
of MP’s and their staff now have functional, OHS [Occupational Health and Safety]
compliant offices for the first time since Parliament was established. Industry have
recognised the project with nine major architectural, building, landscaping and
audio-visual industry awards.853

DPS’ Annual Report 2018-19 report also highlighted the Parliamentary departments
decrease in gas and electricity usage, and the benefits of the new annexe’s Building
Management System:

... which is a computer based control system that monitors the use of power in the new
offices, helping to control the lighting and ventilation system.8>4

DPS explained that in 2019-20 meters will be connected so that energy consumption
analysis of both the annexe and Parliament House can be undertaken.%>

FINDING 103: In 2018-19 Parliamentary departments’ gas and electricity usage decreased
as a result of the new annexe’s Building Management System which monitors the use of
power in the new offices, helping to control the lighting and ventilation system.

This report was adopted by the Public Accounts and Estimates Committee at its
meeting held on 6 July 2020 via videoconference.

851 Parliament of Victoria (Excluding VAGO and PBO), Response to the 2017-18 and 2018-19 Financial and Performance Outcomes
General Questionnaire, p.19.

852 Ibid., p. 9.

853 Department of Parliamentary Services, Annual Report 2018-19, p. 5.
854 |bid., p. 35.

855 Ibid.
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