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The series of reports on the 2008-09 Budget Estimates produced by the
Committee consists of three parts and includes:

Part One

e anindex of key matters raised at the first 16 budget estimates hearings to
16 May 2008;

o transcripts of proceedings of the budget estimates hearings to 16 May 2008;

o alist of further information to be provided and questions on notice for each
portfolio; and

e departmental reviews that reproduce responses provided by departments and the
parliamentary departments to the Committee’s budget estimates questionnaire.

Part Two

¢ anindex of key matters raised at the remaining 25 budget estimates hearings to
3 June 2008;

e transcripts of proceedings for the remaining budget estimates hearings to
3 June 2008; and

o alist of further information to be provided and questions on notice for each
portfolio.

Part Three

e information relating to responses received to questions taken on notice and further
information provided by Ministers, together with any additional information
sought in relation to the responses received to the Committee’s budget estimates
questionnaire; and

o analysis, key findings and recommendations relating to the budget estimates
for 2008-09.
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DUTIES OF THE COMMITTEE

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

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:

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

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; and

any proposal, matter or thing that is relevant to its functions and has been referred to the
Committee by resolution of the Council or the Assembly or by order of the Governor in
Council published in the Government Gazette.

The Committee also has a number of statutory responsibilities in relation to the Office of the
Auditor-General. The Committee is required to:

recommend the appointment of the Auditor-General and the independent performance and
financial auditors to review the Victorian Auditor-General’s Office;

consider the budget estimates for the Victorian Auditor-General’s Office;

review the Auditor-General’s draft annual plan and, if necessary, provide comments on the
plan to the Auditor-General prior to its finalisation and tabling in Parliament;

have a consultative role in determining the objectives and scope of performance audits by the
Auditor-General and identifying any other particular issues that need to be addressed;

have a consultative role in determining performance audit priorities; and

exempt, if ever deemed necessary, the Auditor-General from legislative requirements
applicable to government agencies on staff employment conditions and financial reporting
practices.






CHAIR'S FOREWORD

As Chair of the Public Accounts and Estimates Committee, | have pleasure in introducing the
Committee’s Part Three report on the 2008-09 Budget Estimates.

This report completes the Committee’s exhaustive inquiry into the 2008-09 Budget Estimates. In
contrast to Parts One and Two, which essentially provided an index to the matters raised at the
budget estimates hearings that took place in May 2008, Part Three contains the Committee’s high
level analysis of certain substantive issues of clear economic, social and environmental relevance to
the Parliament and community.

New features of the report include a greater focus on the following topics:
e department income and revenue initiatives; and
e revenue foregone - concessions and subsidies.

I regard the recommendations propounded in this report (49 in total) as vital for spearheading
improvements in financial and resource management and strengthening accountability in the public
sector. Accordingly, in the pursuit of continuous improvement and excellence in Government
reporting to Parliament, the Committee has a clear expectation that the recommendations framed by
the Committee, will be implemented by the Government. In this regard, the Committee takes note
from its Budget briefing this year that comments made by the Committee were taken seriously by
the Department of Treasury and Finance.

Over the past two state budgets, the Committee, in its drive for implementing an innovative new
framework for examining and reporting on the budget estimates by linking its inquiries to the key
visions and policies of the government, has endeavoured to continue and build on this approach.

I recommend that this report be considered by key stakeholders as well as other parliamentary
jurisdictions and welcome any feedback on how the estimates process and report content could be
further enhanced in future. To facilitate this process, the Committee’s secretariat has created a
suggestion facility on the Committee’s website.

In conclusion, | wish to especially thank the Deputy Chair, Kim Wells MP as well as the other
members of the Committee for their invaluable input into reviewing the 2008-09 Budget Estimates
and finalising this report. In addition, the preparatory work undertaken by the Premier, Ministers,
departmental Secretaries and senior managers as part of the budget estimates hearings and
questionnaires process and their continued cooperation in dealing with the Committee’s secretariat
are also greatly appreciated.

And finally, on behalf of the Committee, as always, | extend my thanks to the professional
dedication and admirable enthusiasm of the secretariat of the Committee, in embracing change and
breaking new ground in research areas for this expanded report.

Dok Gonchatt”

Bob Stensholt MP
Chair






RECOMMENDATIONS

The Committee recommends that:

Recommendation 1:

Recommendation 2:

Recommendation 3:

The Department of Treasury and Finance
implement strategies, such as identification of a
contact area in the budget papers and a suggestion
facility on its website, to assist readers
experiencing difficulty in locating or
comprehending material and to invite suggestions
from readers for improving the readability of
budget data.

Page 24

As the COAG Reform Agenda unfolds, a Whole of
Government section should be included in the
budget papers that explains:

(@) Victoria’s efforts in contributing to the work
agenda of the seven working groups including the
Productivity Agenda, actual results against
performance measures, future requirements and
funding allocations; and

(b) how outcomes derived from the Reform Agenda
have shaped the Victorian budget.

Page 62

Where productivity improvements form part of
economic factors evaluated during the
development of major new budget initiatives, these
considerations forming part of related business
cases or output price reviews should be made
clearly visible in the budget papers.

Page 62
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Recommendation 4:

Recommendation 5:

Recommendation 6:

Recommendation 7:

In terms of achieving general efficiencies of an
administrative nature that are expected to be
derived (or any other specific efficiency initiatives
announced in future budgets), the Budget Papers
should disclose:

(a) abreakdown by department and various
components that make up such efficiencies; and

(b) how savings have been utilised in the budget.

Page 62

Given that standardised performance measures
have not been developed to measure productivity
of government services, departments should
quantify examples of productivity gains in their
annual reports in order to increase accountability
to the community. This practice should also extend
to local government agencies, statutory authorities
and non government organisations in receipt of
substantial grant funding from government.

Page 62

The Department of Human Services include in
their annual report, details of expenditure to date
and progress made on all major infrastructure
projects with a TEI in excess of $10 million.

Page 72

Given the increased levels of asset investment by
the government, the Department of Treasury and
Finance examine the effectiveness of current
reporting practices to ensure that public sector
agencies keep Parliament and the community
informed of progress made in terms of project
completion and outcomes delivered through
meaningful disclosure in their annual reports.

Page 78



Recommendations

Recommendation 8:

Recommendation 9:

Recommendation 10:

Recommendation 11:

Recommendation 12:

All departments and their budget funded agencies
ensure that complete and accurate information on
staffing levels and costs are available to the
Committee in future years.

Page 82

Departments continue to review their output
performance measures to ensure that they are
relevant to, and that they reflect appropriately, the
department’s service outcomes and strategic
objectives.

Page 95

The Department of Treasury and Finance
incorporate within future budget papers a tabular
presentation of annual global movements in new
and discontinued output measures, categorised
according to quantity, quality and timeliness
measures to enhance clarity and accountability in
reporting.

Page 97
Output performance measure targets in budget
papers be regularly reviewed and adjusted to
ensure that they at least reflect historical
performance.
Page 100

Departments act on the Auditor-General’s
recommendation to provide more detailed
explanations of significant and material variations
between actual output performance and published
targets in the notes to Budget Paper No.3, Service
Delivery.

Page 100
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Recommendation 13:

Recommendation 14:

Recommendation 15:

Recommendationl6:

10

From 2009-10, a new budget paper providing a
comprehensive overview of the state government
programs and initiatives, for regional and rural
Victoria, be provided.

Page 110

The Department of Treasury and Finance monitor
weather patterns and ground conditions and
determine any required additional budgetary
measures for drought relief. Commitments should
be detailed in the budget update.

Page 121

To ensure that the approved allocation of funding
to the Regional Infrastructure Development Fund
is fully committed and spent in a timely manner,
the government will need to accelerate the number
of announced projects over the next two years.

Page 22

In terms of fully disclosing the extent of revenue
foregone to the state arising from the granting of
concessions, including tax exemptions in the form
of tax expenditures, the Department of Treasury
and Finance ensure the budget papers contain a
greater dissection quantifying the value of taxation
exemptions granted, fees waived to particular
groups and income not collected due to regulatory
reform.
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Recommendations

Recommendation 17:

Recommendation 18:

Recommendation 19:

Recommendation 20:

The Department of Treasury and Finance expand
the concessions section of the budget papers by
disclosing a more comprehensive breakdown of the
estimates that reveals:

(@) the various types of concessions (e.g. electricity and
gas usage, municipal rates and water and sewerage
charges) associated with each category of
concession;

(b) the estimated number of Victorians/households
expected to benefit from these concessions and
related programs;

(c) the actual number of recipients of concessions for
the most recent completed year against estimates
for that year;

(d) explanations for major variations between the
expected number of recipients for the prior year
and the current budget estimate; and

(e) estimated outlays in the form of subsidies
presented in a consolidated form across
government.

Page 149

The State Government increase awareness among
Victorians of the extensive nature of concessions it
provides.

Page 149

The Department of Transport provide in its annual
report for 2008-09 relevant information relating to
the effectiveness of the Early Bird Fare Initiative.

Page 150

The Government review its reporting mechanisms
on progress with its infrastructure and asset
program with a view to providing Parliament and
the Victorian public with a regular and fully
transparent account of progress.

Page 156

11
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Recommendation 21:

Recommendation 22:

Recommendation 23:

12

Where a Committee recommendation is accepted
in part the Government response should make
clear which part they accept and which they do
not, including information about why they do not
accept particular parts.

Page 157

The Department of Transport assess whether its
target for the proportion of freight transported to
and from ports by rail to increase to 30 per cent by
2010 is still relevant or needs to be revised. As part
of such an assessment, a review needs to be
undertaken of climatic conditions and associated
forecasts as well as any significant trends in growth
in the metropolitan freight task and modal shifts to
road in preference to rail for the transportation of
freight.

Page 176

In addressing the proposals contained in the
review of Victoria’s Regional Rail Freight
Network, which were released in December 2007,
the Department of Transport develop a plan that
includes:

(@) atimeline for addressing each of the report’s
recommendations; and

(b) aschedule of programmed works identified for
upgrade and maintenance.

Page 179
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Recommendation 24:

Recommendation 25:

Recommendation 26:

Recommendation 27:

The Department of Transport, led by VicRoads:

(@) collect and publicly report statistics on an ongoing
basis of the extent of ridesharing among
Melbourne’s motorists during peak hour traffic;

(b) assess how many riders per car would be
necessary to have a significant impact on reducing
road traffic congestion;

(c) monitor whether car pooling strategies, such as the
use of dedicated transit lanes, are effective in
reducing the number of cars on Melbourne’s roads
during peak periods and improving traffic flow;
and

(d) determine whether there is a need to extend
incentives to encourage a greater level of car
pooling, thereby reducing the number of cars and
congestion on Victoria’s roads during peak
periods.

Page 194

The Department of Education and Early
Childhood Development include in its annual
report a comparative assessment of educational
outcomes prior to and following the
implementation of initiatives within the Victorian
Schools Plan.

Page 197

The Department of Education and Early
Childhood Development inform the Parliament of
its evaluation of education outcomes resulting from
the Victorian Schools Plan implementation.

Page 198

The Department of Education and Early
Childhood Development examine the reasons
behind the significant variations in the
performance of Indigenous students across the
three benchmarks: reading, writing and numeracy.

Page 202

13
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Recommendation 28:

Recommendation 29:

Recommendation 30:

Recommendation 31:

14

The Department of Education and Early
Childhood Development report on the effectiveness
of the Wannik: Learning Together — Journey to
Our Future strategy in improving writing, reading
and numeracy skills for Indigenous students and
use this information to refine the strategy.

Page 203

The Department of Human Services provide
Parliament with a cost forecast for the
maintenance and replacement of the IT
infrastructure over the life of the HealthSMART
system.

Page 204

The Department of Human Services provide a
detailed timeline and budget for the
implementation of the rebaselined clinical systems.

Page 206
A more detailed explanation of the phasing of
expenditure for new energy technology projects
should be provided to parliament.

Page 210
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Recommendation 32:

Recommendation 33:

Recommendation 34:

Recommendation 35:

Recommendation 36:

The Department of Treasury and Finance ensure
that major projects such as Our Water Our
Future, The Next Stage of the Government’s
Water Plan, the Victorian Schools Plan and
Meeting Our Transport Challenges are
represented within the budget papers in a clear
and consistent manner. Information about the
investment in, and progress of, such projects
should be easy to identify and understand.

Page 214

The Port of Melbourne Corporation disclose fully,
the additional Channel Deepening Project
budgeted costs identified after the publication of
the Supplementary Environmental Effects

Statement.
Page 217
The Department of Transport and the Port of
Melbourne Corporation disclose fully, the costs
incurred by each party in defending the legal
challenge to the Channel Deepening Project.
Page 219

The Department of Justice provide information to
Parliament on how the initiatives in the Alcohol
Action Plan relate to output funding and a
proposed timeline for implementation of each
initiative.

Page 232

The Department of Justice should provide analysis
of performance outcomes under each initiative of
the Alcohol Action Plan in its Annual Report.

Page 232

15
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Recommendation 37:

Recommendation 38:

Recommendation 39:

Recommendation 40.

Recommendation 41.

16

Consumer Affairs Victoria should improve
transparency regarding the role, goals, objectives
and estimated performance outputs of the Liquor
Licensing Compliance Directorate by making such
information available to Parliament in a timely
manner.

Page 233

Aboriginal Affairs Victoria provide an overview of
all government programs and initiatives that
impact on Indigenous Victorians and monitor and
report performance of these in a one centralised
area.

Page 235

That the Government review the Departmental
Output Statements in Budget Paper No. 3 with a
view to ensuring that the strategic actions identified
in the Victorian Indigenous Affairs Framework are
adequately reflected.

Page 238

That the Department of Justice reinstate the
individual measures associated with timeliness in
relation to each of the major courts of Victoria.

Page 242

That the Auditor-General undertake further
performance audits of the Courts.

Page 242



Recommendations

Recommendation 42;

Recommendation 43:

Recommendation 44:

Recommendation 45:

The Department of Transport publish on its
website:

(@ aplain English summary of the Australian Level
Crossing Assessment Model; and

(b) further details on the risk scores and risk rankings.

Page 252

The Department of Transport provide the
following information (e.g. in its annual report)
relating to the unfolding of the level crossing safety
program:

(@) the particular crossings assessed as requiring
priority works, together with the associated risk
mitigation treatments to be applied at each
crossing in summary form;

(b) the safety improvement works that have been
undertaken at each level crossing; and

(c) atimeline covering the safety improvement works
that are planned to be undertaken.

Page 252

The Department of Planning and Community
Development publish a schedule that discloses the
expected timeframe for completion of each
Precinct Structure Plan.

Page 257

To ensure that meaningful information is disclosed
in the budget papers dealing with progress made in
relation to precinct structure planning, the
Department of Treasury and Finance ensure that
the target for the performance measure titled
‘Proportion of Precinct Structure Plans completed
in accordance with adopted process’ include the
number of Precinct Structure Plans expected to be
completed during the year.

Page 258
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Recommendation 46:

Recommendation 47:

Recommendation 48:

Recommendation 49:

18

Performance measures be developed on a
progressive basis to assess the effectiveness of the
Precinct Structure Planning Program in achieving
the desired outcomes. This information be
disclosed in the Department of Planning and
Community Development’s annual report and
budget papers.

Page 258

The Department of Parliamentary Services should
review the need for implementation of an
archival/automated storage and retrieval process
for video webcasting recordings.

Page 261

The State Government funds in the forthcoming
budgets the Department of Parliamentary Services
so as to ensure the introduction of video
webcasting of the Legislative Assembly
proceedings in 2009-10 and the Legislative Council
in 2010-11.

Page 262

The Department of Parliamentary Services should
conduct a follow up review to determine whether
the Parliamentary web casting systems are
operating effectively and whether or not the
anticipated benefits of implementation are being
realised.

Page 263



SECTION A:
OVERVIEW
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CHAPTER 1: INTRODUCTION

1.1 Background

On 6 May 2008, the government introduced two appropriation bills: the Appropriation (2008/09)
Bill and the Appropriation (Parliament 2008/09) Bill, into Parliament. These Bills subsequently
passed through the Parliament in June 2008. The legislation enables the government and the
Parliament to deliver planned services and embark on new asset investments during 2008-09.

The appropriation Bills sought parliamentary authority to draw an amount of $31.2 billion from the
Consolidated Fund in 2008-09 for government services and $93.4 million for the funding of
Parliament’s activities. These amounts include funding to meet operating expenditure involved in
the provision of outputs (new and ongoing initiatives) and capital additions to the State’s net asset
base.

Section 40 of the Financial Management Act 1994 requires the government to submit to
Parliament, along with the appropriation bills, the budget estimates for the forthcoming financial
year. The budget estimates include, for the relevant financial year, particulars of:

e goods and services each government department will provide or produce;

e amounts available, or to be available, to each department;

e the estimated amount of the receipts and receivables for each department; and
o the expected financial requirements of Parliament.

The budget estimates also deal with the application of funds that do not require annual
parliamentary authority such as:

e special appropriations where there is continuing authority embodied in specific legislation
($2.3 billion);*

e agency revenue credited to appropriations ($2.1 billion);? and
e unspent prior year appropriations carried over to the budget year ($539.7 million).?

The 2008-09 Budget estimates identify that the government expects total income in the year from
operating transactions of $37.8 billion and total expenditure from operating transactions of
$37 billion.* Total expenditure from operating transactions is met from the output funding
component of the appropriation acts and funds derived from special appropriations, agency revenue
credited to appropriations and unspent prior year appropriations carried forward.

In addition, the government’s net infrastructure investment program is expected to involve
spending of $3.9 billion in 2008-09 and to average $4.3 billion over the forward estimates period to
2011-12.° This capital expenditure is met from the cash surplus generated from operating activities
(after adding back non-cash items such as depreciation), proceeds from asset sales, an unallocated
capital provision available for specific projects in future years and an increase in net debt.

Budget Paper No.4, 2008-09 Statement of Finances, pp.222-4
ibid. pp.225-7

ibid.

ibid. p.10

Budget Paper No.2, 2008-09 Strategy and Outlook, p.49

g oA W N P
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1.2  Process followed by the Public Accounts and Estimates
Committee for its review of the 2008-09 Budget Estimates

A key function of the Committee each year is to conduct an inquiry into the budget estimates. This
process involves the conduct of public estimates hearings with each Minister and supporting
departmental officers, the gathering of information from departments through a budget estimates
questionnaire and presentation of a report in three parts to Parliament. The Committee’s overall
aim with this annual process is to:

o facilitate a greater understanding of the budget estimates;

¢ inform debate in Parliament on the appropriations;

e constructively contribute to the quality and presentation of the budget information; and
¢ enable more effective monitoring of the performance of departments and agencies.

The inquiry into the budget estimates focuses principally on transparency and adequacy of
reporting. It does not involve an analysis to verify policy statements made by Ministers or the
Treasurer or to establish if information prepared by the Department of Treasury and Finance
contained in the budget papers is well founded.

The main intention of the Committee, in presenting its two earlier reports to Parliament on the
2008-09 Budget Estimates (Parts One and Two), was to assist Members of Parliament in their
consideration of the appropriation Bills and, in turn, to enrich the Parliament’s debate on the Bills.

This third component (Part Three) of the reporting process contains:

o the Committee’s analysis, key findings and recommendations pertaining to the 2008-09 Budget
estimates;

e additional information sought to clarify particular responses to the Committee’s budget
estimates questionnaire; and

e responses received to questions taken on notice and unasked questions emanating from the
estimates hearings.

The report culminates the Committee’s examination of the 2008-09 Budget estimates.

22



Chapter 1: Introduction

1.2.1 Analysis, key findings and recommendations

Section A of the report outlines in summary form key aspects of the 2008-09 Budget as well as
providing specific analysis of key fiscal parameters, including infrastructure funding, contingency
provisions, planned efficiency initiatives, revenue foregone and unspent funds carried forward from
the previous financial year.

Drawing on the material received in response to the Committee’s 2008-09 Budget Estimates
questionnaire and various matters raised through the estimates hearings, section B contains the
results of the Committee’s analysis of a number of issues, presented under theme headings, that
have direct relevance to the examination of the budget estimates. Continuing the approach adopted
by the Committee in the previous year, key fiscal and economic matters such as productivity,
economic reform and staffing are the subject of extensive analysis.

In section C, the Committee has continued an initiative introduced last year with an evaluation of
the nexus between various issues raised by the Committee at the estimates hearings and the
government’s Growing Victoria Together (GVT) policy vision and goals. This analysis has been
incorporated into the report to complete the trilogy of aligning GVT’s policy vision to the budget
estimates reporting format, the Auditor-General’s Annual Plan and the Committee’s reporting
requirements. Under each of the GVT policies, the Committee has subjected several key issues to
in-depth analysis leading to substantive recommendations.

1.2.2 Recent machinery of government changes

The government announced shortly before the release of the 2008-09 Budget that responsibility for
most functions of the former Department of Infrastructure had been transferred to a new
Department of Transport under a machinery of government change. The budget papers indicated
that these changes also included the transfer of certain other functions, particularly relating to
major projects, of the former department to the Department of Innovation, Industry and Regional
Development.®

The budget papers state that, for financial reporting purposes, the above transfers do not take effect
until after the end of 2007-08. They also identify that, while there is no net impact of these changes
on the aggregate budget, the full impact of the changes on the 2008-09 departmental estimates was
yet to be quantified. The changes were therefore not reflected in the 2008-09 Budget.” Accordingly,
references in this report to the former Department of Infrastructure are consistent with the position
presented in the budget papers.

. Budget Paper No 3, 2008-09 Service Delivery, pp.2-3
ibid
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1.3  Scope for further assistance to readers of the annual
budget papers

As recognised in the Committee’s report on the 2007-08 Budget estimates, the government has, for
some years now, made progressive improvements to the presentation of material in the annual
budget papers.® The importance of these initiatives, from a reader perspective, is reinforced by the
size of each year’s budget documentation and the diversity and complexity of material included in
each budget paper.

The Committee is aware that the Department of Treasury and Finance (DTF), which has principal
responsibility for preparation of the budget papers, places strong emphasis on ensuring that
material is presented in a user friendly format, notwithstanding technical content or complexity, to
assist readers. The Committee considers that DTF has been largely successful in pursuing this goal.

Currently, the budget papers do not identify a DTF contact area for any reader who requires
assistance in locating information in the budget papers on a particular subject or in comprehending
published material. Also, the DTF website does not directly invite suggestions (such as through a
suggestion facility) from readers on areas with potential for enhancing the presentation of budget
material. The Committee considers that action by DTF on these two fronts would assist its
endeavours to continually improve the clarity and readability of published budget material.

Recommendation 1: The Department of Treasury and Finance implement
strategies, such as identification of a contact area in the
budget papers and a suggestion facility on its website, to
assist readers experiencing difficulty in locating or
comprehending material and to invite suggestions from
readers for improving the readability of budget data.

1.4  Acknowledgment

The Committee is grateful to the Premier, Ministers, departmental Secretaries and their staff for the
assistance provided at the budget estimates hearings and the written material submitted in response
to the Committee’s formal lines of inquiry.

The cost of this inquiry was approximately $73,300.

8 Public Accounts and Estimates Committee, Report on the 2007-08 Budget Estimates — Part Three,

September 2007, p.39
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CHAPTER 2: KEY ASPECTS OF THE 2008-09

BUDGET

Key aspects of the 2008-09 Budget:

2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

The 2008-09 Budget completes funding for all of the government’s output
commitments made during the 2006 election and increases funding from about
48 per cent to around 72 per cent of asset commitments.

The government has set a new target of maintaining a budget surplus of at least one
per cent of revenue which equates in 2008-09 to an estimated $378 million. The
government expects to achieve a budget surplus of $828 million in 2008-09 and an
average surplus of $907 million over the next three financial years, both significantly
higher than the new target.

Two rating agencies have reconfirmed Victoria’s triple-A credit rating.

Over the period 2008-09 to 2011-12, net infrastructure investment is expected to
average $4.3 billion a year which represents additional annual infrastructure
spending of $1 billion compared with the equivalent estimate in last year’s budget.

The net infrastructure investment will be funded by a combination of cash operating
surpluses (around 64 per cent) and an increase in net debt from an estimated

$2.3 billion (0.9 per cent of GSP) at June 2008 to $9.5 billion (2.9 per cent of GSP) at
June 2012.

Contingency provisions within the budget of at least $8.6 billion for unallocated
outputs and of $3.6 billion for unallocated capital are available to the government
over the four year period to 2011-12. These provisions represent an increase of
107 per cent for outputs and 127 per cent for assets compared with the equivalent
estimates in last year’s budget.

The government plans to generate savings totalling $371 million across departments
over the remaining three years, 2008-09 to 2010-11, of its Efficient Government
Policy.

The 2008-09 Budget also makes provision for additional general efficiencies in
administration amounting to $500 million to be achieved by departments over the
four year period to 2011-12. The nature and composition of these general efficiencies
are not disclosed.
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2.1 Key themes

The 12 key themes influencing the direction of the 2008-09 Budget and its new funding initiatives
are identified in the budget documents as:®

¢ sound financial management;

e delivering record investment in infrastructure;

e driving jobs growth and competitive innovative businesses;
e providing major new support for Victorian families;

e investing in first class education for all Victorians;

o delivering high quality health services;

e meeting the growing demand for transport;

e securing a prospective future for Provincial Victoria;

e improving community safety and access to justice;

e reducing disadvantage and building a fairer Victoria;

e tackling climate change and securing water supplies; and

e building thriving liveable communities.

The theme, providing major new support for Victorian families, is a new separately-identified
theme for the 2008-09 Budget. It reflects a range of government strategies and services outlined in
the budget which are directed at families, including expanded maternity services and additional
assistance for first homebuyers. A 2007-08 Budget theme, affordable housing, is no longer
presented separately but is subsumed under the new 2008-09 theme for families.

The wording for most other themes has been expanded (from that used in 2007-08) in line with the
overall direction of the current budget. For example, excellence in education now reads investing in
first class education for all Victorians and meeting environmental challenges now reads tackling
climate change and securing water supplies.

The government’s budget themes align closely with the goals set out in its key visionary document
Growing Victoria Together.

The overview document on the budget lists the main funding initiatives under each theme heading
that have been earmarked for attention over the four year forward estimates period.*® The major
budgetary initiatives supporting the high-level goals of Growing Victoria Together are also
summarised in the budget papers.™* In addition, the strategy and outlook budget document tabulates
the aggregate dollar values of new output and asset initiatives assigned to each department *? and
the service delivery document provides detailed information on these initiatives under each
departmental heading.®®

Victorian Government 2008-09 Victorian Budget Overview: Taking action for our suburbs and our regions,
pp.5-7, 10-32

10 ibid.

1 Budget Paper No.3, 2008-09 Service Delivery, pp.7-41

12 Budget Paper No.2, 2008-09 Strategy and Outlook, pp.46, 50

1 Budget Paper No.3, 2008-09 Service Delivery, pp.289-357
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Last year’s budget commenced delivery of all of the government’s 2006 election output
commitments and just under half of the asset commitments.” The 2008-09 Budget documents
indicate that the current budget provides output funding over the forward estimates period to
2011-12 of $439 million which, together with earlier funding prior to and in the 2007-08 Budget,
will fully cover all of the government’s 2006 election output commitments.*

With regard to asset commitments, the budget documents show that just on 72 per cent
(%$2.4 billion) of total estimated election costings of $3.4 billion will now receive funding approval
up to 2011-12.* The government has indicated that the remaining asset election commitments will
be delivered over future budgets.”

2.2 Changed fiscal target for annual operating surplus

For eight consecutive financial years, the government has met its commitment to maintaining an
annual operating surplus of at least $100 million. The Committee has previously commented that
the $100 million target had not been adjusted in dollar terms since 1999 and was expected to be
significantly exceeded during budget periods up to 2010-11.%®

When delivering the budget, the Treasurer stated the government had set and would meet a new
target of maintaining a budget surplus of at least one per cent of revenue. The Treasurer stated that
the new target will act as “Victoria’s buffer against harder global times”*® and that “We will use
these increased surpluses to manage future risks and to invest in vital infrastructure such as
schools, hospitals, roads and public transport™.

In 2008-09, 1 per cent of operating revenue is estimated to be $378 million. The government is
forecasting an operating surplus of $828 million in 2008-09 and an average of $907 million over
the forward estimates period to 2011-12, significantly higher than the new target.* This new
strategy will allow the operating surplus target to grow in line with movements in operating
revenue.?

Table 2.1 shows revenue and expense projections for 2008-09 compared with the original budget
and estimated actual position for 2007-08.

14 Budget Paper No.1, 2007-08 Treasurer’s Speech, p.2

1 Budget Paper No.3, 2008-09 Service Delivery, p.274

16 ibid.

1 ibid.

18 Public Accounts and Estimates Committee, Report on the 2007-08 Budget Estimates-Part Three,
September 2007, p.25

1 Budget Paper No.1, 2008-09 Treasurer’s Speech, p.3

20 ibid.

2 ibid.

2 Budget Paper No.2, 2008-09 Strategy and Outlook, p.7

27



Report on the 2008-09 Budget Estimates — Part Three

Table 2.1: Revenue and expense estimates for 2008-09
2007-08 2007-08 2008-09
Operating item Budget Estimated Budget
($ million) ($ million) ($ million)
Revenue 34,269.2 36,788.1 37,810.0
Expenses 33,9449 35,792.1 36,982.4
Estimated operating surplus 324.3 996.0 827.6

Sources:  Budget Paper No.2, 2008-09 Strategy and Outlook, p.39 and Budget Paper No.4,
2008-09 Statement of Finances, p.268

The latest expected operating surplus for 2007-08 is more than 200 per cent higher than the original
budget estimate primarily because of an enhanced revenue position. Increased revenue is estimated
to be $2.5 billion and unbudgeted additional expenditure is expected to be $1.8 million. The
expected result for 2007-08 is also higher than the budgeted operating surplus for 2008-09, which
as mentioned above, significantly exceeds the government’s new target for its operating surplus of
one per cent of estimated revenue. The likely solid result for 2007-08 has given the government a
much stronger than initially envisaged basis for its spending on infrastructure.

2.2.1 Revenue and expense projections for 2008-09

The estimated revenue growth of around $1 billion (2.8 per cent) to $37.8 billion in 2008-09 (as
shown in table 2.1), when compared with the expected result for 2007-08, is mainly attributable
to:®

e anincrease of $892 million (9.5 per cent) to $10.3 billion in GST grants, reflecting growth in
the estimated GST pool and an increase in Victoria’s share of that pool, offset by a net
reduction of $518 million in other grants, and particularly specific purpose own use grants
because of the completion or winding down of several programs and projects;

e net higher taxation revenue of $385 million (3 per cent) to $13.4 billion, with increases
expected for most taxation categories including land tax and land transfer duties. The main
growth ($139.1 million) is expected to be in payroll tax due to expected employment and
wages growth (see also, tax relief measures, p.34); and

e anincrease of $213 million from sales of goods and services arising from higher inter-sector
asset charge revenue from increased VicTrack asset values, regulatory fees, hospitals revenue
from other parties, VicRoads revenue from external works and indexation of fees and charges.

Table 2.1 also shows that operating expenses are projected to increase by $1.2 billion (3.3 per cent)
to $36.9 billion in 2008-09, when compared with the revised result for 2007-08. Unlike previous
budgets, the 2008-09 Budget documents do not include an analysis of differences between 2008-09
estimates and revised estimates for 2007-08 for the main expense categories.

2 Budget Paper No.4, 2008-09 Statement of Finances, pp.177—-205
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The commentary on estimated expenses in the current documents includes comparisons between
the 2008-09 estimates and: #

o the expected average increase over the forward estimates period to 2011-12; and
e estimates presented in the 2007-08 Budget Update published in November 2007.

The latter comparison identifies that expenses are expected to be $784 million higher in 2008-09,
when compared with the budget update, due principally to:%

e new output policy initiatives, involving additional expenses of $182 million, taken since the
budget update;

o flow-on expense impacts totalling $111 million from variations to Commonwealth grant
funding; and

e anincrease of $415 million in administrative variations primarily relating to an increase in the
contingency provision not allocated to departments. This provision takes into account the
growth in demand for government services due to an anticipated population growth and
possible funding for programs that may need to continue to meet service delivery priorities.?

Only limited information is provided on estimated movements in the government’s highest expense
item, employee benefits including superannuation, during 2008-09, compared to the revised
estimate for 2007-08. There is a brief comparison of 2008-09 outlays with expected forward
expenses over the forward estimates period which states that:?’

“Growth in employee expenses over the forward estimates period is expected to
average $921 million, or 5.4 per cent, a year which is consistent with historical
growth. This primarily reflects the government’s wages policy and output policy
initiatives, including 2008-09 Budget initiatives.”

The Committee considers that identification of the reasons for changes in estimated operating
expenses between the latest revised figures for the preceding and current budget periods should be
incorporated in the annual budget documents, as has been the case in previous years. The disclosed
information should encompass a description of the factors contributing to the principal movements
in each key expense category.

2.2.2 Maintenance of triple-A credit rating

Victoria’s credit rating is assessed by two international agencies — Standard & Poor’s and Moody’s
Investors Service Limited. Both agencies conduct reviews of the state’s economic structure and
prospects, financial performance and outlook, balance sheet position, liquidity and debt
management strategy, and the government’s fiscal strategy.?

24 Budget Paper No.2, 2008-09 Strategy and Outlook, pp.44-5, 94-5

% ibid. pp.94-5

2 ibid. p.95

27 ibid. p.44

2 Department of Treasury and Finance, Victoria’s Credit Rating, www.dtf.vic.gov.au, accessed 4 September 2008
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In a bulletin issued by Standard & Poor’s on 6 May 2008, the firm stated that:*

“[The] budget announced today for the state of Victoria is consistent with the
state’s ‘AAA’ rating.

The strength of the government’s forecast operating performance and existing low
debt enables the state to maintain high capital spending without affecting its
current credit rating.

Victoria’s review of its operating surplus target further demonstrates its
commitment to a prudent medium-term fiscal strategy.

There currently is little downside risk to the rating... In the next two to three years
the rating would only be threatened in the unlikely event of a major unexpected
deterioration in the operating position combined with government inactivity in
addressing the problem.”

Moody’s Investors Service provided its latest credit opinion on Victoria in April 2008. This
opinion reaffirmed the state’s AAA credit rating. The agency’s summary comments on the rating
stated that:*

“...Victoria’s credit quality reflects a sound record of financial performance
underpinned by the state’s prudent fiscal practices along with strength in tax
revenues and commonwealth grants, a modest debt burden stemming from positive
cash operations over many years, and a sizable and diversified economic base
which amply supports the state’s financial obligations....”

On Victoria’s rating outlook, Moody’s commented:*

“The outlook is stable, based on Moody’s assessment that the state’s strong
financial profile and low debt burden position it well to absorb financing deficits
(net borrowing result) and an associated increase in debt burden anticipated over
the medium term.”

On what could change the rating, the agency stated:*

“An unlikely scenario combining a severe decline in the housing market and
economic recession along with a significant change in the government’s prudent
fiscal policies that would lead to a rapid accumulation of debt, could have an
adverse impact on the rating.”

29 Standard & Poor’s, Victorian State Budget’s Forecast Net Debt Increases Consistent With ‘AAA’ Rating, bulletin,
6 May 2008
" Moody’s Investors Service, Credit Opinion: Victoria (State of) Australia, 15 April 2008
ibid.
82 ibid.
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2.3  Funding for infrastructure investments

The Treasurer has stated that, over the next four years, the government will invest a further
$17 billion in infrastructure, which is in addition to around $20 billion allocated to delivery of its
infrastructure program since 1999.%

The budget papers identify that net infrastructure investment is expected to be $3.9 billion in
2008-09 and to average $4.3 billion a year over the forward estimates period.** The latter figure
represents additional annual spending on infrastructure of $1 billion when compared with the
equivalent estimate shown in last year’s budget.

The capital expenditure estimates for the three year period 2009-10 to 2011-12 incorporate an
unallocated provision totalling $3.6 billion. The government has indicated that this provision will
be allocated, in accordance with existing budget practice, to specific projects in future budgets “to
ensure realistic forward projections of infrastructure investment”.®*

Cash flow projections shown in the budget indicate that around 64 per cent of net infrastructure
investment will be funded by the cash surplus, after adjustment for the adding back of depreciation
and other non-cash accrual items. The remainder of the infrastructure program will be funded by
borrowings.®

The budget papers state that, over the forward estimates period, general government net debt is
projected to rise from $2.3 billion at June 2008 to $9.5 billion at June 2012.%" As a percentage of
gross state product, net debt is expected to rise from 0.9 per cent at June 2008 to 2.9 per cent at
June 2012, compared with 3.0 per cent ($4.8 billion) at June 1999.%

The Treasurer described this projected level of debt as “modest, manageable and sustainable.” *

In its previously mentioned May 2008 Bulletin confirming the state’s AAA rating,
Standard & Poor’s drew attention to the longer-term ramifications of a rising level of debt with the
comment “... In the longer-term, the rating could be threatened if debt continued to grow at the
forecast rate beyond the current 2012 estimate.” However, the rating agency considered this “is
unlikely.””*

2.4  New funding initiatives for 2008-09

The government’s key themes underpinning the 2008-09 Budget are principally reflected in the
new revenue, output and asset funding initiatives presented in the budget papers.

An appendix to the service delivery document provides the main budget presentation of output and
asset funding initiatives, comprising an alphabetical listing of all initiatives under the responsible
department accompanied by a short description of each initiative and specification of the output to
which it contributes.”* Disclosure of this latter relationship between initiatives and output represents
a valuable addition to the budget papers introduced in last year’s budget.

i Budget Paper No.1, 2008-09 Treasurer’s Speech, p.4
8 Budget Paper No.2, 2008-09 Strategy and Outlook, p.49
% ibid. pp.49-50

% ibid. p.49
s ibid. p.56
%8 ibid.

% Budget Paper No.1, 2008-09 Treasurer’s Speech, p.4

40 Standard & Poor’s, Victorian State Budget’s Forecast Net Debt Increases Consistent With ‘AAA’ Rating, bulletin,
6 May 2008

4 Budget Paper No.3, 2008-09 Service Delivery, pp.289-360
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Table 2.2 shows the aggregate dollar values for 2008-09 and over the forward estimates period of
new output initiatives announced in the budget together with the budget’s new asset funding
initiatives assigned to each department:

Table 2.2: New output and asset initiatives
announced in 2008-09 Budget
2009-10

2008-09 to 2011-12 2008-09 Total

Department Output Output Asset estimated asset
initiatives initiatives initiatives investment ®
($ million) ($ million) ($ million) ($ million)

Education and Early Childhood
Development 55.4 197.5 233.9 592.3
Human Services 485.3 1,069.2 144.2 524.3
Infrastructure (c) 136.5 486.0 212.3 1,402.2
Innovation, Industry and Regional 166.2 497.9 14.4 49.8
Development
Justice 188.5 743.3 118.3 443.7
Planning and Community 428 157.0 17.4 65.4
Development
Premier and Cabinet 6.9 19.8 7.2 11.2
Primary Industries 10.4 22.5 2.8 13.9
Sustainability and Environment 106.3 93.4 45.4 91.6
Treasury and Finance 18.7 - 1.9 1.9
Parliament 6.5 23.3 0.9 3.8
Government wide 202.7 527.8 23.7 45.9
Total 2008-09 Budget funding 1,426.3 3,837.8 822.4 3,246.0
Less:
Funding from demand 1,244.2 3,457.6 n/a n/a
contingency and efficiencies
Net impact of new 2008-09
Budget output funding @ 182.0 380.2 822.4 n/a
Notes: (&) Excludes initiatives funded from internal reprioritisation or other existing funding sources and

2007-08 Budget update initiatives.

(b) Total estimated investment includes projects to be delivered through the public non-financial
corporations sector on behalf of the government.

(c) Most functions of the former Department of Infrastructure were transferred to a new
Department of Transport under machinery of government changes announced shortly before
release of the 2008-09 Budget.

n/a not applicable
Some minor variations in additions may not add up due to rounding

Source: Budget Paper No.2, 2008-09 Strategy and Outlook, pp.46, 50
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The Committee identified in its report on the 2007-08 Budget estimates that, although there is
extensive coverage of new funding initiatives in the departmental sections of the budget papers, the
output and asset initiatives assigned to each department are not grouped, and budget allocations not
sub-totalled, according to applicable budget themes. With this form of presentation, the Committee
considered it was difficult to ascertain from the budget documents the extent of each department’s
responsibility in servicing the budget themes.*

As pointed out by the Committee in its previous report, the 2006-07 Budget documents grouped
budget initiatives (but did not sub-total funding allocations) according to key strategic policy
documents such as A Fairer Victoria, Moving Forward, Maintaining the Advantage and Healthy
Futures etc. However, this practice was discontinued in the 2007-08 Budget documents. In the
current budget documents, some government-wide initiatives have been grouped according to
certain government strategies such as Climate Change and Future Farming but all departmental
initiatives are listed in alphabetical order without any connecting link to a strategy or budget theme.

The Committee continues to encourage the government to adopt as a standard feature of each
year’s budget papers the linking of output and asset initiatives in each departmental section with
the applicable budgetary theme or policy priority under Growing Victoria Together. Such themes
form the basis of the government’s summary document on the budget and reflect the priorities and
directions of funding proposed by the government for the ensuing year. The Committee will further
consider this issue as part of its current inquiry into financial and performance reporting practices
in the public sector.

2.5 Contingency provisions

The dissection of budgeted operating expenses in table 3.1 of Budget Paper No.4 discloses that
Contingencies not allocated to departments are estimated to total $429.3 million for 2008-09 as
part of an aggregate of $7.7 billion for the four year period to 2011-12.”* An explanatory footnote
states that this contingency “includes a provision for programs lapsing, future demand growth,
items not yet formalised at the time of the budget and an allowance for departmental
underspending in 2008-09™.

The contingency provision for asset spending is presented in the budget as an approved capital
provision of $3.6 billion to 2011-12 that will be allocated to specific projects in future budgets.*
This provision forms part of the computation of estimates for the net cash investment in fixed
assets which, as mentioned in the earlier section 2.3 relating to infrastructure funding, is financed
by a combination of the operating cash surplus and an increase in net debt.

A third form of contingency provision available to the government is the Advance to the Treasurer
to meet urgent claims that may arise before Parliamentary approval. This provision forms part of
annual appropriations recorded under the Department of Treasury and Finance in the annual
appropriation act. The provision for 2008-09 totals $932 million.*

42 Public Accounts and Estimates Committee, Report on the 2007-08 Budget Estimates — Part Three,

September 2007, p.29
43 Budget Paper No.4, 2008-09 Statement of Finances, p.97
44 Budget Paper No.2, 2008-09 Strategy and Outlook, pp.49-50
4 Appropriation (2008-09) Act 2008, Schedule 1, p.15
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Table 2.3 brings together the above contingency items as presented in the current budget and the
appropriation act for 2008-09:

Table 2.3: Contingency items within the
2008-09 Budget and Appropriation Act

2008-09 2009-10 2010-11 2011-12 Total
Item Budget Estimate Estimate Estimate

($ million) ($ million) ($ million) ($ million) ($ million)

Output contingencies

Output contingencies not 429.3 1,687.3 2,434.0 3,121.1 7,671.7
allocated to departments (a)

Advance to the Treasurer to 932.0 - - - 932.0
meet urgent claims that may
arise before Parliamentary
approval (b)

Total 1,361.3 1,687.3 2,434.0 3,121.1 8,603.7

Asset contingencies

Approved capital provision to - 607.0 1,146.4 1,904.0 3,657.4
be allocated to specific projects
in future budgets (c)

Sources: (a) Budget Paper No.4, 2008-09 Statement of Finances, p.97

(b) Appropriation (2008/09) Act 2008, page 15 of Schedule 1. The total shown is a minimum
figure as, based on past practice, it is likely that a similar provision for each year beyond
2008-09 would be included in the respective appropriation Act

(c) Budget Paper No.2, 2008-09 Strategy and Outlook, p.49

The equivalent total contingency provisions presented in last year’s budget were $4.2 billion for
output spending and $1.6 billion for asset spending which means that output contingencies have
increased in comparison by $4.5 billion or 107 per cent for outputs and by $2.1 billion or
127 per cent for assets.

The magnitude of the above contingency items may appear, on an initial assessment, to be
considerable and the Committee has previously reported that it is difficult to be precise on what
constitutes an appropriate level of contingency provisions for any four year forward estimates
period.”® On the one hand, it can be argued that adequate allowance for contingencies in budget
estimates is a fundamental component of sound risk management in order to guard against the
impact of unforeseen occurrences or changes in global or local economic conditions. They are also
available for future program or policy initiatives which might be in the process of being developed
but were not finalised at the time of the budget. A counter argument is that excessive reserve
provisions in budgets should be avoided with freed up funds redirected to taxation relief or to
delivery of key community services.

Table 2.4 restates and compares, for the current and previous budgets, the above output and asset
contingency figures as a percentage of total operating expenses and of net cash investment in fixed
assets respectively.

4 Public Accounts and Estimates Committee, Report on the 2007-08 Budget Estimates — Part Three,

September 2008, p.31
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Table 2.4: Comparison of output and asset contingencies
for forward estimates period shown in the
2007-08 and 2008-09 Budgets

2007-08 2008-09
Budget Budget
Contingency item (4 years to (4 years to
2010-11) 2011-12)
(%) (%)
Output contingency
Contingencies not allocated to departments expressed 26 4.9
as a percentage of total operating expenses ‘ '
Asset contingency
Unallocated capital provision expressed as a
. oo 12.2 21.4
percentage of net cash investment in fixed assets

Sources:  Budget Paper No.2, 2007-08 Strategy and Outlook, p.45, 49; and
Budget Paper No.4, 2007-08 Statement of Finances, p.44, 97.

It can be seen from table 2.4 that the government has made provision in the 2008-09 Budget for a
significant increase in the quantum of output and asset contingencies relative to projected operating
expenses and cash outlays on assets respectively over the forward estimates period, when compared
with the previous budget. This situation means that the government will have substantially
increased flexibility over the next four years to address both planned and unforeseen future output
and asset occurrences, while remaining within established budgetary parameters relating to
budgeted surplus and projected debt levels.

As explained in its report on the 2007-08 Budget estimates, the Committee views the management
of contingencies as a significant element of the government’s fiscal responsibilities. In that report,
the Committee considered, from an accountability perspective, there was scope for greater
transparency by the government in the presentation of contingencies, including their role and
impacts in the budgetary process and the basis adopted for their quantification.*

The Committee was therefore pleased to see some additional commentary in the 2008-09 Budget
papers on the nature and function of contingencies as part of an explanation of the government’s
expenditure risks.*® It sees potential for the government to build on this initial step in future budgets
through tabular disclosure of all contingencies and identification of the basis for their
quantification. The Committee will further consider the adequacy of external reporting in this area
as part of its current inquiry into financial and performance reporting in the public sector.

a Public Accounts and Estimates Committee, Report on the 2007-08 Budget Estimates — Part Three,

September 2008, p.34

48 Budget Paper No. 2, Strategy and Outlook, p.48
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2.6  Major planned efficiencies across government outlined in
the 2008-09 Budget

2.6.1 Savings targets set under Efficient Government Policy

The Committee’s report on the 2007-08 Budget estimates identified that last year’s budget
commenced implementation of the government’s Efficient Government Policy which forms part of
the government’s 2006 election commitments.” The policy provides for output savings to be
achieved by departments over the four year period 2007-08 to 2010-11. It incorporates a strategy of
Buying Smarter, Buying Less and is aimed at encouraging all departments to reduce non-necessary
expenditure, use new technology to improve service delivery at a reduced cost, and operate more
efficiently.®® The Government Services Group within the Department of Treasury and Finance has
primary responsibility for delivering the Efficient Government Policy.

The 2008-09 Budget papers disclose that output savings totalling $371 million are to be realised by
departments under the policy’s six efficiency measures over its remaining three years, 2008-09 to
2010-11. The composition of these savings is presented in the budget papers as follows:

e the Buying Smarter, Buying Less program — $241 million;

e awhole of government approach to shared services — $55 million;

e the Best Practice In Grant Administration program — $30 million;

¢ more efficient management of the government vehicle fleet — $15 million;
e reduced advertising and consultancy expenditure — $15 million; and

e better integration of ICT services across government — $15 million.

The budget papers deduct these savings from each year’s output funding allocations for the
government’s 2006 election commitments to arrive at the net funding available across departments
for implementation of the commitments. Most of these funding allocations were announced in last
year’s budget. The budget papers do not identify the share of targeted savings assigned to each
department.

2.6.2 General efficiencies to be achieved by departments

A second category of efficiencies identified in the 2008-09 Budget papers relates to general
efficiencies in administration totalling $500 million to be achieved by departments over the four
year forward estimates period to 2011-12.* Each department’s share of the planned efficiencies is
shown in the budget papers as a deduction from aggregate funding allocated for new output
initiatives falling within the department’s responsibility. Table 2.5 shows the spread across
departments of the planned general efficiencies.

49 Public Accounts and Estimates Committee, Report on the 2007-08 Budget Estimates — Part Three,

September 2008, pp.34-7
50 Budget Paper No.3, 2007-08 Service Delivery, p.35
5 ibid. p.282
52 ibid. p.358
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The above information is not presented in tabular form in the budget papers and it is necessary for
readers to locate and add each department’s annual targeted savings to arrive at an aggregate
organisational figure for the forward estimates period.

Consistent with the approach adopted in last year’s budget for the Buying Smarter, Buying Less
component of the Efficient Government policy, the allocation across departments of general
efficiencies identified in the current budget is on a proportionate basis, with similar targets assigned
to particular groups of departments.

2.6.3 Further scope for improved presentation of planned
efficiencies in budget papers

In its report on the 2007-08 Budget estimates, the Committee was critical of the limited approach
adopted for presentation in the budget papers of savings targeted across departments under the
Efficient Government policy and other efficiency strategies. The Committee suggested that future
budget papers incorporate a simple reconciliation of aggregate targeted savings under each
efficiency category and each department’s expected contribution to those savings.

Such an approach should complement information on savings included in published reporting
documents such as departmental annual reports so that prospective data on planned efficiencies
disclosed in the budget documents can be readily linked to the ex-post data on actual achievements
reported by departments.

The Committee also considered that the formulation of budgeted efficiency savings might better
reflect each department’s unique organisational circumstances and potential to generate savings,
rather than involve similar somewhat ad hoc allocations across particular groups of departments.*

The Committee recognises that the coverage of efficiencies in the 2008-09 Budget papers reflects
an improvement on the previous year in that planned savings under each efficiency measure under
the Efficient Government Policy are now separately recorded. However, the Committee considers
there is scope for further improvement in the presentation of what has become an important aspect
of annual budgets, given that the information included in the 2008-09 Budget papers:

e does not identify each department’s expected contribution to the targeted savings of
$371 million under the six efficiency measures of the Efficient Government policy over the
policy’s remaining three years;

¢ does not identify the nature and composition of general efficiencies in administration totalling
$500 million expected to be achieved by departments over the four year period to 2011-12;

¢ indicates that the allocation across departments of the targeted general efficiencies is on a
proportionate basis incorporating similar allocations for particular groups of departments,
which does not necessarily reflect each department’s unique organisational environment and
potential to generate savings; and

e requires readers to collate the targeted annual savings from general efficiencies assigned to
each department to determine its aggregate contribution to targets over the forward estimates
period.

The Committee would prefer to see, in future budget papers a more structured approach to the
presentation of planned efficiencies so that the published material and annual report give a clearer
picture of each department’s contribution to aggregate savings and more definitive information on
the nature of expected savings and the basis adopted for their allocation across individual
departments.

58 Public Accounts and Estimates Committee, Report on the 2007-08 Budget Estimates — Part Three,

September 2008, p.35
5 ibid. p.37
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2.7 Revenue foregone initiatives contained in 2008-09 Budget

Each year, the government presents commentary in the budget papers on the expected financial
impact of revenue foregone initiatives such as tax relief granted to certain taxpayers, and
concessions and subsidies designed to assist particular groups.

2.7.1 Tax relief measures announced in 2008-09 Budget

The 2008-09 Budget papers identify three tax relief measures that were introduced in the
2008-09 Budget and their expected impact over the forward estimates period to 2011-12.
Table 2.6 lists these three tax relief measures, valued at just over $1 billion over the four year
period.

Table 2.6: Tax relief measures in 2008-09 Budget
2008-09 2009-10 2010-11 2011-12 Total
Budget Estimate Estimate Estimate

($ million) ($ million) ($ million) ($ million) ($million)

Land tax cuts -122.3 -119.1 -125.3 -122.0 -488.7
Land transfer duty -149.5 -87.9 -90.3 -93.9 -421.6
Payroll tax cut -36.6 -42.2 -44.6 -47.2 -170.6
Total tax relief -308.4 -249.2 -260.2 -263.1 -1,080.9
Note: (@) A negative figure indicates reduced revenue

Source: Budget Paper No.2, 2008-09 Strategy and Outlook, p.42

The budget papers indicate that the 2008-09 land tax relief measures will complement the
government’s recent land tax reforms. The measures provide for an upward adjustment of
approximately 10 per cent to land tax thresholds and reduction of the top land tax rate from
2.5 per cent to 2.25 per cent.*

The tax relief measure for land transfer duty includes a reduction of about 10 per cent to all stamp
duty on land transfer thresholds, targeted assistance to first homebuyers and two additional
exemption provisions.*®

Tax relief from a cut in payroll tax arises from a reduction in the payroll tax rate to 4.95 per cent
effective from 1 Jul 2008.

2.7.2 Tax expenditures and concessions

In addition to the above information on the specific impact over the forward estimates period of tax
relief measures incorporated in the 2008-09 Budget, a whole chapter in the budget papers is
devoted to estimates of aggregate tax expenditures and concessions arising from both past and
current revenue decisions.*

:z Budget Paper No.2, 2008-09 Strategy and Outlook, p.42
ibid.
5 Budget Paper No.4, 2008-09 Statement of Finances, pp.207-214
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The budget papers define tax expenditures as tax concessions granted to certain taxpayers,
activities or assets which are a deviation from the normal taxation treatment. They include tax free
thresholds, entitlements to exemptions, lower tax rates, deductions or tax rebates.® Aggregate tax
expenditures, excluding tax thresholds, are projected to total $2,684 million in 2008-09 while tax
expenditures that can be costed, including tax thresholds, are estimated to be $4.6 billion.*®

The budget papers define concessions as a direct budget outlay or reduction in government charges
that have the effect of reducing the price of a good or service for particular groups. The papers
explain that concessions allow certain groups in the community to access and/or purchase
important amenities like energy, health and transportation at a cheaper or zero cost.® The total
value of major concessions in 2008-09 is estimated to be $1.3 billion, with the breakdown
according to type of concession shown in the budget papers as follows:

Table 2.7: Total estimated value of concessions by category
2007-08 2008-09

Type of concession Estimate Estimate

($ million) ($ million)
Energy, municipal rates, water and sewerage 281 309
Education 188 200
Health 486 506
Hardship assistance 21 22
Transport 249 258
Total 1,225 1,294

Source: Budget Paper No.4, 2008-09 Statement of Finances, p.213
The budget papers include a description of the various types of concessions.

As signalled in its report on the 2007-08 Budget estimates, the Committee is taking an increasing
interest in the reporting of explicit and implicit subsidies in budgets and forward estimates. More
detailed commentary on the revenue foregone initiatives included in the 2008-09 Budget is given in
Chapter 10.

58 Budget Paper No.4, 2008-09 Statement of Finances, p.207
5 ibid. pp.207, 210
60 ibid. p.212
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2.8 Unapplied budgets carried forward to 2008-09 by
departments

Section 32 of the Financial Management Act 1994 provides the authority for unapplied output and
asset appropriations to be carried forward to the following year. The capacity to carry forward
unapplied appropriations formed part of legislative amendments introduced several years ago to
increase the flexibility of departments in their management of appropriations.

The budget papers summarise, in aggregate form, the amounts to be carried forward from 2007-08
to 2008-09 for each department.®* The total of these carried forward amounts (not shown in the
budget papers) is $539.7 million comprising $267.5 million for output funding, $271.2 million for
asset funding and $1 million for payments made on behalf of the State. The budget papers do not
contain any information on the underlying reasons for each department’s funding carry over or the
intended revised timing for use of carried forward funds.

As part of its 2008-09 Budget Estimates inquiry, the Committee sought information from
departments on the factors giving rise to the need for the carry over of funding. The responses
received from departments, which were included in the Committee’s Report on the 2008-09 Budget
Estimates — Part One, disclose a wide range of underlying circumstances including:

e delays of many categories such as contractor issues, revisions to project timelines and cash
flow forecasts, extended negotiation and consultation processes, and changes to project
milestones following awarding of contracts;

e timing differences between the funding and implementation of programs (particularly those
involving Commonwealth funding) across calendar and financial years;

e grant recipients not achieving milestones; and
e aneed to recruit staff to administer new funding initiatives.

In its report on the 2007-08 Budget estimates, the Committee considered that, given the high dollar
value of carried forward appropriations, more extensive coverage under each department, as
appropriate in the budget papers and specifically in the government’s Annual Financial Report,
would enable Members of Parliament and other readers to assess the reasons for carry over
funding, particularly relating to delays in the delivery of programs, and to seek explanations where
deemed necessary.®

The Committee intends to further evaluate reporting practices relating to carried forward
appropriations as part of its current inquiry into financial and performance reporting in the
Victorian public sector.

6l Budget Paper No.4, 2008-09 Statement of Finances, pp.225-7
62 Public Accounts and Estimates Committee, Report on the 2007-08 Budget Estimates — Part Three,
September 2008, p.38
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CHAPTER 3: COAG REFORM AGENDA AND

PRODUCTIVITY IN VICTORIA

Key findings of the Committee:

3.1

3.2

3.3

3.4

35

3.6

3.7

3.8

On 20 December 2007, the Council of Australian Governments (COAG) (formerly
known as the NRA) agreed to a new model of cooperation underpinned by more
comprehensive working arrangements. COAG identified seven areas for its

2008 work agenda: health and ageing; the productivity agenda — including
education, skills, training and early childhood; climate change and water;
infrastructure; business regulation and competition; housing; and Indigenous
reform.

At its meeting held on 26 March 2008, COAG agreed to a new model for federal
financial relations, with priority given to modernising payments for specific
purposes and the development of National Partnership Payments.

Victoria recorded real gross state product (GSP) of $56.60 per hour worked in
2006-07, up 2.0 per cent from 2005-06 and 10.9 per cent from 1999-2000. This is in
line with the national average real GSP per hour worked of $56.80 in 2006-07

(up 1.8 from 2005-06 and 12.6 per cent from 1999-2000).

According to the government, Victorian gross state product is forecast to grow by
3.25 per cent in 2007-08 and by 3 per cent in 2008-09. Growth will be supported by
solid, albeit slower, growth in household consumption, dwelling investment and
business investment as well as continued recovery in the farm sector (assuming a
return to average seasonal conditions).

The Committee noted that at the most recent COAG meeting held on 3 July 2008,
leaders reaffirmed their commitment to the goals of the COAG Reform Agenda to
address the challenges of boosting productivity, increasing workforce participation
and mobility and delivering better services for the community. COAG welcomed the
substantial progress that had been made on the broad reform agenda.

The Committee observed, however, that there is a lack of publicly disclosed
information in Victoria to demonstrate the linkages between economic reforms,
outcomes derived in terms of increasing productivity and improving economic
growth and prosperity. The impact of economic factors, including productivity
improvements, on budget formulation is also not clearly discernible.

Given the importance of expanding Victoria’s productivity capacity in terms of
enhancing economic growth and the state’s prosperity into the future, the
Committee believes that as the new COAG Reform Agenda gains momentum, there
will be a need for the development of a more transparent and comprehensive
outcome-based public accountability regime, both in annual reports and the state’s
budget papers.

As the COAG Reform Agenda unfolds and improvements to Victoria’s productivity
are achieved, the Committee will view with interest the outcome of evaluations
conducted on reform projects, the effectiveness of strategies designed to improve
Victoria’s productivity and enhancements introduced to improve the outcomes
reporting framework.
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3.1 Introduction

Past coverage by the Committee

Since the inception of the 56th Parliament of Victoria, past Committee reports covering the budget
estimates for 2007-08 and financial and performance outcomes for 2006-07 have featured:

e commentary on the way in which budget initiatives have responded to the National Reform
Agenda (NRA); and

o examples of the impact of portfolio spending initiatives on improving productivity in Victoria.

The Committee was pleased to learn that in terms of its recommendation that the Department of
Premier and Cabinet ensure that evaluations (including assessments of measurable costs and
benefits against estimates) take place with regard to the delivery of NRA programs and projects,
the government indicated that the department would consider further information around evaluation
as the NRA develops.®

The Committee was also pleased to find that in response to its recommendation that the budget
papers explain how strategies and initiatives are designed to improve Victoria’s productivity and
associated outcomes for the community, the government advised that the Department of Treasury
and Finance and Department of Premier and Cabinet would continue to work together, in
consultation with departments, to develop and improve the outcomes reporting framework.*

As the Council of Australian Governments (COAG) Reform Agenda (formerly known as the NRA)
unfolds and improvements to Victoria’s productivity are achieved, the Committee will view with
interest the outcome of evaluations conducted on reform projects, the effectiveness of strategies
designed to improve Victoria’s productivity and enhancements introduced to improve the outcomes
reporting framework.

Council of Australian Governments — recent deliberations prior to the handing
down of Victoria's budget for 2008-09 on 6 May 2008

The Committee noted that with the change in government that occurred at the Federal level after
the Federal election in November 2007, COAG decided at their meeting on 20 December 2007 that
previously agreed work under the NRA would continue.®

At its meeting on 26 March 2008, various commitments were made by COAG concerning a new
COAG Reform Agenda. The new platform encompasses elements of the NRA. This new
microeconomic reform agenda for Australia, which has a focus on health, water, regulatory reform
and the broader productivity agenda, also covers areas connected with water supply, climate
change, infrastructure, housing affordability, homeless people and Indigenous disadvantage. The
productivity agenda includes reforms across all aspects of education — early childhood
development, schooling and vocational education and training. Importantly, at its March 2008
meeting, COAG agreed to a new model for federal financial relations, with priority given to
modernising payments for specific purposes and the development of National Partnership
Payments. A diagram developed by the Committee showing components of the COAG Reform
Agenda is presented in Figure 3.1.

63 Government Responses to the Recommendations of Public Accounts and Estimates Committee’s 73rd Report on

the 2007-08 Budget Estimates, p.4
o4 ibid. p.6
6 Council of Australian Governments, Communiqué, 20 December 2007, p.2
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Figure 3.1: The COAG Reform Agenda
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Source: Figure compiled by Public Account & Estimates Committee

In terms of engagement between the Victorian and commonwealth governments, the Premier
advised at the Committee at the budget estimates hearing on 12 May 2008 that:

“There have been a number of examples and historically the national reform
agenda is probably the best example of significant reform, which is about driving
productivity growth. ... .°

The key thing there in the national reform agenda is, as | said earlier, that it is
investment in human capital and it is regulation reform. In the human capital area
they are really the two strands. The first is preventive health care, and the second
is investment in education and skills. In the preventive health care space, the
federal government is doing a huge amount of work in that area at the moment.
Already it has partnered with us on increasing funding for things like diabetes.
There has been some modest increase in funding in that area, which we welcome.
There has been a significant increase in mental health funding, which we welcome,
and we hope to see more which will come out of possibly this week’s federal budget
in that preventive health space. | know just from the work that the DHS has done
on diabetes in Victoria the savings that can be made in the workforce from
reducing diabetes. Diabetes is costing the Victorian economy about $1 billion a
year, and there are great opportunities under the NRA to reduce that.

In education I think the biggest thing is the commitment the federal government has
made to 500,000 new training places over next four years. Again, we look forward
to a start to that in the federal budget, and that is consistent with all the work that
the productivity working group, as part of COAG, chaired by Deputy Prime
Minister Julia Gillard has been doing. So I think there is very positive work
occurring, it is pretty detailed work, and it is all consistent with that national
reform agenda.”®

66 Hon. J Brumby MP, Premier, 2008-09 Budget Estimates hearing, transcript of evidence, 12 May 2008, p.5

5 ibid. p.24
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3.2 Impact of developments at the Commonwealth level on
budget formulation in Victoria

In examining the Budget Estimates for 2008-09, the Committee was interested in ascertaining from
agencies the impact that developments at the Commonwealth level have had on preparing
departments’ component of the state budget. Information provided by departments in May 2008 is
set out in table 3.1.

Table 3.2: Measures undertaken at the Commonwealth level
that have impacted on the development of
departments’ budgets for 2008-09

Department Commonwealth government developments

Parliamentary departments Minimal (if any) impact has resulted from development at the
Commonwealth level.

Department of Education and Early | Changes to the approach taken by the Commonwealth Government to
Childhood Development distribute Specific Purpose Payments (SPP) from 2009 onwards have
not been finalised. Discussions are currently being undertaken with the
States on how the Specific Purpose Payments will be distributed to the
States from 2009 onwards.

As changes to the way the Commonwealth will distribute SPP have not
been finalised, the 2008-09 Budget has been prepared in the same
manner as previous budgets with SPP continuing to be identified
separately.

Indexation, based on the anticipated movement in the Average
Government School Recurrent Cost (AGSRC), has been incorporated
into the 2008-09 Budget and the forward estimates.

Any Commonwealth funding received as part of the 2008-09
Commonwealth Budget will be reflected in the Department’s forward
estimates post-budget.

Department of Human Services On 20 December 2007, COAG agreed to a new model of cooperation
underpinned by more comprehensive working arrangements. COAG
identified seven areas for its 2008 work agenda: health and ageing; the
productivity agenda — including education, skills, training and early
childhood; climate change and water; infrastructure; business regulation
and competition; housing; and Indigenous reform.

Seven working groups were established, each overseen by a
Commonwealth Minister, with senior departmental level deputies
nominated by the States and Territories. The Secretary, Department of
Human Services is a health and ageing workgroup representative and
facilitates a constructive working relationship with the Commonwealth in
health and ageing and across the breadth of human services. The
Director of Housing is a Victorian representative on the Affordable
Housing working group.

COAG has also agreed to begin changing the nature of
Commonwealth-State funding arrangements by focusing more on
outputs and outcomes, underpinned by a commitment from the
Commonwealth Government to provide incentive payments to drive
reforms. This will include reform of Specific Purpose Payments (SPP).
The proposed SPP reforms are expected to require less onerous
reporting and concentrate on outputs and outcomes, and new National
Partnership Payments (NPPs) will include incentive reform type
payments which may be subject to more detailed accountability and
reporting.
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Table 3.2: Measures undertaken at the Commonwealth level
that have impacted on the development of
departments’ budgets for 2008-09 (continued)

Department

Commonwealth government developments

Department of Human Services
(continued)

In relation to health and ageing, areas of COAG focus include:
e tackling elective surgery waiting times;
e investing in public dental programs;
e nursing workforce;
e preventative health care; and
eGP superclinics.

The department’s funding submission to the 2008-09 State Budget
provided for existing Commonwealth/State agreement commitments and
related activities including:

Elective Surgery

The Commonwealth and States have signed the Commonwealth 2008
Elective Surgery Waiting List Reduction Plan funding agreement.
Victoria will be funded $34.2 million to perform an additional 5,908
elective surgery procedures by 31 December 2008.

Chronic Disease

Recent COAG initiatives have sought to improve health outcomes
associated with chronic disease. An explicit agenda to increase the
focus on prevention and early intervention underscores the Australian
Better Health Initiative (ABHI) and the human capital stream of the
National Reform Agenda (NRA). Both initiatives have been key drivers
for plans to develop a Victorian Integrated Chronic Disease Plan and roll
out of associated activities in 2008-09.

The existing focus on an integrated approach to chronic disease in
Victoria will contribute to meeting health outcomes of ABHI and the NRA
along the care continuum from the well population to those with
advanced chronic conditions.

Oral Health

Australia’s National Oral Health Plan 2004-13, endorsed by all health
ministers, sets out an action area to extend water fluoridation around
Australia.

HIV/AIDS and Hepatitis C

Commonwealth funding provided to the State in relation to HIV/AIDS and
Hepatitis C has had no growth component for a number of years.

Workforce

The Commonwealth government’s announcement of 1,500 additional
university nursing places across Australia from 2009 is welcomed, but
will require Victorian public health services to create additional clinical
placements for the new nursing students. This will make it more
important for public hospitals to be able to offer high quality teaching
facilities, including teaching rooms, teaching equipment, and audiovisual
and simulation tools.

Mental Health

The development of the new Victorian mental health strategy builds on a
new framework for joint Commonwealth-State responsibilities for mental
health service provision. These shared and complementary
responsibilities were progressed through the COAG National Action Plan
on Mental Health and continue to be developed through the Victorian
COAG Mental Health Group and a range of other intergovernmental
structures.

In addition, Victoria has commenced working with the Commonwealth in
the early stages of implementing the Commonwealth Government's
commitment on peri-natal mental health.
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Table 3.2: Measures undertaken at the Commonwealth level
that have impacted on the development of
departments’ budgets for 2008-09 (continued)

Department

Commonwealth government developments

Department of Human Services
(continued)

Housing

The Commonwealth Government’s focus on increasing housing
affordability and ameliorating homelessness aligns with the Victorian
Government's objectives in this area.

The Commonwealth has announced a National Rental Affordability
Scheme to grow the supply of affordable housing in Australia. This
builds on the Victorian Government’s commitments to grow affordable
housing supply for low-income people, including the ongoing delivery of
units associated with the $500 million boost for social housing
announced in the 2007-08 State Budget.

The Commonwealth’s A Place to Call Home initiative, which aims to
provide homeless people with immediate access to long-term housing,
complements work being done in Victoria to provide better access to
housing and homelessness services and prevent people becoming
homeless in the first place.

Department of Infrastructure

During the federal election, the Commonwealth Government agreed to
provide funding of $2.7 billion to Victoria for 23 AusLink 2 projects
between 2009-2014.

These projects will be funded in partnership with the Victorian
Government. They will enhance the efficiency of Victoria’s transport
network and facilitate economic development, regional growth and
export activity. The Victorian Government is keen to commence delivery
of these projects as quickly as possible.

Victoria has sought Commonwealth funding for Auslink 2 projects in the
federal 2008-09 Budget. The Victorian and Commonwealth
Governments are working in partnership to address the gaps and
bottlenecks in the national transport system and generate new jobs,
investment and prosperity for Victorians.

Department of Innovation, Industry
and Regional Development

Developments at the Commonwealth level have had minimal impact,
however there is the potential for future impact in relation to proposed
changes to the negotiation of Commonwealth Specific Purpose
Payments and changes in relation to Tertiary Education funding.

Department of Justice

Departmental Response

The development of the 2008-09 Budget allows for increased judicial
remuneration costs. These costs are driven by the Government’s policy
to maintain parity with the Commonwealth Remuneration Tribunal’s
determination, as required under the Judicial Salaries Act 2004.

In addition, the Department of Justice (DoJ) receives two major
Commonwealth Special Purpose Payments:

1. Compensation for transfer of corporate regulatory function to
Commonwealth

In 1991, to ensure uniformity and efficiency in company and
securities regulation, the States agreed to hand over their regulatory
functions to the Commonwealth. The States are compensated by
the Commonwealth for the financial loss of companies and
securities regulation revenues as a result of this change.

2 Legal Aid

Commonwealth specific purpose grants are paid to assist the
functioning of State legal aid schemes. The Commonwealth
provides funding for a share of the operating costs of State Legal
Aid Commissions and for referrals to private practitioners on
Commonwealth matters.
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Table 3.2: Measures undertaken at the Commonwealth level
that have impacted on the development of
departments’ budgets for 2008-09 (continued)
Department Commonwealth government developments

Department of Justice
(continued)

Victoria Police Response

There have been no specific Commonwealth Government developments
impacting on the Victoria Police component of the state budget.

Department of Planning and
Community Development

There are significant opportunities to collaborate with the
Commonwealth Government, particularly in the areas of housing
affordability, social inclusion, cutting red tape, and strengthening local
government and the community sector.

Key developments at the Commonwealth level influencing the
department’s budget preparation included:
e housing strategy and policy (e.g. housing affordability, use of
surplus government land);
e climate change (e.g. coastal management and the future of
farms);
e water resources (e.g. water security for towns and cities); and
e transport infrastructure (e.g. funding of major road and rail
freight projects through Auslink 2).
The Commonwealth is also a funding contributor to a number of
Australian Football League club facility redevelopment projects and to
events such as the Parliament of the World's Religions.

Department of Premier and
Cabinet

There has been no direct impact on the departmental budget, other than
recognition of the continued importance of policy advice to the Premier
and Victoria’s input into the National Reform Agenda.

Department of Primary Industries

The release of the Commonwealth Budget on 13 May 2008 confirms the
Rudd Government’s commitment to substantial funding of low—emission
energy technologies. This was anticipated in the Victorian budget
allocation for such technologies, which will be used to leverage
Commonwealth and private funding.

Department of Sustainability and
Environment

The main impact for the department arising from developments at the
Commonwealth level is the lack of early advice on funding for a number
of projects or programs. This means that there is some uncertainty for
the department as to expected Commonwealth revenue for 2008-09,
including the level of the department’s Special Purpose Payments
(SPP’s) for 2008-09.

For example, the Commonwealth is changing the way in which the
existing National Action Plan for Salinity and Water Quality (NAP) and
the Natural Heritage Trust (NHT) programs are run. In previous years,
the Commonwealth has provided SPP funding under the NAP/NHT to
match the State’s contribution.

The department understands that up to 40 per cent of the
Commonwealth’s total contribution to States and Territories may
potentially now be held centrally by the Commonwealth, with jurisdictions
to ‘bid’ for a proportion of this funding.

Department of Treasury and
Finance

The department will continue to be significantly involved in the Council of
Australian Governments (COAG) reform process through 2008-09. The
department participates in all COAG working groups, as well as its
continuing support for the Treasurer in his participation in the Ministerial
Council. The department is allocating sufficient resources to meet this
requirement.

Source:
(question 1.3)

Departmental responses to the Committee’s 2008-09 Budget Estimates questionnaire
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3.3 How have productivity improvement and National Reform
Agenda initiatives been addressed in framing departmental
budgets for 2008-097?

The Committee obtained a range of responses from departments to this line of inquiry. Some of the
more informative comments received are set out below.

Parliamentary Departments

Productivity requirements on current enterprise bargaining agreements are in line with the
government’s wages policy where a productivity improvement of 0.5 per cent is required. With the
electorate officers’ agreement and the parliamentary officers’ agreement due for renegotiation in
the next 18 months, this will place significant stress on the financial resources of the Parliament.®

Department of Education and Early Childhood Development

All new Budget initiatives, including capital funding, contribute to improved educational outcomes
driving productivity improvements and economic growth as well as individual benefits such as
social participation.

More recently, establishment of the new Department of Education and Early Childhood
Development signalled a new approach to the role of the government in human capital
development from birth to adulthood. The new department has a key role to play in the provision
of:

e quality early childhood education and care;
e effective and innovative school education; and
o flexible pathways to work and/or further study.

Consistent with the government’s efficiency objectives, the department has also implemented
operating efficiencies and is committed to reducing the regulatory burden on schools and children’s
services.

In terms of National Reform Agenda initiatives, the department has worked closely with the
Department of Premier and Cabinet and the Department of Treasury and Finance to develop
Victoria’s Plan to Improve Literacy and Numeracy Outcomes and contribute to the development of
multilateral reforms for the agreement and implementation by all jurisdictions.®®

68 Parliamentary Departments, response to the Committee’s 2008-09 Budget Estimates questionnaire, received

13 May 2008, p.6
Department of Education and Early Childhood Development, response to the Committee’s 2008-09 Budget
Estimates questionnaire, received 13 May 2008, p.14

69
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Department of Human Services

Rises in interest rates and inflation carry a high potential to create social stress and hardship in the
community through increased prices in the basic staples of life, mortgage stress, unemployment
and homelessness. In a climate of rising interest rates and inflation and uncertainty in economic
forecasts and stability, the department’s budget initiatives for 2008-09 have been developed with
regard to the risks of such an environment, especially in areas such as homelessness and social
housing, and the increasing costs of out of home childcare. The department’s budget initiatives also
reflect the need for a skilled and expanded health workforce and accessible tertiary and
preventative services and support the human capital element of the National Reform Agenda
(NRA), which is founded on the evidence that a healthy and skilled population secures a strong
economy, through increased workforce participation and productivity. The department’s budget
initiatives seek to provide all Victorians with the opportunity to enjoy full and active participation
in our economy and society.™

Department of Infrastructure (Dol)

The savings and efficiencies targets required of the department will be achieved, in part, through
productivity improvements in areas such as information technology.

Most of the transport infrastructure aspects of the NRA fall under the competition stream, where
COAG agreed to:

¢ ask the Productivity Commission to develop proposals for efficient pricing of road and rail
infrastructure. The department contributed to Victoria’s submission to this inquiry;

¢ harmonise and reform rail and road regulation within five years. The department has taken a
strong role in leading inter-jurisdictional work in this area;

e strengthen transport planning and project appraisal processes by adopting the Australian
Transport Council-endorsed national guidelines for evaluating road and rail infrastructure
projects. The department has prepared revised project appraisal guidelines that are consistent
with the national guidelines; and

e reduce current and projected urban transport congestion. In September 2006, the Victorian
Competition and Efficiency Commission released its report on managing transport congestion,
and the Victorian Government issued its response in March 2007. Victoria participated strongly
in the national review of urban congestion that COAG released in April 2007, and the Premier
convened a congestion workshop in January 2008.

The NRA also required each State to prepare the first of a series of five-yearly infrastructure
reports to COAG by early 2007, and Dol coordinated the preparation of Victoria’s report.”

Department of Innovation, Industry and Regional Development

Where appropriate, the department considers productivity improvement particularly during the
development of new initiatives. Most departmental initiatives or programs also seek to address
productivity improvement; for instance, through developing skills and promoting innovation
among firms.

7 Department of Human Services, response to the Committee’s 2008-09 Budget Estimates questionnaire, received

13 May 2008, p.15
Department of Infrastructure, response to the Committee’s 2008-09 Budget Estimates questionnaire, received
9 May 2008, p.12
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The department is involved in three areas related to the NRA. These are as follows:
Business Licensing

The department has led work to identify areas on which a review of business licensing, in which
case there has been marginal impact on the department’s 2008-09 Budget.

ABN/Business Names

The World Class Service project is involved in the Small Business Ministerial Council
ABN/Business Names project. This also has minimal effect on the 2008-2009 departmental budget.

Apprenticeships, Training and Skills Recognition

The Commonwealth committed $2.7 million (excluding GST) over 3 years to improve skills
recognition in Victoria, subject to matched Victorian funding. Victoria matched this funding
through its $23 million Skills Stores initiative announced in the 2006-2007 Victorian Budget. This
has seen 12 Skills Stores throughout Victoria during 2007 and 2008.The 13th will be open in
Central Melbourne in July 2008. The Budget allocation for 2008-2009 is $7.6 million, which will
predominately be used to facilitate the uptake of Recognition of Prior Learning.”

Department of Justice

Economic factors are taken into account by the Department of Treasury and Finance (DTF)
assessment of the business cases that are presented for review to the Expenditure Review
Committee (ERC) for funding approval.

Productivity improvements and initiatives have arisen in 2006-07 and 2007-08 in reviewing the
outputs and capabilities of the Supreme, County and Magistrates’ Courts. These reviews are
expected to modernise Courts’ administration; reduce Court delays; improve access to Justice
services and deliver better community outcomes.

In framing the 2008-09 Budget, the Departmental Funding Model (DFM) takes into consideration
economic factors such as interest rates, inflation and productivity improvements. When
departments (or DTF) believe that economic or other cost pressures cannot be met within the DFM,
an Output Price Review may be requested. The recommendations from the Output Price Review
are presented to ERC for approval.

The National Reform Agenda calls for a reduction in the regulatory burden through greater
national consistency in regulation, regulatory review, and increased regulatory efficiency and
transparency.

In the context of gambling regulation, streamlining of the gambling regulatory framework has
continued through bills that have been subsequently passed in Parliament. In line with government
policy, all new gambling regulations and legislation have to comply with the Regulatory Impact
Statement (RIS) and Business Impact Assessment (BIA) processes applicable to all Victorian
legislation.

The Department of Justice has completed a review and restructure of licensing arrangements for
public lotteries and is currently reviewing the licensing arrangements for electronic gaming
machines, club keno, and wagering. These reviews focus particularly on the licensing structure and
associated regulatory arrangements. Opportunities to reduce the regulatory burden and compliance
costs are considered as part of the review process.

In addition, the department is currently undertaking a review of the regulatory burden on bingo,
and reviewing the regulation of gaming venue employees.

2 Department of Innovation, Industry and Regional Development, response to the Committee’s 2008-09 Budget

Estimates questionnaire, received 9 May 2008, pp.15-16
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In the context of consumer affairs, a number of regulatory reforms are being pursued by COAG in
conjunction with the Ministerial Council on Consumer Affairs (MCCA). Consumer Affairs
Victoria is committed to the focus on regulatory reform and the broader productivity agenda
through work on the following initiatives:

Reducing the Regulatory Burden — an initiative committing the Victorian Government to measuring
the administrative burden of regulations, developing a targeted range of initiatives to reduce
burden, and monitoring progress towards achieving targeted reductions.

Occupational Licensing Review — a priority review aimed at reducing administrative burden
through the implementation of an IT system to support the licence application process for
businesses in six occupational licence categories. It is expected that on-line forms to facilitate
license applications will be developed and rolled out by 2008.

Better Business Regulation — a good practice tool kit for regulators. It provides a self assessment
for regulators to examine existing practices against a comprehensive set of activities representing
good regulatory practice.

National Trade Measurement — an initiative to ensure continuity of service and existing service
standards until the trade measurement function is transferred to the Commonwealth in 2010. In
2008-09, Consumer Affairs Victoria (CAV) will also fund an independent audit/valuation of the
trade measurement assets.

National Product Safety Regime — participation in agreement of a national consumer product safety
regulatory scheme and continued leadership of a project to harmonise existing bans and mandatory
standards across the states and territories.

Personal Properties Security — watching brief on the establishment of a single national system for
the registration and regulation of security interests in personal property to commence operation in
20009.

Business Names Registrations — participation in the development of new systems and technologies
leveraging off our highly developed business names system, which includes application of an
automated names test and online transactions. CAV is also participating in a national project
looking at improvements to Business Name registrations for businesses.

Consumer Policy Framework — input into enhanced national approaches to improve the consumer
policy framework, including legislative and regulatory structures, following the finalisation of the
Productivity Commission Review of Australia’s Consumer Policy Framework. Consumer Affairs
Victoria was the lead agency for the preparation of the Victoria Government’s submission in
response to the Productivity Commission Report.

Other Initiatives — CAV will also provide input into developing an effective and efficient national
approach to consumer protection regulation for mortgage credit and advice; margin lending; and
non-deposit taking institutions.™

7 Department of Justice, response to the Committee’s 2008-09 Budget Estimates questionnaire, received

8 May 2008, pp.22-23
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In terms of the Police and Emergency Services portfolio, the Committee was interested in
obtaining information from the Minister at the 2008-09 Budget estimates hearing about the
Enterprise Bargaining Agreement between force command and the Police Association and learning
how inherent flexibilities would enable police to reduce crime figures and increase productivity. An

extract from the transcript of the hearing is set below:

“In relation to the EBA the chief commissioner was very, very keen to bring about
greater flexibility within the force as part of the EBA, which was ultimately agreed
to. The chief commissioner and the police union also agreed that during the four
year EBA period, within the current and committed resources for the coming
period, there would be a reduction in crime by 10 per cent. So obviously flexibility
is part of the tools which the chief commissioner can now use to bring about that
reduction.

In terms of the flexibilities and why you would have the flexibilities, it is what the
chief said at the time. It is about having the right people at the right place at the
right time to make sure you have got, like on Friday and Saturday nights you have
got more people at that particular time given that that is obviously a higher activity
time, to make sure you have got more people out on the beat during that time.”

... Any reduction in crime in this state is a productivity gain in the broad sense and
a great saving in funds within our community when crime is reduced ...

Some of the flexibility was a capacity for our members to cash in part of their
leave, which is in a sense accrued time off. Perhaps | can explain accrued time off.
We work a 40 hour week, and people can take 38 hours; they are only required to
work 38 hours, so that adds up to two weeks. We are at this stage asking our
members who want to sell that leave back to us, and that is certainly occurring
now; members are doing that. What that allows us to do is we have planned a
significant number of operations, principally on Thursday, Friday and Saturday
nights for our busy time, but some other occasions, where we will use the
additional capacity available. We also can bring back members of Victoria Police
who left us. | recently hosted a dinner for retired members, and a number of them
made them the point — very experienced members — that they would like to come
back and work in busy times for Victoria Police. So this enterprise bargain allows
us to do that.

It also is a new career structure, which allows us to retain the knowledge and skill
of our members and to reward them for the job they do and for the skill they apply
in doing that particular job. It has salary sacrifice options, which is an issue for
the members as well. That had been denied this previously. It allows us to also
build on a campaign we have had to look at our rostering structures, to be able to
work with our members to make sure that we do have the right numbers of
members on at the right time ... And we are also paying for what is called
‘unsociable hours’ as part of this flexibility, because we know police officers who
are going to have work Thursday, Friday and Saturday need to be given
appropriate rewards for that, and that is what this enterprise bargain does as
well.””"
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Hon. R Cameron MP, Minister for Police and Emergency Services, 2008-09 Budget Estimates hearing, transcript
of evidence, 15 May 2008, p.12
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Department of Planning and Community Development

The department has established a three year administrative burden reduction plan to streamline
regulatory administrative processes for business and the not-for-profit sector. In framing the
2008-09 Budget, these regulatory reform initiatives have been reviewed in this context.’

Department of Primary Industries

With regard to productivity improvement, the department addresses this by allocating efficiency
savings targets, as set out under the Efficient Government policy initiative, across the department.”

At the 2008-09 Budget estimates hearing, the Committee heard about various strategies designed to
improve productivity. Various comments about the Future Farming Strategy are discussed
below.

“Research and development

If we look at the demand for protein across the globe, the demand for food, we
certainly see some very significant developments and we see some relatively
healthy prices are being achieved for the commodities that our farmers grow, so
there is an opportunity. If we look at the opportunities that are inherent in
improving productivity to research development and through science, the abilities
to improve productivity, they are tremendous opportunities. All of those are
encompassed in the Future Farming statement to meet the challenges and of
course to exploit the opportunities.”™

Skills base for agriculture and regional and rural communities and attracting
sufficient labour

The budget brought to bear, not through my department but through other
departments, considerable investment in improving the ability to build the skills
base for agriculture and for regional and rural communities through capital
initiatives and through program initiatives, something | enormously welcome and
something that the Future Farming statement foreshadowed. An important part in
terms of any industry be it agriculture, manufacturing, whatever the sector may be,
in terms of attracting sufficient labour and sufficient skills is the public perception
of a particular industry. The perception that many people in agriculture have about
themselves and about their own sector is one that is going to be increasingly
echoed by this government and is indeed echoed through Future Farming, which is
that it is an exciting, innovative, forward looking and forward moving, highly
skilled industry as we look to the future. If we paint that picture and if we project
the industry in that light we make it attractive for young people to move to.”

7 Department of Planning and Community Development, response to the Committee’s 2008-09 Budget Estimates

questionnaire, received 14 May 2008, p.26

Department of Primary Industries, response to the Committee’s 2008-09 Budget Estimates questionnaire,
received 15 May 2008, p.11

Mr J.Helper MP, Minister for Agriculture, 2008-09 Budget Estimates hearing, transcript of evidence,

16 May 2008, p.9

” ibid.
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Precision agriculture

I was blown away when | had the opportunity to observe some of the trials that are
occurring on precision agriculture when | visited field days held by Southern
Farming Systems down in the south west. The ability to sow, to fertilise — Satellite
technology is roughly good enough for 10 to 20 metre accuracy. We are talking
about accuracy that comes down to 2 centimetres. It is done through enhancing the
satellite technology as well as the interpretation of it, as well as having ground
based infrastructure.

... The opportunities for agriculture as we drive productivity — and let us define
productivity: it is doing more with less inputs. For example, if you do not have to
fertilise a broad area of soil for the same outcome, if you can narrow it down to
put it in the root zone of the crop that you are planting, you can make significant
savings. There are environmental benefits with nutrient run off, et cetera. There
are obviously cost benefits to the specific farmer, and through that productivity
improvements for agriculture. | reckon it is an absolutely exciting technology and a
fantastic way forward.

... We are expecting that 560 odd farmers will take up this capability within three
years, or 10 per cent of the 5,600 farmers for whom the network, if you want to call
it that, will be available. Uptake of new technology and practice change in
agriculture takes an exponential curve. The first farmer to adopt is the very
courageous one. The second one is still courageous, but then it comes to a point of
being commonly and quite quickly adopted right across the sector. That is clearly
what is intended with this particular technology and the government’s support
through the Future Farming statement and the commitment of resources to it.

Expected benefits: a gross economic benefit of $36 million annually for precision
farming in Victoria’s cropping district alone. That is a significant productivity
boost that comes out of this technology.””*

Department of Sustainability and Environment

Economic projections for Victoria are prepared by the Department of Treasury and Finance, and
can be found in the annual Budget Papers (BP2). As a result, the impacts of interest rates, inflation
and productivity improvements are addressed through the Departmental Funding Model (DFM),

which is also managed by the Department of Treasury and Finance.

In relation to NRA initiatives, the area which primarily impacts the department is Climate Change.

In February 2006, COAG agreed to adopt a new national Climate Change Plan of Action and to
establish a high-level inter-jurisdictional Climate Change Group to oversee implementation of the

Plan’s recommendations. COAG released a National Adaptation Framework in April 2007.
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The department has a number of climate change programs which align with the COAG framework,
and which will continue under the 2008-09 Budget. These projects and programs include:

e the Our Water Our Future: The Next Stage of the Government’s Water Plan (Victoria’s Water
Plan) that includes the construction of the Wonthaggi desalination plant will source additional
water for Victoria, commencing operations in 2011;

¢ the Land and Biodiversity at a Time of Climate Change Green Paper - the second stage in the
development of a White Paper which will set the direction for future government policy and
priorities in this area; and

e the Future Coasts: Preparing Victoria’s Coast for Climate Change project, which will assist
the Government to obtain an accurate understanding of the risks climate change presents to
Victoria’s coastline.®

Department of Treasury and Finance

The Department of Treasury and Finance has undertaken an Output restructure in two divisions to
allow for:

o greater flexibility and productivity improvement within the department; and

¢ the Economic and Financial Policy output to focus on better outcomes for Victoria from the
National Reform Agenda/COAG developments.®

3.4 COAG deliberations — 3 July 2008

The Committee noted at the most recent COAG meeting held on 3 July 2008, leaders reaffirmed
their commitment to the goals of the COAG Reform Agenda to address the challenges of boosting
productivity, increasing workforce participation and mobility and delivering better services for the
community. The reform agenda is to contribute to the broader goals of social inclusion, closing the
gap on Indigenous disadvantage and environmental sustainability. At the meeting, COAG
welcomed the substantial progress on the broad reform agenda across business regulation and
competition, health and ageing, early childhood, education and training, housing, Indigenous
reform, infrastructure, climate change and water and the new financial relations framework.®* The
Committee noted a wide range of specific references to the concept of boosting productivity which
are set out below:

e COAG acknowledged that Australia’s overlapping and inconsistent regulations impede
productivity growth. Without change Australia’s future living standards would be
compromised, the competitiveness of the economy reduced and our ability to meet the
challenges posed by an ageing population diminished;®

¢ the Productivity Commission has estimated that the development of consumer policy
framework reforms could provide a net gain to the community of between $1.5 billion and
$4.5 billion a year, through more effective consumer laws and better enforcement, and
increasing productivity and innovation, through reducing compliance costs for business and
increasing consumer confidence;®

8 Department of Sustainability and Environment, response to the Committee’s 2008-09 Budget Estimates

questionnaire, received 20 May 2008, p.10
Department of Treasury and Finance, response to the Committee’s 2008-09 Budget Estimates questionnaire,
received 9 May 2008, p.13
o Council of Australian Governments, Communiqué, 3 July 2008, p.1
ibid.
& ibid. p.3
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e COAG noted the preliminary Statements of Objectives, Outcomes, Outputs and Performance
Measures for the new funding agreements prepared by the Health and Ageing, Productivity
Agenda, Housing and Indigenous Reform Working Groups and the Community and Disability
Services Ministers' Conference;®

e COAG has an ambitious health and ageing reform agenda proposed for implementation from
2009. This includes a substantial program of hospital reform, improvements to Indigenous
health, chronic disease management and preventative health care. When fully implemented,
reforms will improve the health outcomes for all Australians, contributing to increased
productivity;®

e COAG welcomed the significant progress of the Productivity Agenda Working Group in
developing Statements of Objectives, Outcomes, Outputs and Performance Measures in the key
areas of early childhood development, schooling and skills and workforce development. This
effort is critical to ensuring that all Australians have access to the quality education, training
and support they need to be equipped for a life of success in learning and employment;® and

e interms of the allocation of up to 50,000 additional vocational education and training places
over three years for national priority health occupations under the Productivity Places
Program, COAG agreed that all governments would immediately roll-out the first
4,500 places of the 50,000 to be allocated to the priority health occupations, with detailed
arrangements to be agreed between jurisdictions by 31 July 2008. In the light of the urgent
need for these training places in the health sector, the Commonwealth agreed to fund fully the
government contributions to the costs of this training during the period to 31 December 2008,
with this additional funding contribution to be recognised in the financial arrangements for the
new agreement from 1 January 2009.%

3.5 Accountability regime for productivity growth

The Committee noted that the Victorian government has acknowledged in the 2008-09 Budget
papers dealing with the *Economic Reform Agenda’ that Victoria faces a number of challenges to
economic prosperity, including an ageing population, slowing productivity growth, changing global
fortunes and environmental issues. These challenges highlight the importance of getting the most
from Victoria’s potential sources of growth — especially productivity growth and workforce
participation — by continuing an active program of Victorian and national reform.* According to
the government, Victorian gross state product is forecast to grow by 3.25 per cent in 2007-08 and
by 3 per cent in 2008-09. Growth will be supported by solid, albeit slower, growth in household
consumption, dwelling investment and business investment as well as continued recovery in the
farm sector (assuming a return to average seasonal conditions).*

Victoria’s reform program is designed to foster economic growth by:

improving workforce participation and productivity by improving people’s skills;

investing in preventative health measures to provide for a healthy workforce;

improving business competitiveness; and

continuing to improve the quality and timely provision of infrastructure.

86 Council of Australian Governments, Communiqué, 3 July 2008, p.4

& ibid. p.5
& ibid.
8 ibid. p.6

% Budget Paper No.2, Strategy and Outlook, 2008-09, p.75
o ibid. pp.21-23
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Policies are also aimed at meeting challenges to economic growth by:
e responding to climate change; and
e ensuring water security.

In terms of improving business competitiveness, the target to cut the administrative burden by
15 per cent by July 2009 translates to a net reduction equivalent to business and not-for-profit
organisations of $154 million a year by that date. The government has foreshadowed that
provisional estimates indicate that Victoria is on track to meet the July 2009 target and that a
detailed update on further prospective reductions as a result of changes implemented during
2007-08 will be released later in the year.® In comparison to this target, the budget papers disclose
that provisional estimates indicate a net decrease in the administrative burden of $29.6 million per
annum has been achieved since July 2006.** Given the quantum leap that will be required for the
government’s target to be achieved, the Committee recommended in its Report on the 2006-07
Financial and Performance Outcomes that the Department of Treasury and Finance will need to
closely monitor the level of accelerated outcomes derived from the future implementation of the
government’s Reducing the Regulatory Burden initiative by requesting agencies to furnish
statements on yearly savings generated from the initiative.®

With regard to efficiency initiatives, the budget requires that general efficiencies amounting to
$125 million are expected to be generated in 2008-09 and over each of the following three years to
2011-12 as part of the forward estimates. Departments are to achieve general efficiencies in
administration from 2008-09 onwards.%

The Committee also noted that in terms of the Thriving Economy vision under the Growing
Victoria Together (GVT) initiative, the government disclosed a (GVT) progress report on the
following information in the budget papers against the measure ‘Victoria’s productivity and
competitiveness will increase’:%’

e gross state product (GSP) per employed person;
e  GSP per hour worked; and
e extent and quality of business regulation.

The government maintains that real GSP per hour worked, which provides a measure of the income
created by each hour that Victorians work, gives a more accurate picture of Victoria’s productivity,
as it accounts for the effects of changes in the hours of work for part-time and casual employees.
Victoria recorded real GSP of $56.60 per hour worked in 2006-07, up 2.0 per cent from 2005-06
and 10.9 per cent from 1999-2000. This is in line with the national average real GSP per hour
worked of $56.80 in 2006-07 (up 1.8 from 2005-06 and 12.6 per cent from 1999-2000).%

The Committee observed, however, that there is a lack of publicly disclosed information in Victoria
to demonstrate the linkages between economic reforms, outcomes derived in terms of increasing
productivity and improving economic growth and prosperity of the state. The impact of economic
factors, including productivity improvements, on budget formulation is also not clearly discernible.

92 Budget Paper No.2, Strategy and Outlook, 2008-09, p.76

% ibid p.77

o Budget Paper No.3, Service Delivery, 2008-09, p.370

% Public Accounts and Estimates Committee, Report on the 2006-07 Financial and Performance Outcomes,
May 2008, pp.148-149

% Budget Paper No.3, Service Delivery, 2008-09, p.358

o ibid. pp.368-370

% ibid. pp.369-370
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Given the importance of expanding Victoria’s productivity capacity in terms of enhancing
economic growth and the state’s prosperity into the future, the Committee believes that as the new
COAG Reform Agenda gains momentum, there will be a need for the development of a more
transparent and comprehensive outcome-based public accountability regime, both in annual reports
and the state’s budget papers.

Recommendation 2: As the COAG Reform Agenda unfolds, a Whole of
Government section should be included in the budget
papers that explains:

() Victoria’s efforts in contributing to the work
agenda of the seven working groups including the
Productivity Agenda, actual results against
performance measures, future requirements and
funding allocations; and

(b)  how outcomes derived from the Reform Agenda
have shaped the Victorian budget.

Recommendation 3: Where productivity improvements form part of
economic factors evaluated during the development of
major new budget initiatives, these considerations
forming part of related business cases or output price
reviews should be made clearly visible in the budget
papers.

Recommendation 4: In terms of achieving general efficiencies of an
administrative nature that are expected to be derived (or
any other specific efficiency initiatives announced in
future budgets), the Budget Papers should disclose:

(@) abreakdown by department and various
components that make up such efficiencies; and

(b)  how savings have been utilised in the budget.

Recommendation 5: Given that standardised performance measures have not
been developed to measure productivity of government
services, departments should quantify examples of
productivity gains in their annual reports in order to
increase accountability to the community. This practice
should also extend to local government agencies,
statutory authorities and non-government organisations
in receipt of substantial grant funding from government.
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CHAPTER 4: DEPARTMENTAL ASSET
INVESTMENT

Key findings of the Committee:

4.1 The budget papers indicate a net investment in fixed assets of $17.1 billion over the
next four years at an average of $4.3 billion per year. This is a marked increase
compared with the 2007-08 Budget which identified an average investment in fixed
assets of $3.3 billion per year over the four out years.

4.2 The government’s infrastructure investment is funded from surplus cash
(20 per cent) generated from operating activities (operating surplus) with the
remaining $3.0 billion to be funded through increased borrowings.

4.3 The 2008-09 Budget provides funding for new asset investment projects with a TEI
of $3.2 billion in addition to $1.1 billion which was provided for infrastructure
investment in the 2007-08 Budget Update.

4.4 Sixty nine per cent of the Government’s investment in new and ongoing capital
projects will be delivered by the Department of Infrastructure ($1.7 billion) and the
Department of Human Services (1.4 billion).

4.5 The Committee requests that the Government provide further public reporting of
the progress and expenditure on major asset initiatives.

4.1  Trend analysis of net investment on fixed assets as a
percentage of gross state product

Table 4.1 shows that there has been a significant increase in the net investment in fixed assets
expressed as a percentage of Gross State Product (GSP) since 1999-00. Two significant increases,
in 2006-07 and 2007-08, took annual net investment in fixed assets to $4.2 billion (1.66 per cent of
GSP). Annual net investment in fixed assets is predicted to fall slightly during 2008-09 to
$3.9 billion (1.53 per cent of GSP). This compares with $1.5 billion in 1999-00 (0.93 per cent of
GSP). Gross State Product has risen over the period from $158 billion to an estimated $258 billion
this financial year.
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Chapter 4: Departmental Asset Investment

4.2  Asset investment provisions within the 2008-09 Budget
Estimates

The 2008-09 Budget identified infrastructure investment is one of the government’s core
objectives.” The government has provided for net investment in fixed assets of $17.1 billion over
the next four years, an average of $4.3 billion per year.'® This is a marked increase compared with
the 2007-08 Budget which identified an average investment in fixed assets of $3.3 billion per year
over the four out years.' This increase of nearly $4 billion over four years can be seen clearly in
Figure 4.2 which details the government’s asset investment program for the period 1999-00 to
2007-08, and the proposed program covering 2008-09 and the forward estimates period 2009-10 to
2011-12.

Figure 4.2: Government asset investment program
2000-01 to 2010-11
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Source: Budget Paper No.2, 2007-08 Strategy and Outlook, p.44
Budget Paper No.2, 2008-09 Strategy and Outlook, p.49
1999-00 to 2006-07 Financial Reports for the State of Victoria

% Department of Treasury and Finance, 2008-09 Budget Paper No.2 Strategy and Outlook, May 2008, p.6
100 ibid., p.49
0L ibid., p.44
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The government’s infrastructure investment will be funded from surplus cash generated from
operating activities (operating surplus) and borrowings. In the 2008-09 Budget, the Government
has reassessed its operating surplus target and has elected to move from a minimum sum of
$100 million to at least of one per cent of operating revenue (in 2008-09, this is estimated to be
$378 million).** Speaking at the estimates hearings, the Treasurer explained that:'®

“it sends fairly clearly a signal that we need to have strong operating surpluses to
invest in infrastructure for the future, and this is a very clear signal that that is
what we need to do every year, if we are going to do that. Operating surplus is also
a buffer in challenging economic times, but this is fundamentally one that sends a
signal to the market and sends a signal to the community that we are serious about
investing in infrastructure on an ongoing and sustainable basis into the future, and
one of the ways of doing that is through a stronger operating surplus.”

The government has forecast an operating surplus of $828 million in 2008-09 (2.2 per cent of the
operating revenue in 2008-09) and an average of $907 million a year over the period of the forward
estimates.'®

At the estimates hearing, the Treasurer indicated to the Committee that the expected $828 million
surplus in 2008-09, would fund approximately 20 per cent of the government’s infrastructure
investment'®, This leaves an infrastructure funding requirement of $3 billion which will be funded
through increased borrowings. The government is predicting that general government debt will rise
from $2.3 billion in 2008 to $9.5 billion in 2012. Over the same period, net debt by public
non-financial corporations (e.g. water authorities etc.) is estimated to rise from $3.5 billion to
$13.4 billion.® Table 4.3 illustrates net state debt over the forward estimates period.

Table 4.3: Net Debt Over the Forward Estimates Period
. 2010 2011 2012

Government Sector 2008 Revised | 2009 Budget Estimate Estimate Estimate

($ Million) ($ Million) | ($ Million) (% Million) (% Million)
Public non-financial 3.449.0 7.277.8 10,717.0 12,665.9 13,415.0
corporatlons
General Government 2,270.9 3,738.6 5,357.3 6,903.6 9,464.8
Non-financial public 5,715.0 11,011.0 16,068.2 19,562.7 22,872.0
sector (net state debt)

Notes: minor variations in additions are due to variations in the budget paper representation of
these figures
Source: Department of Treasury and Finance, 2008-09 Budget Paper No 4, May 2008, pp.84-85

Department of Treasury and Finance, 2008-09 Budget Paper No.2, 2008-09 Strategy and

Outlook, p.56
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May 2008, Treasury Portfolio Verified Transcript, p.3
106 Department of Treasury and Finance, 2008-09 Budget Paper No 4, May 2008, p.85
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Chapter 4: Departmental Asset Investment

4.3 Asset investment funding during 2008-09

Table 4.4 below summarises budgeted asset investment expenditure by department for 2008-09.
This table includes funding for both new and existing asset investment projects and identifies the
major departmental asset investment programs.

Table 4.4: Departmental Asset Investments
for funding during 2008-09

Department Project title 2008-09 2008-09
Budget Budget total

($ million) | ($ million)

Parliamentary Parliament House heritage asset management strategy 4.6
departments 4.6
Department of New and Replacement Schools 74.4
Education and )
Early Childhood | Regeneration 89.5
Development o
Modernisation 156.4
Various other projects 191.2 511.5
Department of Medical Equipment Replacement Program 145.0
Human Services
Statewide Infrastructure Renewal Program 80.0
Health ICT Strategy 138.5
Kew Residential Services Redevelopment 86.5
Royal Women'’s Hospital 65.1
Royal Melbourne Hospital Emergency Department 56.3

Redevelopment

Royal Children’s Hospital Redevelopment 47.1
Super Clinics 42.0
Box Hill Hospital-Outpatients & Dialysis Centre and 38.2

Associated Works

Various other projects 694.1 1,392.8
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Table 4.4: Departmental Asset Investments
for funding during 2008-09 (continued)
Department Project title 2008-09 2008-09
Budget Budget total
($ million) | ($ million)

Department of Accessible Public Transport in Victoria — DDA Compliance for 41.8
Infrastructure Train, Tram and Bus

Metropolitan Train Rolling Stock Procurement 1235

New Ticketing System 149.9

Wodonga Rail Freight and Urban Redevelopment 41.7

Geelong Ring Road 91.0

Road Safety Infrastructure Program 3 80.0

Western Highway: Deer Park Bypass and Leakes Road 95.1

Interchange Upgrade (Deer Park)

West-Gate Monash Freeways Improvement Project 360.2

Various other projects 764.5 1741.7
Department of Automotive Centre of Excellence — Kangan Batman 10.0
Innovation,
Industry and Improving TAFE Equipment 12.0
Regional ] ] ]
Development Princes Pier Restoration 11.6

Technical Education Centres 13.0

Various Other Projects 34.1 80.7
Department of Melbourne Legal Precinct Master Plan 30.3
Justice

Building Confidence in Corrections 78.2

Police Stations 67.5

Various Other Projects 68.0 244.0
Department of Rectangular Sports Stadium 106.9
Planning and
Community Footscray Transit City 19.2
Development .

Revitalising Central Dandenong 10.3

Olympic Park Upgrade 11.2

Various other projects 16.8 164.4
Department of Arts and Cultural Facilities Maintenance 5.0
Premier and
Cabinet Melbourne Recital Centre and Melbourne Theatre Company 9.3

City of Literature 7.4

Various Other Projects 16.0 317
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Table 4.4: Departmental Asset Investments
for funding during 2008-09 (continued)
Department Project title 2008-09 2008-09
Budget Budget total
($ million) | ($ million)

Department of Melbourne Wholesale Market Redevelopment 42.2
Primary
Industries New Biosciences research centre 49.7

Various other projects 15.3 107.2
Department of Foodbowl Modernisation Projects 74.1
Sustainability and
Environment Wimmera-Mallee Pipeline — Additional Funding 58.0

Wonthaggi Desalination Project Stage 1 — Procurement 30.0

Activities

Fire Protection — Access: Bridge Replacement in Parks and 15.0

Forests

Various other projects 63.3 240.4
Department of Purchase of Municipal Valuations 18.3
Treasury and
Finance Various other projects 12.8 311
Total 4,562.1

Sources: Departmental responses to the Committee’s 2008-09 Budget Estimates questionnaire

Department of Transport response to PAEC clarification questions (Appendix 3)

Department of Justice response to PAEC clarification questions (Appendix 3)

Department of Innovation, Industry and Regional Development response to PAEC clarification
guestions (Appendix 3)

Department of Parliamentary Services response to PAEC clarification questions (Appendix 3)
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4.4  Asset Investment Observations

The 2008-09 Budget provides funding for new asset projects with a TEI of $3.2 billion in addition
to $1.1 billion which was provided for infrastructure investment in the 2007-08 Budget Update.'”’
Most project funding is hypothecated to extend over four years based on a notional average
expenditure profile of capital projects over recent years and assuming the following pattern of
expenditure — 28 per cent in year one; 28 per cent in year two; 28 per cent in year three; and
16 per cent in year four.

Investment in new and ongoing capital projects across all 10 departments and the parliamentary
departments are estimated at $4.6 billion in 2008-09. Of this expenditure:

o $1.7 billion (38.3 per cent) has been allocated to the Department of Infrastructure;

e $1.4 billion (30.5 per cent) has been allocated to the Department of Human Services;
e $511.5 million (11.2 per cent) has been allocated to the Department of Education;

o  $244.0 million (5.4 per cent) has been allocated to the Department of Justice;

e $240.4 million (5.3 per cent) has been allocated to the Department of Sustainability and
Environment; and

e $164.4 million (3.6 per cent) has been allocated to the Department of Planning and Community
Development.

The remaining $425.7 million (9.3 per cent) is distributed among the other government
departments and the Department of Parliamentary Services.

The Committee also understands that there are currently significant levels of public sector asset
investment outside the budget. For example, a significant proportion of the $4.9 billion investment
in water infrastructure is funded outside the budget and consequently details are not included in the
budget papers. The Committee has commented on this in more detail in section 15.1.

The nature and scale of budget funded asset investment programs depend to a large extent on
departmental and agency responsibilities in the delivery of services to meet projected community
needs. As such, certain types of infrastructure, such as transport networks, water projects and health
services facilities are more capital intensive.

The Committee offers the following comments on the six departments with the largest capital
expenditure program during 2008-09.

lo7 Budget Paper No.2, 2008-09 Strategy and Outlook, p.5
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441 Department of Infrastructure

The Department of Infrastructure has a budgeted expenditure, in 2008-09, of $1.7 billion which
includes $865 million for VicRoads programs. This is up slightly when compared to 2007-08,
where the Department of Infrastructure asset investment budget was $1.5 billion including
VicRoads programs totalling $880 million. The department’s allocation of asset investment
expenditure for 2008-09 is shown in figure 4.5.

Figure 4.5: Department of Infrastructure
Budgeted expenditure 2008-09

$50.9 million (2.8%)

- B Roads
$136.9 million (7.8%)

@ Public Transport
$865.0 million
(49.5%)
$694.8 million 2 Freight Transport
(39.8%)
@ General Infrastructure
Source Department of Transport response to PAEC clarification questions (Appendix 3)

The Department of Infrastructure has identified 75 separate programs with a budgeted expenditure
of $1.7 billion. Just under half of that expenditure ($865 million) will be delivered through the
VicRoads Capital Investment Program, with $360.2 million (41.6 per cent) being directed towards
the West-Gate Monash Freeway Improvement Project and $187.5 million (21.7 per cent) allocated
to projects on regional roads.

Aside from VicRoads funding, the other significant portion ($694.8 million) of the total funding
relates to public transport infrastructure. This includes $123.5 million (17.8 per cent) towards the
purchase of new metropolitan train rolling stock and $149.9 million (21.6 per cent) towards the
New Ticketing System.

The Department of Infrastructure identified the following major infrastructure challenges:*®
e catering for future transport demand arising from population, economic and jobs growth; and

o catering for different transport needs arising from demographic change, climate change,
changes in peoples travel requirements and catering for people with particular transport needs.

1o Department of Transport, response to PAEC Estimates questionnaire, May 2008, p.6.
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4.4.2 Department of Human Services

The budgeted 2008-09 expenditure of the Department of Human Services of $1.4 billion is shown
in figure 4.6. This is a significant increase over the expenditure during 2007-08 which was
$429 million.

Figure 4.6: Department of Human Services
Budgeted expenditure 2008-09

m Medical Equipment Replacement
Program
$145.0 T"“on o Statewide Infrastructure Renewal
(10.4%) Program
$80.0 million (5.7%) = Health ICT Strategy
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(9.9%) B Royal Women'’s Hospital
B Royal Melbourne Hospital
$86.5 million (6.2%)  Emergency Department
Redevelopment )
@ Royal Children’s Hospital
$65.1 million (4.7%) Redevelopment
$56.3 million (4.0%) 0 Super Clinics
$47.1 million (3.4%)
- B Box Hill Hospital-Outpatients &
$42 million (3.0%) Dialysis Centre and Associated
illi o Works
$38.2 million (2.7%) O Various other projects
Source: Department of Human Services response to PAEC Estimates questionnaire, May 2008, pp.5-6.

The Department of Human Services has identified 58 separate programs in which it anticipates its
2008-09 expenditure will exceed one million dollars. The expected expenditure on 62 per cent of
these projects is in excess of $10 million each. The program with the greatest expenditure during
2008-09 is the Medical Equipment Replacement Program. The department informed the Committee
that this program is designed to replace medical equipment items across the acute public hospital
system and in the non-acute areas, in order to improve service quality and availability.*®® Other
major asset investment programs focus on the upgrade, redevelopment or expansion of existing
hospital, community or aged care facilities.

Given the significant increase in the size of the asset investment program and in the number of
projects being undertaken by the department in 2008-09, the Committee would expect appropriate
levels of accountability to Parliament for this expenditure to ensure that the funds are being spent
as intended and that the projects are being well managed and delivered. The Committee
recommends that:

Recommendation 6: The Department of Human Services include in their
annual report, details of expenditure to date and
progress made on all major infrastructure projects with
a TEl in excess of $10 million.

109 Department of Human Services Response to PAEC Estimates questionnaire, May 2008, p.9
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The Department identified four major infrastructure challenges:**°

o the size and age of the existing asset base, as well as the annual asset investment requirements
to sustain the base at appropriate standards for efficient health and other human services
service delivery and associated risk levels;

e service demand pressures requiring additional assets to provide appropriate service capacity, as
service demand has been increasing at approximately 4 per cent per annum over the last
10 years;

e service reconfiguration requirements to cater for new technologies, models of care and
redistribution of departmentally funded services to meet changing community needs; and

e the need to invest in more efficient plant and equipment to achieve government environmental
policy / climate change objectives.

4.4.3 Department of Education and Early Childhood Development

The department’s budgeted asset investment expenditure for 2008-09 totals $511.5 million. This is
more than double the budgeted expenditure of $238 million during 2007-08. The allocation of
expenditure is shown in figure 4.7.

Figure 4.7:Department of Education and Early Childhood Development
Budgeted expenditure 2008-09

$74.4 million
(14.5%)

# New and Replacement

$191.2 million
(37.4%) Schools
$89.5 milion W Regeneration
(17.5%)
O Modernisation
@ Various other projects
$156.4 million
(30.6%)
Source: Department of Education and Early Childhood Development, response to PAEC Estimates

guestionnaire, May 2008, pp.3-4.

The Department’s asset investment profile entails three broad categories of expenditure, New and
replacement schools, regeneration of schools and modernisation of schools. Together, these
account for 62.6 per cent of the Department’s budgeted expenditure for the year. Other major
projects include the ongoing delivery of the Ultranet ($21.0 million) and land acquisitions
($30.0 million).

110 Department of Human Services Response to PAEC Estimates questionnaire, May 2008, pp.7-8.
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The Department identified future infrastructure challenges facing the department as relating to
planning and location, ownership and control of land and buildings, governance and operational
management and resourcing.'*

4.4.4 Department of Sustainability and Environment

The department’s budgeted asset investment expenditure for 2008-09 totals $240.4 million. The
allocation of expenditure is shown in figure 4.8. This is a decrease of 16.5 per cent from the
2007-08 levels of $288 million.

Figure 4.8: Department of Sustainability and Environment
Budgeted expenditure 2008-09

$63.3 million
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Source: Department of Sustainability and Environment, response to PAEC Estimates questionnaire, May
2008, p.4.

The Committee noted that $186.3 million of the Department’s budgeted capital expenditure on
asset investment (77.5 per cent) is attributed to water infrastructure projects. This is similar to
2007-08 when the department’s expenditure on water related asset investment projects was
budgeted to be $193.0 million. During 2007-08, the Wimmera Mallee Pipeline and the Goldfields
Superpipe together accounted for 59.8 per cent of water related infrastructure. The remaining
expenditure was spread across a large number of small projects. During 2008-09, three projects
account for 87 per cent of water related asset investment expenditure:

e the Foodbowl Modernisation Project, $74.1 million;
e the Wimmera Mallee Pipeline (State) — Additional Funding, $58.0 million; and

e the Wonthaggi Desalination Project Stage 1 — Procurement Activities, $30.0 million.

u Department of Education and Early Childhood Development, response to PAEC Estimates questionnaire,

May 2008, pp.4-5.
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The Department of Sustainability and Environment identified that the two most significant
infrastructure challenges currently impacting the department relate to securing Victoria’s water
supply and addressing climate change.'*?

In its Report on the 2007-08 Budget Estimates — Part Three, the Committee recommended that to
enhance accountability and provide a means of disseminating information to the community and
engaging the community in the formulation of water policy in future, the Department of
Sustainability and Environment and water authorities report regularly on progress made on the
construction of the major water supply projects. The Committee was pleased to note that the
Department has produced a progress report on the major projects that comprise its current water
plan.*

4.4.5 Department of Justice

The department’s budgeted asset investment expenditure for 2008-09 totals $244 million. The
Department’s asset investment expenditure is more than double that of 2007-08 ($123 million). The
allocation of expenditure is shown in figure 4.9.

Figure 4.9: Department of Justice
Budgeted expenditure 2008-09

$66.1 million
(27.1%)

$69.4 million
(28.4%)

& Police Stations
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B General Infrastructure
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(32.0%)

Source: Department of Justice response to PAEC clarification questions (Appendix 3).

The Department of Justice has identified 39 existing projects and 13 new projects where
expenditure on asset is scheduled to occur during 2008-09. Victoria Police is responsible for
delivering 26 (23 existing and three new) projects with a combined estimated expenditure of
$89.4 million. Of these, 18 involve the construction or enhancement of police stations.

The most significant new estimated expenditure is in Building Confidence in Corrections
($78.2 million) with the Melbourne Legal Precinct Master Plan entailing both new and existing
projects.

112

s Department of Sustainability and Environment, response to PAEC Estimates questionnaire, May 2008, p.5.

Department of Sustainability and Environment, 12 Month Progress Report on the Our Water Our Future: The
Next Stage of the Government’s Water Plan, 17 July 2008, accessed at www.ourwater.vic.gov.au, 31 July 2008
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The Department advised the Committee that the immediate and long-term infrastructure challenges
include:™*

e increasing prison system capacity;

e improving court security and access to Justice for all Victorians;
e supporting police and emergency services;

e protecting Victorians;

e addressing disadvantage and inequality;

e regional development; and

e innovation and technology.

4.4.6 Department of Planning and Community Development

The department’s budgeted asset investment expenditure for 2008-09 totals $164.4 million. The
Department’s asset investment expenditure is more than double that of the Department for
Victorian Communities during 2007-08 ($81 million). The allocation of expenditure is shown in
figure 4.10.

Figure 4.10 Planning and Community Development Budgeted
Expenditure 2008-09
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Source: Department of Planning and Community Development response to PAEC Estimates

guestionnaire, May 2008, p.23.

The rectangular sports stadium accounts for 65 per cent of the Department’s expenditure on assets
during 2008-09. This is more than the Department’s entire expenditure for 2007-08 ($81 million).
The total estimated cost of this project is $267.5 million and it is expected to be completed by late
2009. The Stadium development is being undertaken by Major Projects Victoria.

114 Department of Justice response to PAEC Estimates questionnaire, May 2008, p14.
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Capital expenditure in other asset initiatives by the Department has risen from $3 million in
2007-08 to $57.5 million in 2008-009.

The Department identified two key aspects of their strategic direction that are related to asset
investment:'*

o the provision of infrastructure to meet community needs; and

¢ the timing of the infrastructure investment to ensure that necessary services are provided early
in the life of new communities.

In relation to these, the Department indicated to the Committee that:*

“Growth and change in rural, regional and metropolitan communities will
challenge the full range of infrastructure including housing, utility services (water,
energy etc), social (health, education etc), transport (all modes including cycling,
walking, personal travel and freight), community infrastructure (libraries, open
space, sporting and recreation facilities etc), jobs and services.

New infrastructure will be required in growth areas in Melbourne and regional
Victorian cities, and infrastructure upgrades and replacement will be required in
established urban areas experiencing growth.”

115 Department of Planning and Community Development response to PAEC Estimates questionnaire, May 2008,

pp.24.
16 ibid.
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4.5 Reporting by departments on net benefits derived from
asset investments

The Committee recommended in its report on the 2007-08 Budget Estimates, that:*"’
“Recommendation 18.

Given the proposed large increase in the government’s asset investment program,
public sector agencies keep the Parliament and the community informed of
progress made in terms of completion and outcomes delivered through meaningful
disclosure in their annual reports”.

The Government accepted this recommendation, but in response indicated that no further action
was planned because it believed that the existing reporting mechanisms do report on the status or
completion of the government’s asset program.*®

The Committee notes the government’s ongoing commitment to investing in asset programs at
record levels and as such will continue to examine the government’s disclosure in annual reports
regarding asset investment. The Committee will be looking to ensure continual improvements in
reporting on these matters in the future.

Recommendation 7: Given the increased levels of asset investment by the
government, the Department of Treasury and Finance
examine the effectiveness of current reporting practices
to ensure that public sector agencies keep Parliament
and the community informed of progress made in terms
of project completion and outcomes delivered through
meaningful disclosure in their annual reports.

u Public Accounts and Estimates Committee, Report on the 2007-08 Budget Estimates — Part 3, September 2007,

p.99

118 Victorian Government, Response to the Committee’s Report on the 2007-08 Budget Estimates, p.14
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CHAPTER 5: DEPARTMENTAL WORKFORCE -

COMPARATIVE ANALYSIS

Key findings of the Committee:

51

52

53

5.4

Committee analysis of staffing data provided by eight government departments,
parliamentary departments, and nine major budget funded agencies, indicates a
likely increase of around 5114.1 EFT numbers (3.1 per cent) between 30 June 2007
and 30 June 20009.

Three departments and one budget funded agency have indicated that they
expect staff numbers to decrease by 30 June 2009, while all other departments and
agencies for whom data was submitted expect staffing levels to increase.

The Committee identified four departments and one agency where staffing levels
were expected to increase by more than 10 per cent. Departments and major budget
funded agencies should identify significant staffing changes (greater than

10 per cent) in budget papers, explaining the reasons for those changes.

Numbers of executive staff are forecast to rise by 2.9 per cent in the eight
departments for which the Committee was provided complete data. The Department
of Sustainability and Environment was the only department that expects to reduce
the number of executive officers, while the Department of Planning and Community
Development and the Department of Primary Industries both expect executive
numbers to rise by more than 20 per cent.
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51 Introduction

As part of its 2008-09 Budget Estimates inquiry, the Committee sought information from
departments on their actual equivalent full time (EFT) staff numbers at 30 June 2007 compared
with the expected actual for 30 June 2008 and 30 June 2009. The Committee’s request covered
both departments and their major budget funded agencies.

The purpose of seeking such information was to identify any trends on staffing numbers within
departments and budget funded agencies, and to consider any additional information provided by
departments on matters impacting on staffing numbers such as machinery of government changes
and targeted efficiency savings.

Departmental staffing costs are key components of output or recurrent expenditure. All
departments and budget funded agencies are expected to continuously review their staffing profiles
under their various programs to ensure delivery of program objectives in an efficient and
economical manner.

The Committee considers that the number of staff is a key raw indicator of efficiency and
effectiveness for government and its agencies. It accepts that any analysis also needs to take into
account the level of staff and their skills as applied in a particular program, while acknowledging
that, in a macro sense, there will be productivity gains to be made in virtually all programs in terms
of staff by virtue of the application of new technology and continuous improvement in work
practices.

On the basis of the expectation of productivity gains over time, the Committee judges that there
should be incremental savings in staffing costs in the absence of any program changes or increases.
In that context, any increase in staffing numbers by departments and agencies needs to be fully
explained and justified.

The Committee sought to follow up with departments and selected agencies, staff numbers against
budgets and historical data. Therefore, what follows is not a full analysis of public sector
employment. The Committee intends to undertake a more comprehensive analysis of public sector
employment in its Report on the 2007-08 Financial and Performance Outcomes.

5.2  Analysis of Departmental Staff Numbers

The detailed information provided by each department in relation to staff numbers was presented in
the Report on the 2008-09 Budget Estimates - Part One which was tabled in Parliament on
29 May 2008.

Table 5.1 brings together the aggregate EFT staff numbers furnished by departments and the
expected percentage movement in those numbers between 30 June 2007 and 30 June 2009.

Table 5.1 indicates a likely increase of around 1249.4 EFT staff numbers, or 4.2 per cent, from the
actual position in June 2007 to June 2009 and an increase of around 290.7 EFT staff numbers, or
1.0 per cent, from the estimated position in June 2008.
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The Department of Education, Department of Infrastructure and Department of Planning and
Community Development identified respective staff number increases of 28.4 per cent,
16.1 per cent and 46.4 per cent between 2007 and 2009. This represents an increase of 1010 EFT
staff in these departments.

The staffing increases in these three departments relate primarily to:

e Department of Education and Early Childhood Development — The Department identified a
significant increase in the numbers of Allied Health Workers at the AH2 and AH3 levels.
These increases equate to 122 EFT staff. The department also identified 199 EFT equivalent
staff in new classification areas, an additional 99 staff at VVPS levels five and six and a further
96 in the VVPS ranges from one to four. These changes all occurred between June 2007 and
June 2008 and the department has identified no significant changes between June 2008 and
June 2009. These changes were to a large extent, the result of the Machinery of Government
changes instigated during August 2007.

o Department of Infrastructure — The Department identified increases at all levels of employment
other than at Executive Officer level, between June 2007 and June 2009. They identified an
increase of 66 EFT equivalent staff at VVPS levels five and six and a further 90 in the VPS
ranges from one to four. The Department also identified a 135 per cent increase in the number
of Principle Scientists employed, from 8.0 EFT in June 2007 to 18.8 EFT in June 20009.

e Department of Planning and Community Development — The Department identified an increase
of 185 EFT staff employed within VPS levels five and six and a further 125 employed within
the VPS ranges from one to four between June 2007 and June 2009. Eighty seven per cent of
the increase in staff numbers during this time period is anticipated to have occurred between
June 2007 and June 2008 and is likely a result of the August 2007 Machinery of Government
changes.

The Department Human Services, Department of Primary Industries and the Department of
Sustainability and Environment anticipate a decrease in staff numbers of 1.7 per cent, 2.5 per cent
and 10.1 per cent respectively. This represents a decrease of 553.4 EFT staff in these departments.

There was a significant improvement in the quality and completeness of workforce data provided to
the Committee compared with previous years. The Department of Human Services has taken
significant steps to improve the workforce data relating to public hospitals and residential aged care
centres and the Department of Innovation, Industry and Regional Development provided a
breakdown for two years according to key categories such as executive officers and Victorian
public service officers.

Recommendation 8: All departments and their budget funded agencies ensure
that complete and accurate information on staffing levels
and costs are available to the Committee in future years.
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Figure 5.2: Ratio of ongoing / fixed term / casual / funded vacancies
across all government departments
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Notes: (a) The Department of Human Services, Department of Innovation, Industry and Regional
Development and the Department of Premier and Cabinet did not provide data for 2009.

(b) Figures do not include school staff.

Source: Responses from Departments to the Committee’s 2008-09 Budget Estimates Questionnaire.

During 2007, 83.2 per cent of staff employed directly by government departments were employed
on an ongoing basis. Departments predict that this figure will rise to 85.7 per cent by 2009. During
the same period the ratio of staff employed on a fixed term and casual basis are expected to fall by
around one per cent each.

The Department of Infrastructure identified an increase in the percentage of staff employed on an
ongoing basis between 2007 and 2009 of 7.5 per cent, a reduction of 5.3 per cent of staff employed
on a fixed term basis and a reduction of funded vacancies of 2.2 per cent. The classification area of
most significant change was Principle Scientists. In addition to increasing the number of staff
employed under this classification from eight EFT to 18.8 EFT, the department also moved all
Principle Scientist staff from a fixed term basis to an ongoing basis.

The Department of Sustainability and Environment and the Department of Treasury and Finance
each identified a decrease in the percentage of staff employed on an ongoing basis of 2.3 per cent
and 0.1 per cent respectively. The Department of Sustainability and Environment identified an
increase in the percentage of funded vacancies of 2.2 per cent.
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5.3 Analysis of Major Budget Funded Agency Staff Numbers

The detailed information provided by departments in relation to the staff numbers of nine major
budget funded agencies was presented in the Report on the 2008-09 Budget Estimates - Part One
which was tabled in Parliament on 29 May 2008.

Table 5.3 brings together the aggregate EFT staff numbers furnished by departments in relation to
the major budget funded agencies and the expected percentage movement in numbers between
30 June 2007 and 30 June 2009.

Table 5.3 indicates a likely increase of around 3865 EFT staff numbers, or 2.9 per cent, from the
actual position in June 2007 to June 2009 and an increase of around 1673 EFT staff numbers, or
1.2 per cent, from the estimated position in June 2008.

The Southern and Eastern Integrated Transport Authority (SEITA) was the only agency where the
identified variation represented a decrease in overall staffing numbers between June 2007 and June
2009. SEITA was established in July 2003 to facilitate the EastLink urban road project.119 The
Department of Infrastructure indicated to the Committee that once the East Link project has been
completed in 2008-09, most of the staff currently employed with SEITA will return to the
Department of Infrastructure or VicRoads.

The Shared Services Centre (SSC) was the only agency which identified a significant (greater than
10 per cent) increase in EFT staff numbers between June 2007 and June 2008. The SSC identified
an increase of 52.4 EFT staff (77.5 per cent), mainly at VPS level three and VPS level 6 where EFT
numbers more than doubled from 27.6 EFT to 62.6 ETF.

Regarding public hospitals and aged care centres, the Department of Human Services indicated to
the Committee, that they have been working with the major payroll providers that supply payroll
services to public hospitals and have implemented a new minimum workforce database (MDS) that
provides for the collection of a wider range of staffing profiles and payroll data on a regular basis.
At present 43 agencies (approximately 50 per cent), are reporting through the MDS. The
Department advised that all payroll providers have completed necessary IT specification work and
the software is currently being tested at lead agencies by payroll providers yet to come online.'

s Southern and Eastern Integrated Transport Authority Annual Report 2006-07, September 2007, p.11.
120 Department of Human Services, Departmental Response to PAEC Budget Estimates 2008-09 Questionnaire,
p.30.
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CHAPTER 6: COMMUNICATION, ADVERTISING AND
PROMOTIONAL EXPENDITURE

Key findings of the Committee:

6.1 Government communication, advertising and promotional expenditure has
regularly been subject to considerable public scrutiny including from the
Auditor-General and the Public Accounts and Estimates Committee.

6.2 Later in this financial year, the Committee will publish a review of the findings and
recommendations of the Auditor-General’s 2006 report on Government
Advertising.

6.3 The Committee was unable to obtain a complete set of figures for forecast 2008-09

expenditure on communication, advertising and promotional expenditure as it is not
included as a stand alone budget item.
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6.1 Introduction

Public debate concerning the magnitude and appropriateness of advertising and promotional
expenditure by governments has been a frequent occurrence in Australian and international
jurisdictions. Not surprisingly, therefore, this aspect of public administration in Victoria has often
been subject to official scrutiny.

In September 2006, the Auditor-General issued his latest report to Parliament on Government
Advertising. This was the fourth report by the Auditor-General on Government Advertising in
11 years. The primary purpose of this latest audit was to determine whether selected public sector
advertising campaigns complied with the government guidelines and whether processes around the
management of government advertising were adequate.

During 2007-08, the PAEC reports on the Budget Estimates and Financial and Performance
Outcomes examined the forecast and actual expenditure on government advertising,
communication and promotion, making a number of recommendations relating to the findings of
the Auditor-General and the transparency of reporting practices relating to advertising expenditure.

Under its functions and powers under Sections 14 and 33 of the Parliamentary Committees
Act 2003, the Committee systematically follows up audit reports tabled in Parliament by the
Auditor-General. The Committee prioritises these reports using various criteria including
considerations of seriousness of impacts or implications of audit findings, public interest, risks,
social impacts, criticality and unresolved disputes, materiality and opportunities to enhance
accountability.

Currently, the Committee is conducting a review of findings and recommendations of the
Auditor-General’s reports tabled in 2006 and 2007 including the 2006 report on Government
Advertising. This report is due to be tabled later in this financial year and gives due consideration
to the broad range of issues raised in previous Auditor-General and PAEC reports.

6.2 Advertising and promotional expenditure by Departments

During its 2008-09 Budget Estimates inquiry, the Committee sought from each department, the
following financial information relating to their advertising and promotional activities:
e the communication, advertising and promotion budget for 2008-09; and

¢ the actual expenditure incurred on communications, advertising and promotion in 2007-08.
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Table 6.1 sets out the aggregate estimated advertising and promotion costs incurred by departments
and selected statutory agencies in 2007-08 and the expected expenditure for 2008-09, based on
information furnished to the Committee.

Table 6.1: Departmental aggregate estimated advertising
and promotional expenditure

Department 2007-08 Estimated 2008-09 Budget

($ million) ($ million)
Education 0.6® -®)
Human Services 14.2 -©
Infrastructure 14.09 15.5@
Innovation, Industry and Regional Development 57.9® 56.3©
Justice -0 8.1@
Planning and Community Development 4.0 3.8
Premier and Cabinet 3.0M -0
Primary Industries 8.9 5.0
Sustainability and Environment 6.5 5.6%
Treasury and Finance 1.6 1.5
Total 110.1 95.8
Notes: (@) Forecast expenditure for 2007-08 as of 13 May 2008

(b) The Department of Education and Early Childhood Development advised the Committee
that the budget for 2008-09 is yet to be determined

(c) The Department of Human Services advised the Committee that they do not have a
centralised budget for communication, advertising and promotions

(d) Figures include advertising by SEITA and VicRoads in addition to DOI advertising
expenditure

(e) Figures include Tourism Victoria

(f)  The Department of Justice did not provide the Committee with data for 2007-08
(g) Figure includes Victoria Police.

(h) 2007-08 figures do not include Arts and Portfolio Agencies.

(i) The Department of Premier and Cabinet advised the Committee that they do not have a
centralised budget for communication, advertising and promotions

() 2007-08 figures exclude costs of around $2.0 million associated with the Our Water Our
Future behavioural change campaign, as it is funded by Melbourne’s water retailers and
Melbourne Water.

(k) The Department of Treasury and Finance advised the Committee that the figures provided
for 2007-08 are the expected actuals.

Source: Departmental responses to the PAEC Budget Estimates Questionnaire, PAEC Report on the
2008-09 Budget Estimates Part One.

Departmental responses to the PAEC Budget Estimates Clarification Questions (Appendix 3)

Five departments (Human Services, Justice, Planning and Community Development, Primary
Industries and Premier and Cabinet) advised the Committee that advertising and communications
activities are not independent of program and policy development, implementation and evaluation.
They are not included as a stand alone budget item but formulated as part of an overall program
delivery or output.
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The Committee has found it difficult, analysing available information, to obtain consistent year
comparisons. It continues to be concerned regarding definitional matters in respect to
communication, advertising and promotional expenditure.

In light of the Government’s efficiency measure, to reduce advertising and consultancy expenditure
by 10 per cent of 2006-07 levels by 2010-11'*, the Committee will carefully monitor expenditure

through future Financial and Performance Outcomes Reports and Budget Estimates Reports.

6.3

Progress against the recommendations in the PAEC’s

Report on the 2007-08 Budget Estimates.

In its 2007-08 Budget Estimates Report the Committee made four recommendations in relation to

Government Advertising as detailed in table 6.2.

Table 6.2:

The Government’s response to recommendations

made in the Report on the 2007-08 Budget Estimates
(communication, advertising and promotional expenditure)

Recommendation

Government Response

Recommendation 22

The government issue the revised guidelines for
advertising and communications as soon as possible and
that the guidelines be reviewed and updated every four
years.

The Government will develop new guidelines to be
implemented in the future.

Recommendation 23

The Auditor-General include, within the scope of
performance audits of particular programs, an
examination of advertising and communications
expenditure and the extent of compliance with the
government’s guidelines.

The examination of advertising and
communications expenditure and the extent of
compliance with the government’s guidelines, will
be included in audits, where considered
appropriate.

Recommendation 24

Departments include expenditure on communications,
advertising and promotion by all statutory authorities and
government entities in future reporting to allow for full
reporting and transparency.

Government agencies will continue to strive to
provide accurate reporting of communications,
advertising and marketing in response to official
requests.

Recommendation 25

The Department of Treasury and Finance ensure, as part
of its enhancements to annual reporting practices that
agencies identify and report on performance against
advertising budgets, identifying key components of
expenditure including government-wide or

agency specific publicity campaigns.

The Department of Treasury and Finance
considers current reporting directions provide
adequate disclosure. However, such directions are
continually reviewed to ensure relevance and
appropriateness.

Source:

Government Response to the PAEC Report on the 2007-08 Budget Estimates

The Committee considers recommendation 22 to be of particular significance and is concerned that
the revised guidelines have not yet been completed. The Committee urges the Government to take
immediate action to address this recommendation. Further discussion regarding the Government’s
responses to Committee recommendations can be found in Chapter 11.

121 Australian Labor Party, Efficient Government Policy for the 2006 Victorian Election, pp.9, 12
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CHAPTER 7: DEPARTMENTAL OUTPUT

STRUCTURES AND PERFORMANCE
MEASURES

Key findings of the Committee:

7.1

7.2

7.3

7.4

7.5

7.6

7.7

7.8

The government manages delivery of its annual budget according to an accrual
output-based framework whereby departments are required to develop output
statements and performance measures for inclusion in the budget papers.

Compared with 2007-08, there is a net decrease of 57 output measures in the
2008-09 Budget Papers made up of 178 new measures and 235 discontinued
measures. There was a net decrease in the number of quantity and quality measures
while there was a small overall increase in the number of timeliness measures.

While the Committee was pleased to note the continued net reduction in the
number of quantitative measures in this year’s budget, it is concerned to note that
only 18 per cent of new measures introduced into the 2008-09 Budget were quality
measures.

Seven departments achieved a net reduction in the number of performance
measures in the 2008-09 Budget papers. The Department of Sustainability and
Environment and the Department of Treasury and Finance both reduced the
number of performance measures associated with their departmental outputs by
more than ten per cent, while the number of measures increased by more than ten
per cent in the Department of Planning and Community Development and the
Department of Primary Industries.

As noted in the Committee’s Report on the 2007-08 Budget Estimates, the number
of measures presented in the budget papers is progressively falling. However, some
guantitative measures were still used by departments which conveyed a targeted

increase in output without any obvious connection to an improved service outcome.

Seven departments were identified where more than 10 per cent of performance
targets reported in the 2008-09 Budget papers varied by more than 10 per cent from
the expected outcome for 2007-08. While explanations were provided in most
instances, the Committee identified a number of measures where the target had not
been updated or revised to reflect changed circumstances or where the explanation
did not adequately explain the variance.

Future budget papers should incorporate a tabular presentation of annual global
movements in new and discontinued output measures, categorised according to
guantity, quality and timeliness measures to enhance clarity and accountability in
reporting.

Output performance measure targets in budget papers should be regularly reviewed
and adjusted to ensure that they reflect historical performance.
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7.1 Background to departmental outputs and performance
measures

The government manages delivery of its annual budget according to an accrual output-based
framework, whereby departments are required to develop output statements and performance
measures for inclusion in the budget papers.

In recent years, the Auditor-General and the Committee have presented reports to Parliament
which incorporate comment on the government output framework and the adequacy of
performance measures in place in capturing key aspects of output delivery.'?

In his recent report Parliamentary Appropriations: Output Measures, the Auditor-General
observed that:'?

“The reporting of outputs and performance measures in the annual budget papers
is at the heart of the Executive Government’s Accountability to Parliament and the
community. For this accountability to be effective, the output descriptions and
performance measures must be relevant, appropriate and fairly representative of
actual performance.”

The output framework features a purchaser/provider arrangement under which Parliament
authorises the Treasurer to purchase outputs from departments based on an accrual price to be paid
to departments in return for delivering outputs. Appropriations are formally applied to departments
when the Treasurer is satisfied that agreed outputs have been delivered.

The government’s annual budget paper on service delivery outlines the nature of departmental
outputs and their relationship, through specification of performance measures, with the service
delivery obligations of departments.** The budget papers disclose for each performance measure
the target specified for 2008-09 compared with the equivalent target for 2007-08, the expected
outcome for that year and the actual outcome for 2006-07. They also identify new measures
introduced for the year and any measures discontinued by departments, together with explanatory
reasons.

7.2 Changes to departmental outputs and performance
measures reflected in the 2008-09 Budget

During its 2008-09 Budget Estimates inquiry, the Committee sought information from departments
regarding:

o the rationale for any change in performance measures presented in the budget papers for
2008-09; and

o performance measures where there is a variance of over 10 per cent between the expected
outcome for 2007-08 and the target for 2008-009.

The purpose of seeking this information was to assess the nature of any changes made to
performance measures in the budget papers and to determine the rationale behind departmental
target setting.

122 Victorian Auditor General’s Office, Parliamentary Appropriations: Output Measures, November 2007;

Victorian Auditor General’s Office, Parliamentary control and management of appropriations, April 2003; and
Public Accounts and Estimates Committee, Report on the review of the Auditor General’s report on
Parliamentary control and management of appropriations, September 2005.

Victorian Auditor General’s Office, Parliamentary Appropriations: Output Measures, November 2007, p.v
Department of Treasury and Finance, Budget Paper No. 3 Service Delivery, May 2008, pp.65-273

123
124
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The departmental responses are presented in the Committee’s Report on the 2008-09 Budget
Estimates — Part One.

7.2.1 Overall changes to output measures in the 2008-09 Budget

The Committee’s analysis of the 2008-09 Budget papers identified 178 new performance measures
of which over 50 per cent were quantity measures.’® The budget papers also identified
235 discontinued measures of which 53 per cent were quantity measures.’”® This represents a net
reduction of 57 measures. Table 7.1 summarises this position.

125 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery, May 2008, pp.65-273

126 ibid. pp.431-462
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Chapter 7: Departmental output structures and performance measures

Reasons conveyed to the Committee by departments for the changes made to their output measures
include the consolidation of measures to reflect changes in departmental focus and program
operation, changes to more accurately reflect achievements and target outcomes in key areas of
service delivery, machinery of government changes and adjustments made to reflect changing
practices in service delivery.

In its 2007-08 Budget Estimates Report — Part 3, the Committee identified that while the number of
quantitative measures has fallen over the years due to Department of Treasury and Finance (DTF)
reviews and departmental initiatives, there were still a number of measures being described in
broad quantity terms of projects and programs underway, number of ministerial briefs, number of
bridges maintained and number of meetings held.”” These types of measures conveyed a targeted
increase in output without any obvious connection to service outcomes and strategic objectives.

While the Committee was pleased to note the continued net reduction in the number of quantitative
measures in this years budget, it is concerned to note that only 18 per cent of new measures
introduced into the 2008-09 Budget were quality measures. As such, the Committee wishes to
reiterate its desire that all quantitative measures clearly exhibit a connection to departmental
outcomes and strategic objectives.

Recommendation 9: Departments continue to review their output
performance measures to ensure that they are relevant
to, and that they reflect appropriately, the department’s
service outcomes and strategic objectives.

Table 7.2 compares the overall number of performance measures adopted by each department
during 2007-08 and 2008-09.

121 Public Accounts and Estimates Committee, 2007-08 Budget Estimates Report — Part 3, September 2007, p.118
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Table 7.2: Comparison of Output Performance Measures
Adopted by Departments
Department Total Total Change in the | Change in the
performance | performance | number of number of
measures in | measures in measures measures
2008-09 2007-08 from 07-08 to | from 07-08 to
Budget budge 08-09 08-09
(Number) (Number) (Number) (per cent)
Department of Education and Early 80 83 -3 -3.6
Childhood Development
Department of Human Services 219 237 -18 -7.6
Department of Infrastructure 170 187 -17 9.1
Department of Innovation, Industry and 92 91 1 11
Regional Development
Department of Justice 92 100 -8 -8.0
Department of Premier and Cabinet 86 88 -2 -2.3
Department for Planning and Community 167 133 34 25.6
Development
Department of Primary Industries 59 51 8 15.7
Department of Sustainability and 80 120 -40 -33.3
Environment
Department of Treasury and Finance 88 100 -12 -12.0
Parliamentary Departments 45 45 0 0.0
@ 1,178 1,235 -57 -4.6

Total (all Departments)

Note:

Source:

The measures identified in the table above do not include the cost of delivery of the outputs.

Department of Treasury and Finance, Budget Paper 3 — Service Delivery, May 2008, pp. 65-273

Department of Treasury and Finance, Budget Paper 3 — Service Delivery, May 2007, pp. 51-261

Two departments (Department of Planning and Community Development and Department of
Primary Industries) increased the number of performance measures by a significant amount from
2007-08 to 2008-09. Departments explained to the Committee that the new measures have been
developed to replace deleted measures and to reflect the re-direction of resources in line with
current policy directions as well and changes brought about by the machinery of government.*?®

Seven of the remaining nine departments achieved a net reduction in the number of performance
measures in the 2008-09 Budget papers. The Department of Sustainability and Environment (DSE)
and DTF both reduced the number of performance measures associated with their departmental

outputs by more than ten per cent.

128

Department of Primary Industries, Response to PAEC estimates questionnaire, p.2.

96
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Chapter 7: Departmental output structures and performance measures

The Department of Sustainability and Environment transferred a number of measures associated
with two major outputs, Planning, Urban Design and Housing Affordability and Heritage
Protection to the Department of Planning and Community Development as part of the machinery of
government changes announced in August 2007. DSE also conducted a review of its performance
measures which resulted in the cessation of some measures and the introduction of others.”® This
resulted in the Department achieving the largest reduction (33.3 per cent) in the number of
measures of any department in the 2008-09 Budget.

DTF explained that they consolidated six existing outputs into three new outputs with the result
that many of the performance measures associated with these outputs were consolidated or, where
appropriate, replaced with updated measures that reflect the new outputs.

The Committee also identified in its Report on the 2007-08 Budget Estimates — Part 3, a need for
DTF to incorporate within future budget papers, a tabular presentation of annual global movements
in new and discontinued output measures, categorised according to quantity, quality and timeliness
measures.™® The department responded to the Committee that:**

“The Department of Treasury and Finance considers that sufficient information is
already provided in the budget papers.

All performance measures that are new for each budget are published in Budget
Paper No. 3, Chapter 3. The new performance measures are explained in the
individual footnotes at the end of each section. Footnotes also explain key
variances in data from previous budgets and any amendments to performance
measure titles.

Appendix C of Budget Paper No. 3 is a list of all discontinued outputs and
performance measures. Appendix C also includes footnotes explaining the reasons
for discontinuing each measure.”

While the Committee acknowledges that the information outlined by DTF is available in the budget
papers, it still considers that a tabular presentation of global movements in new and discontinued
performance measures categorised according to quantity, quality and timeliness measures would
enhance clarity and accountability of reporting in budget papers. The extensive use of footnotes as
evidenced in Appendix C of Budget Paper No. 3 to convey information vital to parliament does not
enhance clarity, nor encourage accountable reporting.

Recommendation 10: The Department of Treasury and Finance incorporate
within future budget papers a tabular presentation of
annual global movements in new and discontinued
output measures, categorised according to quantity,
guality and timeliness measures to enhance clarity and
accountability in reporting.

129
130
131

Department of Treasury and Finance, Budget Paper No. 3 Service Delivery, May 2008, p.228

Public Accounts and Estimates Committee, 2007-08 Budget Estimates Report — Part 3, September 2007, p.119
Government Response to the Recommendations of the Public Accounts and Estimates Committee’s 73rd Report
on the 2007-08 Budget Estimates, p.20
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7.2.2 Performance targets for major departmental outputs

Departmental output statements presented in the budget papers detail the goods and services that
government departments intend to deliver in the forthcoming year and how they will contribute to
the government’s desired outcomes as outlined in Growing Victoria Together. The output
statements list quantity, quality, timeliness and cost performance measures for each output and
these are then used to assess each department’s performance in service delivery.'*

The Committee’s Report on the 2006-07 Financial and Performance Outcomes identified a
significant number of performance measures whereby the actual result varied from the target by
more than 10 per cent. It also identified that some departments had not adjusted performance
measures in accordance with actual performance, creating instances of significant ongoing recorded
over or under-performance. The Committee indicated that it would like to see departments improve
the accuracy of estimating processes and the level of adherence in principle to targets.

As part of the Committee’s ongoing focus on improving accountability, this section of the report
examines the target setting practices of the government and parliamentary departments in the
2008-09 Budget papers.

Table 7.3 examines the relationship between the expected outcomes from 2007-08 and the targets
set for 2008-09.

Table 7.3: Comparison of 2008-09 targets
with the expected outcomes for 2007-08
Total performance | Variance of 10% or over between the
measures in 2008-| expected outcome for 2007-08 and
09 Budget the target for 2008-09
(number) (number) (per cent)
Department of Education and Early 80 1 1.3
Childhood Development
Department of Human Services 219 19 8.7
Department of Infrastructure 170 27 15.9
Department of Innovation, Industry and 92 20 21.7
Regional Development
Department of Justice 92 10 10.9
Department of Premier and Cabinet 86 11 12.8
Department for Planning and Community 167 18 10.8
Development
Department of Primary Industries 59 5 8.5
Department of Sustainability and 80 10 125
Environment
Department of Treasury and Finance 88 9 10.3
Parliamentary Departments 45 2 4.4
Note: The measures identified in the table above do not include the cost of delivery of the outputs.

Source: Departmental Responses to the PAEC budget estimates 2008-09 questionnaire and the 2008-09
Budget Paper No.3, pp.65-272.

182 Department of Treasury and Finance, Budget Paper No. 3 Service Delivery, May 2008, p.63
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Committee analysis identified seven departments where more than 10 per cent of performance
targets reported in the 2008-09 Budget papers varied by more than 10 per cent from the expected
outcome for 2007-08.

The Department of Innovation, Industry and Region Development (21.7 per cent) had the largest
percentage of target variations, while the Department of Education and Early Childhood
Development (1.3 per cent) had the lowest percentage. Individual departmental results were
reported in Committee’s Report on the 2008-09 Budget Estimates — Part 1, Appendix 3.

Table 7.4 examines the extent to which the variations from target were above or below the
expected result for 2007-08.

Table 7.4: 2008-09 Target variations
from the expected outcomes for 2007-08
2008-09 target 2008-09 target
Department 10% above 10% below
P 2007-08 expected | 2007-08 expected
outcome outcome

Department of Education and Early Childhood Development 0 1
Department of Human Services 14 5
Department of Infrastructure 21 6
Department of Innovation, Industry and Regional Development 9 11
Department of Justice 3 7
Department of Premier and Cabinet 2 9
Department for Planning and Community Development 3 15
Department of Primary Industries 5 0
Department of Sustainability and Environment 4 6
Department of Treasury and Finance 4 5
Parliamentary Departments 0 2
Total 65 67

Note: The measures identified in the table above do not include the cost of delivery of the outputs.

Source: Departmental Responses to the PAEC budget estimates 2008-09 questionnaire and the

2008-09 Budget Paper No.3, pp.65-272.

In both the Department of Human Services and the Department of Infrastructure, the majority of
variations consisted of targets being much higher than the expected outcome. Departments
indicated to the Committee that where targets were set significantly higher than the expected
outcome for the previous year, this was a result of a combination of factors including, the
introduction of new initiatives or funding, anticipated performance improvements or efficiencies
generated within the department.

In both the Department of Premier and Cabinet and the Department of Planning and Community
Development, the majority of variations consisted of targets being much lower than the expected
outcome. Where targets were set significantly lower than the expected outcome for the previous
year, departments predominately indicated that this was a result of exceptional circumstances in
2007-08 which resulted in the target being exceeded on that occasion.
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Despite these explanations, the Committee identified instances across a number of departments
where the target had not been updated or revised to reflect changed circumstances. For example,
the Department of Premier and Cabinet performance measure ‘number of briefs’, under the
Strategic Policy Advice output, has a target of 3,050 briefs. Yet the expected outcome for 2007-08
was 6,000 and the actual for the previous two years exceeded 7,000, a fact acknowledged by the
department;*®

“The number of briefs is significantly higher than target, reflecting the ongoing
high demand for advice.”

In addition to this, the Committee was disappointed in the variable nature and quality of the
explanations provided by departments. In a number of instances, department explanations
amounted to little more than restating the nature of the performance measure. This echoes the
recommendation by the Auditor-General that:**

*“...Departments provide more detailed explanations of significant and material
variations between actual output performance and published targets in the notes to
Budget Paper No.3, Service Delivery”

The Committee recommends that:

Recommendation 11: Output performance measure targets in budget papers
be regularly reviewed and adjusted to ensure that they at
least reflect historical performance.

Recommendation 12: Departments act on the Auditor-General’s
recommendation to provide more detailed explanations
of significant and material variations between actual
output performance and published targets in the notes to
Budget Paper No.3, Service Delivery.

133
134

Department of Premier and Cabinet, Response to PAEC estimates questionnaire, p.2
Victorian Auditor General’s Office, Parliamentary Appropriations: Output Measures, November 2007, p.3
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CHAPTER 8: REGIONAL VICTORIA INITIATIVES

AND RELATED ISSUES

Key findings of the Committee:

8.1

8.2

8.3

8.4

8.5

8.6

8.7

8.8

Victoria has experienced strong population growth over the past eight years with the
number of people residing in provincial Victoria increasing by 92,400.

Between 30 June 2005 and 30 June 2006, regional Victoria had the four fastest
growing inland cities of regional Australia, namely Mildura (2.2 per cent), Bendigo
(2.0 per cent), Ballarat (1.9 per cent) and Shepparton (1.9 per cent).

In terms of population growth outside of metropolitan Melbourne in 2006-07
compared to 2005-06, the largest growth in numbers occurred in the local
government areas of Greater Geelong (2,466), Greater Bendigo (1,582), the

City of Ballarat (1,228), the City of Latrobe (830) and the Rural City of Mildura
(752).

The fastest rate of population growth in regional Victoria between 30 June 2006 and
30 June 2007 occurred in the following local government areas: the shires of

Surf Coast (3.2 per cent), Mitchell (2.2 per cent) and Bass Coast (2.0 per cent); the
City of Warrnambool (1.7 per cent); and the Baw Baw Shire (1.5 per cent).

The rural sector makes a major contribution to economic growth and employment
in Victoria whereby the value of products from Victoria’s agriculture, forestry and
fishing sector in 2005-06 was estimated to be more than $9.3 billion. Over

67,000 people are employed directly in agricultural industries, while a further
84,000 people are employed in related processing and service industries.

Victoria’s farmers are facing unprecedented pressures due to a strong dollar,
international competition, water scarcity or labour skills shortages.

Regional funding initiatives are disclosed in a variety of ways throughout the budget
papers (some are specific to regional locations whereas others are included in
‘across Victoria’ designations). The larger funding initiatives contained in the
2008-09 Budget includes:

e $278 million to maintain and improve regional passenger rail infrastructure;
e $224 million to upgrade regional roads;

e  $205 million for the Future Farming strategy; and

e $137 million to improve regional health services.

The Committee remains of the view that the budget papers should show a more
comprehensive picture of funding to regional and rural Victoria including, where
possible, by region. While reiterating the general tenor of the recommendations in

last year’s report, the Committee believes that it is now timely for the preparation of
a specific budget paper on regional and rural Victoria as from 2009-10.
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8.9

8.10

8.11

8.12

8.13

8.14

The Regional Development Output Group estimate for 2008-09 compared to the
prior year’s budget decreased by 40.1 per cent from $150.2 million to $90.0 million.
The government indicated that the main reasons for the variance were due to
annual variations for the Regional Development Fund in 2008-09 consistent with its
budget funding profile, and cessation of funding for drought initiatives.

In terms of economic conditions and outlook, the May 2008 budget reveals that the
latest Australian Bureau of Agricultural and Resource Economics (ABARE)
forecast for Victorian winter crop production is 3.8 million tonnes in 2007-08, up
112 per cent on drought-affected 2006-07, but still well below the five-year average.

The Committee notes that the government, in acknowledging that long-term rainfall
deficiencies persist across much of Victoria, recognises that the rural sector has only
partially recovered from drought conditions. The government also conveys through
the budget an important warning that, although the economic projections assume a
return to normal seasonal conditions in 2008-09 based on the most recent
information from ABARE, if poor conditions continue in the rural sector, this will
place downward pressure on economic growth.

The government has approved $585 million in funding to the Regional
Infrastructure Development Fund (RIDF) from 2000-01 to 2009-10. At 20 May 2008,
the government had announced $399.9 million for 172 major projects. In terms of
actual expenditure, the RIDF had contributed $272 million towards 105
infrastructure projects across provincial Victoria with a total investment value of
more than $754 million when additional leveraged funding from applicants is
included. To ensure that the total of the approved funding for the RIDF is to be
utilised in the required timeframe, the Committee believes that the government will
need to accelerate the number of infrastructure projects planned and commenced
for provincial Victoria over the next two years to 2009-10.

The Committee notes that the RIDF program has been successful in attracting
investment. According to information supplied to the Committee by the Minister for
Regional and Rural Development on 30 September 2008, the overall commitment of
$411.3 million for 194 projects has been matched with commitments of
approximately $837.7 million from other sources. This equates to a direct leverage
ratio (from other sources) of $2.04 for every dollar committed by the RIDF.

The Committee obtained details relating to actual expenditure for the 194 RIDF
projects that had been announced as at 11 July 2008. The five largest projects in
terms of expenditure incurred to 31 March 2008 were:

e Natural Gas Extension Program (13 projects for 34 towns: announced between
2003-04 and 2005-06): $41,363,043

¢ Small Towns Development Fund announced in 2003-04: $14,847,963
¢ Geelong Central Revitalisation Program announced in 2000-01: $12,000,000
e Rural Community Infrastructure Allocation announced in 2001-02: $10,000,000

e Victorian Dairy Electricity Infrastructure announced in 2000-01: $8,000,000
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8.15

8.16

Various large RIDF projects announced between 2002-03 and 2005-06 had not yet
been completed in terms of achieving key payment milestones as at 31 March 2008.
These projects included the Hepburn Springs Bathhouse Refurbishment and
Redevelopment announced in 2002-03, the Small Towns Development Fund
announced in 2003-04, the Natural Gas Extension Program, announced between
2003-04 and 2005-06, which involved 13 projects for 34 towns, and the Small towns
Development Fund (Moving Forward) announced in 2005-06.

The initiatives that attracted the largest allocations from the Provincial Victoria
Growth Fund, which is designed to deliver $100 million to assist regional councils,
businesses and communities, were ‘meeting new challenges in key regional
industries’ ($24.2 million or 24.2 per cent) and ‘building a skilled provincial
workforce’ ($22.0 million or 22.0 per cent).
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8.1 Introduction

In inquiring into the budget estimates for any given year, the Committee is interested in the
allocation of the state’s resources to the regional and rural sector. The Committee’s lines of inquiry
were strategic in nature in that areas pursued related to the government’s key policy
announcements, namely the goals set out under Growing Victoria Together, the Moving Forward
statement, Securing a prosperous future for Provincial Victoria as outlined in the budget and the
Future Farming: Productive, Competitive and Sustainable strategy (refer to 8.4.1 of this report for
further details).

At the budget estimates hearing, the Minister for Regional and Rural Development informed the
Committee that Victoria has experienced strong population growth over the past eight years with
the number of people residing in provincial Victoria increasing by 92,400 over that period
(see figure 8.1). %

Figure 8.1: Population growth in provincial Victoria
1996 to 2007
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Note: * Preliminary

Source: Hon. J Allan, MLA, Minister for Regional and Rural Development, 2008-09 Budget Estimates
hearing, 30 May 2008, slide presentation (slide no.2); (Data source: Australian Bureau of
Statistics)

The Committee was interested to learn from the Minister that over the past statistical period from
30 June 2005 to 30 June 2006, regional Victoria has had the four fastest growing inland cities of
regional Australia, namely Mildura, Bendigo, Ballarat and Shepparton.**® Table 8.2 shows details
relating to the population growth of these statistical districts compared to that of Victoria.

1% Hon. J Allan MP, Minister for Regional and Rural Development, 2008-09 Budget Estimates hearing, transcript of

evidence, 30 May 2008, p.2
136 ibid.
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Table 8.2:Population growth for the fastest growing inland cities of regional
Australia compared to Victoria
30 June 2005 compared to 30 June 2006

Statistical district Resident population | Resident population | Increase in r'esident Population
30 June 2005 30 June 2006 population growth
Number Number Number Per Cent

Mildura 47,783 48,836 1,053 2.2
Bendigo 84,256 85,978 1,722 2.0
Ballarat 88,618 90,303 1,685 1.9
Shepparton 47,170 48,063 893 1.9
Victoria 5,023,164 5,091,666 68,502 1.4
Source: Australian Bureau of Statistics, Regional Population Growth, Australia, 2005-06
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In terms of population growth outside of metropolitan Melbourne in 2006-07, the largest growth
occurred in the local government areas of Greater Geelong, Greater Bendigo the City of Ballarat,
the City of Latrobe and the Rural City of Mildura. The rate of growth, however, was fastest in the
following local government areas in Regional Victoria: the shires of Surf Coast, Mitchell and Bass
Coast; the City of Warrnambool; and the Baw Baw Shire.”® Table 8.3 shows relevant details of
these areas that experienced the largest increase in population and the greatest population growth in
2006-07 together with population growth figures for Victoria.

Table 8.3: Local government areas in regional Victoria that
experienced the largest increase and fastest rate of growth in population
30 June 2007 compared to the previous year

Estimated rt_esident Changg in resident Population
Local Government Area population population over the
30 June 2007 previous year growth
Number Number Per Cent
Largest increase in population
Greater Geelong 208,395 2,466 1.2
Greater Bendigo 98,323 1,582 1.6
City of Ballarat 89,665 1,228 1.4
City of Latrobe 72,905 830 1.2
Rural City of Mildura 52,576 752 15
Fastest rate of growth
Surf Coast Shire 23,521 719 3.2
Shire of Mitchell 32,760 720 2.2
Bass Coast Shire 28,081 557 2.0
City of Warrnambool 32,042 541 1.7
Baw Baw Shire 39,078 594 15
Victoria 5,205,216 76,906 15

Source: Australian Bureau of Statistics, Regional Population Growth, Australia, 2006-07

187 April 2008 — ABS Update
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In terms of the rural sector and the business of farming, the Committee notes the view expressed by
the government that, while the nature of farming has changed dramatically in recent decades, the
sector continues to make a major contribution to economic growth and employment in Victoria.
This can be seen from the following:**®

¢ the value of products from Victoria’s agriculture, forestry and fishing sector in 2005-06 was
estimated to be more than $9.3 billion;

o farm businesses in Victoria produce around 26 per cent of the nation’s food and fibre exports
from only three per cent of Australia’s arable land;

e Dbetween 1999-2000 and 2004-05, the dairy industry was Victoria’s most significant industry
producing 64 per cent of Australia’s milk production and accounting for 85 per cent of
Australia’s dairy exports;

e Victoria has the largest area of plantation forestry in Australia (in 2006, there were
396,000 hectares of plantation forests in Victoria or 21.7 per cent of the 1.8 million hectares in
Australia); and

e over 67,000 people are employed directly in agricultural industries, while a further
84,000 people are employed in related processing and service industries.

The rural sector faces various challenges in the foreseeable future. The Minister for Agriculture
advised the Committee at the budget estimates hearing that Victoria’s farmers are facing
unprecedented pressures due to a strong dollar, international competition, water scarcity or labour
skills shortages. The Committee heard that there has been strong growth in agricultural production
and a long-term reduction in the number of individual farms through the consolidation of the
farms.**® As can be seen in figure 8.4, while the number of agricultural establishments has been
reducing, the value of agricultural production overall has been increasing.

Figure 8.4: Agricultural establishments and
value of agricultural production
1990 to 2006

Source: Mr J Helper MP, Minister for Agriculture, 2008-09 Budget Estimates hearing, 16 May 2008,
slide presentation (no.9)

138
139

Victorian Government, Future Farming (Productive, Competitive and Sustainable) strategy, April 2008, p.5
Mr J Helper, MP, Minister for Agriculture, 2008-09 Budget Estimates hearing, transcript of evidence,
16 May 2008, p.3
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Acknowledging the prevailing climatic and economic challenges facing the sector, the vast
majority of which are beyond the control of the state, it is essential that the Parliament exercises
careful oversight of the way in which regional and rural communities are assisted to cope with
these challenges through initiatives funded by the public purse. The Committee’s inquiry into the
budget estimates facilitated this process, whereby the Committee raised around 70 questions (some
14 per cent of all questions) directly relating to regional and rural Victoria at the budget estimates
hearings. The portfolios attracting the highest percentage of questions were Regional and Rural
Development, Agriculture and Water.

Accordingly, in examining the budget from a regional and rural perspective, the Committee was
interested in gaining an appreciation of:

¢ how the government has responded to past recommendations made by the Committee in this
area, primarily in relation to ways in which disclosure could be enhanced in the budget papers;

¢ the challenges facing regional and rural Victoria;

¢ the assumptions upon which the budget is based in order to drive growth and opportunities
throughout regional and rural communities;

o the apportionment of the budget among the six geographical segments of Victoria and
departments compared to the Melbourne metropolitan region and prior years;

o the specific new responses contained in the budget and associated funding (in the form of
government-wide as well as individual and output and asset initiatives) that are targeted at
regional and rural Victoria; and

¢ the rationale supporting policy decisions connected with key budget initiatives.

8.2 How did the government respond to the recommendations
made by the Committee in its report on the Budget
Estimates for 2007-08 Part Three?

In the 2007-08 Budget estimates report part three, the Committee recommended that:**

e funding for new initiatives targeted at regional and rural development for each department be
dissected among each of the state’s designated regions and be disclosed in a widened
presentation in the budget papers;

o the government explore the merits of an associated budget document on funding allocated to
programs for regional and rural Victoria; and

¢ the coordination of funding for regional investment initiatives to be conferred on a central
entity to facilitate dedicated streamlined reporting within the budget papers.

While supporting the presentation of budget information for regional and rural Victoria and
reporting significant targeted initiatives by the six geographical segments of Victoria and by
Provincial Victoria key themes, the government indicated that state-wide initiatives are currently
not reported by region as these are funded across Victoria and not specifically to a region. The
Department of Treasury and Finance considers the dissection of state-wide initiatives budget
funding by regions is only feasible where the information clearly represents the underlying purpose
of the initiative.

140 Public Accounts and Estimates Committee, Report on the 2007-08 Budget Estimates Part Three, pp.126-128
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The Department of Treasury and Finance also indicated that it does not consider there is a need to
consolidate the funding coordination and reporting role to one single agency as the department is
responsible for budget coordination and the form and content of the budget papers, including
whole-of-government reporting on budget initiatives for regional Victoria.**

8.3 How are regional funding initiatives disclosed in the
2008-09 Budget?

Regional funding initiatives are disclosed in a variety of ways throughout the budget papers (some
are specific to regional locations whereas others are included in ‘across Victoria’ designations),
which include disclosure in the following areas:

Victorian Budget Overview, Taking action for our suburbs and our regions, 2008-09:

o the budget highlights section under various priority areas or elements considered most critical
in Victoria’s future success (funding disclosed);*

e under 11 areas earmarked for taking action, which includes one area for taking action titled
‘Securing a prosperous future for Provincial Victoria’ (funding disclosed);'** and

e asection titled ‘A Budget for all Victorians” which includes a map of Victoria and lists
individual initiatives according to each of the six geographical segments of Victoria (including
an ‘outer suburbs’ category) as well as Melbourne — in this area of the budget documents,
individual funding is not disclosed for each initiative.**

Budget Paper No.3, Service Delivery 2008-09:

e the service and budget strategies section categorised under the various goals of the
government’s Growing Victoria Together initiative;** and

e output and asset initiatives (both government-wide and for individual departments) where
funding is disclosed for the current year and over the forward estimates period.

Building on the $502 million package of measures contained in the government’s Moving Forward
statement issued in November 2005, which included the provision of $200 million to extend the
Regional Infrastructure Development Fund to 2009-10 (see 8.4.3) and $100 million to establish the
Provisional Victoria Growth Fund (see 8.4.4), the 2008-09 Budget provides a range of initiatives
in a wide range of areas such as education, health transport, community safety, climate change and
water that extend across the state.

1 Government Responses to the Recommendations of the Public Accounts and Estimates Committee’s 73" Report

on the 2007-08 Budget Estimates, pp.22-23
Victorian Budget Overview, Taking action for our suburbs and our regions, 2008-09, pp.5-7
143 i
ibid., pp.10-32
144 ibid., pp.16-17
145 Budget Paper No.3, Service Delivery 2008-09, pp.5-41
146 Public Accounts and Estimates Committee, Report on the 2007-08 Budget Estimates Part Three, pp.121-122

142

109



Report on the 2008-09 Budget Estimates — Part Three

Initiatives specifically earmarked in the Treasurer’s Speech as being given a high priority for
Regional Victoria are set out in table 8.5:*'

Table 8.5: High priority initiatives for regional Victoria
2008-09 Budget initiative Funding Proportion of total
($ million) Per Cent

Maintain and improve regional passenger rail infrastructure 278 30.6

Upgrade regional roads 224 24.7

Future Farming strategy (a) 205 22.6

Improve regional health services 137 151

Improve regional freight connections a7 5.2

Large upgrades at eight small rural schools 16 1.8

Total (b) 907 100.0

Note: (a) the strategy is designed to deliver better services to farmers, increase Victoria’s agricultural
research effort and drive greater productivity, innovation and competitiveness in the farming
sector

(b) the budget also introduces a Regional First Home Bonus of $3000 for first homebuyers
purchasing newly built homes in regional Victoria. Along with existing first home grants, this
gives homebuyers up to $15,000 towards a new home

Source: Treasurer’'s Speech, Budget Paper No.1, 2008-09, pp.10-11

In appreciating the difficulties posed in categorising all funding in the budget between the
Melbourne metropolitan region and the various geographic segments of the state, the Committee
believes there is scope for a more expansive presentation of some of this information in the budget
papers. For example, information shown in the map of Victoria in the Victorian Budget Overview,
which is useful in associating various budget initiatives according to related geographical segments
of Victoria, could be expanded to include quantification of those specific initiatives that can be
identified specifically to regions.'*

The Committee remains of the view that the budget papers should show a more comprehensive
picture of funding to regional and rural Victoria including, where possible, by region. While
reiterating the general tenor of the recommendations in last year’s report, the Committee believes it
is time that a specific budget paper on regional and rural Victoria be produced in future.

Recommendation 13: From 2009-10, a new budget paper providing a
comprehensive overview of the state government
programs and initiatives, for regional and rural Victoria,
be provided.

w Budget Paper No.1, Treasurer’s Speech 2008-09, pp.11-12
18 Victorian Budget Overview, Taking action for our suburbs and our regions, 2008-09, pp.16-17
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8.4 Issues relating to regional and rural Victoria canvassed at
the budget estimates hearings

8.4.1 Summary of issues covered from a strategic perspective

There were 18 budget estimates hearings where certain questions posed to Ministers had a regional
and rural perspective. The portfolios that attracted the largest concentration of questioning along
these lines are shown in table 8.6 together with the linkage to the government’s major policy
pronouncements.

Table 8.6: Specific regional and rural related questions strategically
aligned to the government’s policy agenda (Portfolios with
the highest concentration of questions)

Questions by the Committee aligned to government policy

Area of interest Government policy

Public Transport

Additional train sets for the forthcoming grain harvest | Growing Victoria Together (GVT) - Growing and
season and related subsidies (domestic grain rebate) | linking all of Victoria

(p.9 of transcript) ]
Moving Forward statement

Future Farming strategy

The country passenger rail network renewal and GVT - Growing and linking all of Victoria

maintenance program (p-) Moving Forward statement

Securing a prosperous future for Provincial Victoria

South Morang rail extension and relationship to the See above
Epping and Hurstbridge lines (p.7)

The public transport service package for South GVT - Growing and linking all of Victoria

Gippsland and the Bass Coast (p.28)
Moving Forward statement

The upgrade of the Mildura freight train line (pp.7-8) | GVT - Growing and linking all of Victoria

Moving Forward statement

Future Farming strategy
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Table 8.6: Specific regional and rural related questions strategically
aligned to the government’s policy agenda (Portfolios with
the highest concentration of questions) (continued)

Questions by the Committee aligned to government policy

Area of interest

Government policy

Regional and Rural Development

The Regional Infrastructure Development Fund pp.3-8
(refer section 8.4.3 of this chapter)

GVT - More quality jobs and thriving, innovative
industries across Victoria

Moving Forward statement

Securing a prosperous future for Provincial Victoria

Output structure for the department p.6

GVT - Greater public participation and more
accountable government

The Moving Forward statement pp.8-9

GVT - More quality jobs and thriving, innovative
industries across Victoria

Moving Forward statement

The Provincial Victoria Growth Fund pp.9-10 See above
(refer 8.4.4 of this chapter)
Support for growth in Victoria’'s food industry pp.10-11 | See above

Regional Economic Development, Investment and
Promotion output — quantity performance measures
pp.12-13

GVT - Greater public participation and more
accountable government

New exports facilitated in regional Victoria pp.13-14

GVT - More quality jobs and thriving, innovative
industries across Victoria

Moving Forward statement

Drought assistance measures pp.14-16

GVT - Protecting the environment for future
generations

Future Farming strategy
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Table 8.6: Specific regional and rural related questions strategically
aligned to the government’s policy agenda (Portfolios with
the highest concentration of questions) (continued)

Questions by the Committee aligned to government policy

Area of interest Government policy

Premier’s

Assumptions regarding the duration and impact of the | GVT - Protecting the environment for future
drought in formulating the budget pp.9-10 (refer 8.4.2 | 9enerations
of this report)

Matching announcements concerning drought GVT - Protecting the environment for future
assistance with actual expenditure p.20 generations

Moving Forward statement

Future Farming strategy

Securing Victoria’s water supplies — the food bowl GVT - Protecting the environment for future
modernisation project pp.20-22 generations

Moving Forward statement

Improving services to farmers — additional funding GVT - Protecting the environment for future
pp.19-20 generations

Moving Forward statement
Securing a prosperous future for Provincial Victoria

Future Farming strategy

Department’s role in assisting in improving urban GVT - More quality jobs and thriving, innovative
development and planning pp.12-13 industries across Victoria

Moving Forward statement
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Table 8.6: Specific regional and rural related questions strategically
aligned to the government’s policy agenda (Portfolios with
the highest concentration of questions) (continued)

Questions by the Committee aligned to government policy

Area of interest

Government policy

Agriculture

Subsidies, concessions and revenue foregone pp.4-5

GVT - Greater public participation and more
accountable government

Future Farming Strategy pp.8-9 and 15

GVT - Protecting the environment for future
generations
Future Farming strategy

Precision agriculture p.16

See above

On-farm productivity grants and funding of drought
coordinators pp.9-10

GVT - Protecting the environment for future
generations

Moving Forward statement

Future Farming strategy

Drought proofing works, farm productivity, mental
health services and sporting grounds p.13

See above

Weeds and pests p.10-12

GVT - Protecting the environment for future
generations

Securing a prosperous future for Provincial Victoria

Future Farming strategy

Victoria’s grape vine industries pp.17-18

GVT - Protecting the environment for future
generations

Fox and wild dog control — reactivation of bounties
p.18

GVT - Protecting the environment for future
generations

Applying lessons learnt from the equine flu campaign
to combating the abalone virus pp.20-21

GVT - Protecting the environment for future
generations

Food bowl modernisation project — strategies and
funding pp.16-17 and 22-23

GVT - Protecting the environment for future
generations

Moving Forward statement

Budget assumptions and economic projections p.23

GVT - Sound financial management
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Table 8.6: Specific regional and rural related questions strategically
aligned to the government’s policy agenda (Portfolios with
the highest concentration of questions) (continued)

Questions by the Committee aligned to government policy

Area of interest

Government policy

Agriculture (continued)

Reduction in ‘general government expenses by
purpose’ for agriculture, forestry and fishing including
drought response pp.5-8

GVT - Greater public participation and more
accountable government

Machinery of government changes p.6

See above

Communicating the budget to farming communities
p.19

See above

Industry standards for animal welfare — inspections
and prosecutions p.14

GVT - Building friendly, confident and safe
communities

Community information regarding genetically modified
technology pp.19-20

GVT - Protecting the environment for future
generations

Moving Forward statement

Future Farming strategy
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Table 8.6: Specific regional and rural related questions strategically
aligned to the government’s policy agenda (Portfolios with
the highest concentration of questions) (continued)

Questions by the Committee aligned to government policy

Area of interest

Government policy

Water

Reconnection of Tarago Reservoir p.3

GVT - Efficient use of natural resources

Moving Forward statement

Food Bowl Modernisation project and North-South
pipeline pp.3-11

See above

Goldfields Superpipe project p.5

GVT - Protecting the environment for future
generations

Moving Forward statement

Water savings under Top 1,500 industry program
pp.7-8

GVT - Efficient use of natural resources

Viability of construction of a pipeline from Tasmania to
Victoria pp.9-10

GVT - Protecting the environment for future
generations

Moving Forward statement

Dams as an alternative water augmentation strategy
pp.11-12

GVT - Efficient use of natural resources

Moving Forward statement

Environmental contribution levy p.15

GVT - Protecting the environment for future
generations

Small Towns Water Quality Fund and Victoria’'s
overall performance in water management compared
to other Australian jurisdictions pp.15-16

GVT - Efficient use of natural resources

Moving Forward statement

Geelong-Melbourne pipeline p.17

GVT - Protecting the environment for future
generations

Moving Forward statement

Victorian Water Trust pp.17-18

GVT - Efficient use of natural resources

Moving Forward statement

Sustainable Water Management and Supply output
pp.18-19

GVT - Protecting the environment for future
generations
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Table 8.6: Specific regional and rural related questions strategically
aligned to the government’s policy agenda (Portfolios with
the highest concentration of questions) (continued)

Questions by the Committee aligned to government policy

Area of interest

Government policy

Treasury

Concessions to assist country Victorians cope with the
rising cost of living pp.11-13

GVT - A fairer society that reduces disadvantage and
respects diversity

Investment in major water projects, especially the
desalination plant and the food bowl irrigation
infrastructure projects pp.16-17 and 23-24

GVT - Protecting the environment for future
generations

Moving Forward statement

Phasing of expenditure under the Regional
Infrastructure Investment Fund p.33-34

GVT - Sound financial management

Moving Forward statement

Global and domestic economic challenges pp.10-11

See above

Victoria’s comparative performance against other
Australian states in addressing economic challenges
pp.13-14

GVT —More accountable government

Treasurer’s direction on commercial issues to
VicForests p.35

GVT - Efficient use of natural resources
Moving Forward statement

Sources:

Various transcripts relating to the 2008-09 Budget Estimates hearings
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8.4.2 Assumptions regarding the duration and impact of the
drought

(@) Basis for assuming a return to average seasonal conditions

In noting that the budget for the Regional Development Output Group for 2008-09 compared to the
prior year’s budget decreased by 40.1 per cent from $150.2 million to $90.0 million,** the
Committee was interested in gaining an understanding of the assumptions made in relation to the
duration and impact of the drought in formulating the budget. The budget papers revealed that the
major reasons for the variance in Regional Development were due to annual variations for the
Regional Development Fund in 2008-09 consistent with its budget funding profile, and cessation of
funding for drought initiatives.™®

The Committee noted that the government has drawn on recent information released by the
Australian Bureau of Agricultural and Resource Economics (ABARE) in making budgetary
decisions connected with infrastructure development in regional Victoria. In terms of economic
conditions and outlook, the May 2008 budget reveals that the latest ABARE forecast for Victorian
winter crop production is 3.8 million tonnes in 2007-08, up 112 per cent on drought-affected
2006-07, but still well below the five-year average. This partial recovery in the rural sector is
expected to contribute around 0.3 percentage points to GSP growth in 2007-08 (around half the
contribution expected from a full recovery). The government expects that a return to more normal
climatic conditions will contribute to a further recovery in the agricultural sector in 2008-09.
According to the Bureau of Meteorology, Victoria experienced around average rainfall over
summer, and rainfall levels are expected to be around average over the following months.**

Referring to matters outlined in the budget that have on-going relevance to regional and rural
Victoria, the Committee wishes to emphasise for future budget deliberations, the following serious
challenges acknowledged by the government:

“Farm incomes have been supported by rising prices for a number of agricultural
commodities, particularly grains and dairy, but conditions remain challenging due
to the rising input costs such as fuel, financing chemicals and fertilisers, in
addition to low water allocations. Long-term rainfall deficiencies persist across
much of Victoria.'®

The rural sector has only partially recovered from drought conditions. The
economic projections assume a return to normal seasonal conditions in 2008-09,
but should poor conditions continue in the rural sector, this will place downward
pressure on economic growth.””*s?

149 Budget Paper No.3, Service Delivery 2008-09, p.145

10 ibid.

1:; Budget Paper No.2, Strategy and Outlook, 2008-09, p.34
ibid.

13 jhid. p.35
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The Committee appreciates that in framing budget projections, it is imperative that the government
has access to the most relevant, authoritative and up to date advice. In exploring this matter while
inquiring into the budget estimates for 2008-09, the Committee learned from the Premier that:***

“All we can do obviously in putting the budget together is use the best advice
which is available at the time. At the time of putting the budget together, most of
the medium-term forecasters were predicting good autumn and winter rainfall...

My understanding of the present situation is that the bulk of forecasters are still
predicting average or near average rains through winter. But as with all of these
things, we just have to wait and see...

....In terms of how governments respond to those things, if you think back over the
last two years it has generally been in around September or October of each year
that we make a judgement about whether any further ongoing assistance is
necessary because it is usually not until that time that you have got a clear and
decisive picture of what is happening across the state. At the moment we have a
significant number of drought programs in place. As | have said, the economic
forecasts which are in the budget are based on the latest advice from the
Australian Bureau of Agricultural and Resource Economics (ABARE) and the
bureau.”

In terms of environmental indicators, the seasonal outlook released by the Department of Primary
Industries on 3 July 2008 revealed that the national outlook for total rainfall over the mid-winter to
early spring period (July to September) shows a shift in the odds favouring drier than average
conditions over a broad band from northwest Western Australia to south east Australia. The pattern
of seasonal rainfall odds across Australia is a result of higher than average temperatures in the
Indian Ocean surrounding the west coast of Western Australia, and a warming trend in recent
months over the equatorial Pacific.’*®

The Committee, in noting information contained in regional reports prepared by the Department of
Primary Industries in early June and July 2008 that related to seasonal conditions in May and June
2008 (refer to extracts shown in table 8.7), will be interested in comparing the seasonal conditions
later in the year and any policy shifts in funding directed at regional and rural Victoria to address
further drought-related impacts.

154 Hon J. Brumby MP, Premier, 2008-09 Budget Estimates hearing, transcript of evidence, 12 May 2008, p.10
155 Department of Primary Industries, Dry Seasonal Conditions in Rural Victoria, Report: 79, July 2008, p.2
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Table 8.7: Victoria’s regional areas
Seasonal Conditions in Rural Victoria June 2008

Region Regional report as outlined by the Department of Primary Industries on
3 July 2008
Mallee Below average rainfall and relatively warm conditions is putting pressure on

crop and pasture growth. Dryland farmers are nervous and horticulturalists are
concerned about the season.

Wimmera Conditions are dry but there is still hope for a reasonable year. Without average
rain, crops could easily fail.

North Central All areas need good rainfall soon. The farming community is concerned about
continuation of dry conditions over the next four months.

Northern Irrigation The poor weather outlook is negatively impacting many dairy farmers.

North East Conditions are drying and good rain is needed now with crops looking OK
although they are surviving from shower to shower. The mood in the region is
shifting from concerned to frightened regarding the prospects for the coming
season.

East Gippsland Conditions are extremely dry which may impact on spring growth. The
Macalister Irrigation District has a high volume of irrigation water which should
result in a good season.

West and South Gippsland | Soil moisture is ideal for pasture growth. Cereal crops are growing well as are
crops of annual ryegrass. In relation to snow pea growers, soil moisture is
sufficient for land preparation but unless it rains more, may not have sufficient to
SOowW.

Port Phillip Overall, orchard yields were reduced because of the lack of irrigation water.
Farms with catchment dams on the Mornington Peninsula are worried about
lack of inflows to replenish supplies and are relying on good rains to have water
available for spring crops.

South West The season is still fairly dry and there is a clear need for follow up rain to boost
crop growth and replenish subsoil moisture. Pasture growth rates are less than
ideal but not critical at this stage.

Source: Department of Primary Industries, Dry Seasonal Conditions in Rural Victoria, Report 79:
3 July 2008, pp.4-5

(b) Assessment of the impact of the drought on economic
growth and future budgetary measures

According to the economic projections for Victoria outlined in the budget, the Victorian economy
is expected to grow by 3.25 per cent in 2007-08 and then 3.0 per cent over each of the years from
2008-09 to 2011-12. Export growth is expected to be moderate, with solid services exports growth
offsetting weaker merchandise export growth. The government foresees that, since the rural sector
has partly recovered from the drought conditions experienced in 2006-07, agricultural production
will make a moderate contribution to economic growth. Although the government is predicting a
continued recovery in the farm sector on the assumption of a return to average seasonal conditions,
the government also acknowledges in the budget that the Victorian economic projections are
sensitive to a number of risks including prospects for the rural sector.**

156 Budget Paper No.2, Strategy and Outlook, 2008-09, pp.22-23
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In the event of downward pressure being placed on the predicted level of economic growth over
2008-09 (growth in Victorian gross state product of 3.0 per cent), the Committee supports in such
circumstances an assessment being made as soon as possible about whether any ongoing assistance
will need to be provided to regional and rural communities as dry seasonal conditions continue to
prevail throughout Victoria. This should be made clear in the budget update for 2008-09.

Recommendation 14: The Department of Treasury and Finance monitor
weather patterns and ground conditions and determine
any required additional budgetary measures for drought
relief. Commitments should be detailed in the budget
update.

As part of the Committee’s analysis of issues relating to the Growing Victoria Together vision
calling for a healthy environment, chapter 15.1 covers various matters relating to the impact of the
drought on the formulation of the budget in further detail.

8.4.3 Expenditure from the Regional Infrastructure Development
Fund and delivery of outcomes to regional Victoria

Established in 1999, the Regional Infrastructure Development Fund (RIDF) is designed to improve
the competitive capacity of regional Victoria and enhance economic development through
investment, job creation and the promotion of export opportunities.™

The RIDF provides support for capital works that aims to enhance the development of regional and
rural Victoria to:*®

e support new industry development;
e link transport infrastructure;
e improve tourism facilities; and

e better link regional Victoria to new opportunities in education and information and
communication technologies (ICT) infrastructure.

(@) Commitments versus spending

RIDF funding has been approved in three main allocations:

e  $180 million — 1999 Policy Commitments: for 2000-01 to 2002-03;

e $180 million — 2003 Policy Commitments: for 2003-04 to 2007-08; and
e $200 million — Moving Forward Statement: for 2005-06 to 2009-10.

An additional $25 million has been provided through special programs and budget increases.***

157 www.business.vic.gov.au Business Victoria, Regional Development Victoria, Regional Infrastructure

Development Fund, accessed 15 August 2008, p.2

18 ibid.

15 Hon. J Allan MP, Minister for Regional and Rural Development, 2008-09 Budget Estimates hearing,
30 May 2008, slide No. 10
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In comparison to the government’s approval of funding of $585 million to the RIDF from 2000-01
through to 2009-10 as outlined above, the Committee noted that: **°

e asat 20 May 2008, the government had announced $399.9 million for 172 major projects with
a total value of $1.19 billion;** and

e interms of actual expenditure, the RIDF had contributed $272 million towards
105 infrastructure projects across provincial Victoria (with a total investment value of more
than $754 million when additional leveraged funding from applicants was included).

The Committee sought details from the Minister for Regional and Rural Development on
expenditure of the program. At the budget estimates hearing the Minister confirmed that:*®

“...As most people who are familiar with how infrastructure projects are both
funded and delivered know, there is always a lag between the commitment of the
funding and the delivery of projects. Any responsible government will only deliver
the funding for that project against certain agreed milestones, which is why we
have contracts that are entered into, agreements that are entered into, with
organisations that receive this funding. There is from year-to-year going to be a
lag between the amount that is being committed to and publicly announced and the
actual amount being expended. That is why you see that difference...

Of the 172 projects that have been announced to date, 156, so 91 per cent of those,
have commenced construction; 54 per cent of them — 93 — have actually been
completed, and legal agreements are being negotiated or finalised with the
remaining 16 projects. It is a fund that is well on track in delivering the funds that
have been committed.”

Given that the value of the total announced projects comprise some two thirds of approved funding
for the RIDF over an eight year period from 2000-01 to 2007-08, the government will need to
announce projects over the next two years to 2009-10 that will account for one third of the
remaining approved funding. As such, an accelerated number of infrastructure projects for
provincial Victoria will need to be planned and commenced over the next two years.

In keeping with the thrust of the comments made by the Committee in its Report on the 2006-07
Financial and Performance Outcomes concerning expenditure in the Regional Infrastructure
Development Fund,'®® the Committee will continue to monitor performance over the two ensuing
years in terms of the extent of funding allocated to approved infrastructure projects for which
payments will be made in future financial years.

Recommendation 15: To ensure that the approved allocation of funding to the
Regional Infrastructure Development Fund is fully
committed and spent in a timely manner, the government
will need to accelerate the number of announced projects
over the next two years.

160 Victorian Government, Moving Forward: Making Provincial Victoria the Best Place to Live, Work and Invest,

November 2005, p.21

Hon. J Allan MP, Minister for Regional and Rural Development, 2008-09 Budget Estimates hearing,

30 May 2008, slide No. 10

Hon. J Allan MP, Minister for Regional and Rural Development, 2008-09 Budget Estimates hearing,

30 May2008, transcript of evidence, pp.5-6

Public Accounts and Estimates Committee, Report on the 2006-07 Financial and Performance Outcomes,
May 2008, p.457
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On 30 September 2008, the Minister for Regional and Rural Development advised the Committee
that the RIDF aims to maximise funding from other sources and in this regard has been highly
successful. The overall commitment of $411.3 million for 194 projects (announced as of
11 July 2008) has been matched with commitments of approximately $837.7 million from other
sources. This equates to a direct leverage ratio (from other sources) of $2.04 for every dollar
committed by the RIDF. In regard to other funding partners, the largest proportion
(approximately 32 per cent) of project costs has been committed from the private sector (see figure
8.8). 164

Figure 8.8: Regional Infrastructure Development Fund
Direct leverage from funding sources

Private Sector RIDF

32% b 33%
Local
Other
Government
Government 14%
21% °
Source: Hon. J Allan, MP, Minister for Regional and Rural Development, response to request for further

information, received 30 September 2008 (Appendix 4)

164 Hon. J Allan MP, Minister for Regional and Rural Development, response to request for further information,

received 30 September 2008 (Appendix 4)
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(b) Disclosure of expenditure on projects and outcome-related
information

The Auditor-General recommended in 2005 on the need for Regional Development Victoria (RDV)
to provide more information on the operations and outcomes achieved by the RIDF in its annual
report to the Parliament.**® The Auditor-General concluded that:*®

“While RDV’s annual report and other publications currently provide information
on the overall activities and expenditures of the fund, accountability for the RIDF’s
management would be improved by providing more public information on the
allocation of funds against the principal project categories specified in the Act, the
geographic distribution of funds and more detail about the status of approved
projects.

There is also insufficient public information available on the overall performance
of the RIDF, particularly in relation to any impact it may be having on the
economic and social development of rural and regional Victoria. RDV’s annual
report to Parliament provides information on the outputs of regional infrastructure
development, but does not address outcomes in terms of whether the policy
objectives of the RIDF are being achieved.”

Given that Regional Development Victoria (RDV) has only reported on commitments made against
the RIDF in terms of approved grants for particular projects in its annual report,**” the Committee
sought from the Minister information disclosing:

e actual expenditure against each of the funded projects to 31 March 2008; and

e astatus report in relation to adopting the recommendations of the Auditor-General made in
October 2005 regarding reporting on the outcomes delivered by the RIDF projects.

The Minister advised that for the 194 projects that had been approved for funding under the RIDF
since 2000, a listing of all approved projects and approved amounts is available in the RDV Annual
Report and on the RDV website.*®®

RIDF payments as at 31 March 2008 that were in excess of $3,000,000 for RIDF announced
projects as of 11 July 2008 are set out in table 8.8. As identified in the table, the five largest
projects in terms of expenditure incurred to 31 March 2008 are shown below:

e $41,363,043 for the Natural Gas Extension Program (13 projects for 34 towns: announced
between 2003-04 and 2005-06);

o $14,847,963 for the Small Towns Development Fund announced in 2003-04;
e $12,000,000 for the Geelong Central Revitalisation Program announced in 2000-01;
e $10,000,000 for Rural Community Infrastructure Allocation announced in 2001-02; and

e $8,000,000 for Victorian Dairy Electricity Infrastructure announced in 2000-01.

165 Victorian Auditor-General, Results of special reviews and other investigations, October 2005, p.28

166 ibid., pp.19-20

167 Regional Development Victoria, 2006-07 Annual Report, pp.71-72

18 Hon. J Allan MP, Minister for Regional and Rural Development, response to request for further information,
received 30 September 2008
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The Committee also noted that actual expenditure from the fund reflects applicants’ achievement of
key payment milestones set out in the specific project legal agreements.'®® Various large projects
announced between 2002-03 and 2005-06 (see table 8.9) had not yet been completed in terms of
achieving key payment milestones as at 31 March 2008. These projects included the Hepburn
Springs Bathhouse Refurbishment and Redevelopment announced in 2002-03, the Small Towns
Development Fund announced in 2003-04, the Natural Gas Extension Program, announced
between 2003-04 and 2005-06, which involved 13 projects for 34 towns and the Small Towns

Development Fund (Moving Forward) announced in 2005-06.

Table 8.9: Regional Infrastructure Development Fund
Payments greater than $3,000,000 as at 31 March 2008
Project name Applicant RIDF RIDF
Approved Paid as at
31 March 2008
(@), (b)
$ $
Announced 2000-01
Cattle Under/Over passes Victorian Farmers Federation 4,000,000 Project
complete
Flagstaff Hill Maritime Village Warrnambool City Council 3,300,000 Project
Redevelopment complete
Geelong Central Revitalisation Greater Geelong City Council 12,000,000 Project
Program complete
Loddon Murray Region Sustainable |Loddon Shire Council 3,274,000 Project
Development complete
RMIT Flexible Learning Centre and | RMIT/Southern Grampians Shire 3,135,000 Project
RMIT Centre for Regional & Rural | Council complete
Development
Victorian Dairy Electricity Powercor Australia 8,000,000 Project
Infrastructure complete
Announced 2001-02
Bendigo ICT Centre LaTrobe University 3,200,000 Project
complete
Customer Access Network Multimedia Victoria 5,000,000 Project
Demonstrations Program complete
Mt Baw Baw Resort All Year Visitor | Mt Baw Baw Alpine Resort 3,556,000 Project
Activities, Facilities, Services and Management Board complete
Infrastructure
Rural Community Infrastructure Department of State and Regional 10,000,000 Project
Allocation Development complete

169

received 30 September 2008, (Appendix 4)

Hon. J Allan MP, Minister for Regional and Rural Development, response to request for further information,
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Table 8.9:

Regional Infrastructure Development Fund

Payments greater than $3,000,000 as at 31 March 2008 (continued)

Project name Applicant RIDF RIDF
Approved Paid as at
31 March 2008
(@), (b)
$ $
Announced 2002-03
Central Victorian Innovation Park Greater Bendigo City Council 3,317,000 Project
complete
La Trobe University Visual Arts La Trobe University 3,120,000 Project
Centre View Street, Bendigo complete
Shepparton Showgrounds Greater Shepparton City Council 3,000,000 Project
Redevelopment complete
Hepburn Springs Bathhouse Major Projects Victoria 8,180,515 6,650,000
Refurbishment and Redevelopment
Announced 2003-04
Lake Eildon Dam Improvement Department of Sustainability and 4,000,000 Project
Program Environment complete
Skilled Stadium Redevelopment Department for Victorian 6,750,000 Project
Communities, Sport & Recreation complete
Natural Gas Extension Program (13 | Envestra Ltd (Vic Gas Distribution 71,522,080 41,363,043
projects for 34 towns: announced Ltd), Multinet Gas and TXU (SPI)
between 2003-04 and 2005-06) Networks
Small Towns Development Fund Regional Development Victoria 20,000,000 14,847,963
Announced 2004-05
Nil
Announced 2005-06
Gippsland Water Factory Central Gippsland Region Water 25,000,000 Project
Authority complete
Small Towns Development Fund — | Regional Development Victoria 25,000,000 4,968,374

Moving Forward
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Table 8.9: Regional Infrastructure Development Fund
Payments greater than $3,000,000 as at 31 March 2008(continued)
Project name Applicant RIDF RIDF
Approved Paid as at
31 March 2008
(@), (b)
$ $
Announced 2006-07
Nil
Announced 2007-08
Nil
Note: (a) Project complete means that apart from some minor variations, the project grant has been
fully applied.

(b) Inrelation to the complete listing, there are minor variations between announced funds and
final projects costs as some projects were delivered under budget and the final RIDF
payment was adjusted accordingly

Source: Hon. J Allan, MP, Minister for Regional and Rural Development, response to request for further

information, received 30 September 2008 (Appendix 4)

In terms of reporting on outcomes achieved from projects funded from the RIDF, the Minister
advised the Committee that:'"

o the 2006-07 Regional Development Victoria Annual Report provided greater information on
the allocation of funds against the principal project categories (such as Dairy Roads, Local
Ports, Arts Infrastructure and Provincial Pathways) and included numerous examples of RIDF
projects and outcomes (a similar presentation is envisaged for the 2007-08 annual report); and

o Regional Development Victoria provides more regular information on the operation and
outcomes of RIDF projects through its newsletter Moving Forward and via its website (e.g. the
website provides case study information on successful RIDF projects and reports on completed
independent evaluations of the fund).

8.4.4 The Provincial Victoria Growth Fund

The Provincial Victoria Growth Fund, which commenced in April 2006, is designed to deliver
$100 million to assist regional councils, businesses and communities:

e market and promote provincial Victoria;
o identify and capture new business, industry and investment opportunities;
o tackle skills shortages; and

¢ manage and plan for growth and change.

170 Hon. J Allan MP, Minister for Regional and Rural Development, response to request for further information,

received 30 September 2008 (Appendix 4)
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In supporting specific new programs announced in the government’s Moving Forward policy
document aimed at driving population, investment and business growth, the fund operates as a
whole-of government initiative with priority for funding given to collaborative projects between or
among provincial councils, departments and business groups.*™

In keeping with the Committee’s interest shown in the past about public sector organisations
effectively managing staffing costs associated with the direct delivery of services compared to
administrative functions supporting those services,'” the Minister informed the Committee that the
vast majority of funding is channelled directly into community programs, businesses and industries
compared to bureaucracy.'®

A breakdown of funding allocations from the Provincial Victoria Growth Fund is set out in
table 8.10. The Committee noted that the initiatives that attracted the largest allocations from the
fund were ‘meeting new challenges in key regional industries’ ($24.2 million or 24.2 per cent) and
‘building a skilled provincial workforce’ ($22.0 million or 22.0 per cent). Although the fund
commenced in April 2006, the Committee also observed that $10.2 million or 10 per cent of the
fund has yet to be allocated. The Committee observed that $10.2 million or 10 per cent of the fund
has been used for operating costs and overheads or is available for new initiatives.

Table 8.10: Provincial Victoria Growth Fund
Funding allocations
Initiative/Sub Program Budget Percentage
($ million) Per Cent

Meeting new challenges in key regional industries 24.2 24.2
Building a skilled provincial workforce 22.0 22.0
Managing growth in regional communities 15.3 15.3
Attracting more people to live, work and invest in provincial Victoria 12.0 12.0
Attracting investment and promoting exports 6.6 6.6
Promoting sustainable development and better land management 5.0 5.0
Delivering greater support for small towns 3.0 3.0
Driving growth and competitiveness in primary industries 1.7 1.7
Other (new initiatives, operating costs, overheads) 10.2 10.2
Total 100.0 100.0
Source: Hon. J Allan, MP, Minister for Regional and Rural Development, response to request for further

information, received 30 September 2008 (Appendix 4)

i Victorian Government, Moving Forward: Making Provincial Victoria the Best Place to Live, Work and Invest,

November 2005, p.20

Public Accounts and Estimates Committee, Report on the 2006-07 Financial and Performance Outcomes,
pp.289-294

Hon. J Allan MP, Minister for Regional and Rural Development, 2008-09 Budget Estimates hearing,

30 May 2008, transcript of evidence, p.10
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CHAPTER 9: DEPARTMENTAL INCOME / REVENUE

INITIATIVES

Key findings of the Committee:

9.1

9.2

9.3

9.4

95

9.6

9.7

9.8

In relation to Victoria’s general government sector, the government expects to
receive revenue from transactions totalling $37.8 billion in 2008-09.

The largest components of the estimated revenue pool for 2008-09, comprising
around 80 per cent of the state’s revenue, relate to revenue to be derived by way of
Grants ($17.6 billion or 46 per cent of all revenue sources) and Taxation

($13.4 billion or 35 per cent).

The Committee noted that major movements in revenue categories between the
revised estimates for 2007-08 and the budget for 2008-09 are expected to occur in
relation to the receipt of GST grants from the Commonwealth (an increase of
$892.3 million or 9.5 per cent) and Land Tax (an increase of $178.8 million

or 20.5 per cent).

The expected increase in GST-related grants ($892 million) reflects growth in the
total GST pool and an increase in Victoria’s share as determined by the
Commonwealth Grants Commission.

The expected increase in land tax reflects the expected increase in land values for
the two years to 2008-09, consistent with the strength in the property market, as
well as the progressiveness in land tax scales.

The Committee noted that according to the revised estimates, revenue to be
collected from land transfer duty in 2007-08 is predicted to be in the order of
$3.874 billion, approximately $1 billion higher than the initial budget of

$2.854 billion for that year. According to the government, increases in the volume
and average value of transactions were contributing factors to the expected growth
in stamp duty in 2007-08. The government expects that there will be a re-alignment
over the forward estimates period, whereby growth of property prices will re-align
with economic fundamentals, and respond to the more recent interest rate rises and
financial volatility. The government expects to collect $3.737 billion from land
transfer duty in 2008-009.

In 2008-09, payroll tax revenue is estimated to amount to $3.963 billion, an increase
of $361.4 million over the initial budget for 2007-08 and an increase of

$139.1 million over the revised budget for 2007-08. This growth, according to the
government, reflects moderate employment and wages growth.

Notwithstanding the growth in revenue estimates, the Committee observed that the
2008-09 Budget contained various revenue initiatives which included tax relief
measures in the areas of Land Tax ($488.7 million over the forward estimates to
2011-12, including $122.3 million in 2008-09); Stamp Duty on Land Transfer Duty
($421.6 million over the forward estimates to 2011-12, including $149.5 million in
2008-09); and Payroll Tax ($170.6 million over the forward estimates to 2011-12,
including $36.6 million in 2008-09).
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9.9 Revenue from electronic gaming machines is expected to increase in 2008-09
to $1.0 billion. This will represent an estimated 2.7 per cent of total general

government sector revenue. The proportion of the total taxation budget derived
from taxes on electronic gaming machines is estimated to decline to 7.7 per cent
in 2008-09 and remain close to this level over the forward estimates to 2011-12.

9.1 Composition of general government sector’s revenue

estimates

In relation to Victoria’s general government sector, the government expects to receive revenue
from transactions totalling $37.8 billion in 2008-09. Table 9.1 outlines the major revenue
categories that comprise the revenue estimates for 2008-09 and the expected movement in revenue
between the 2007-08 revised estimates and the 2008-09 Budget Estimates for each component. The
Committee noted that the more significant increases in revenue are expected to occur in relation to
GST grants (an increase of $892.3 million or 9.5 per cent) and Land Tax (an increase of

$178.8 million or 20.5 per cent).

Table 9.1: General Government Sector Revenue
Expected movement in revenue categories
between the 2007-08 revised estimates and the 2008-09 Budget estimates

2007-08 2008-09 Change

Revenue categories Revised Estimate Budget
($ million) ($ million) (%)
GST grants 9,389.1 10,281.4 9.5
Other grants 7,791.6 7,273.6 -6.7
Total grants 17,180.7 17,555.0 2.2
Land tax 871.0 1,049.8 20.5
Land transfer duty 3,874.5 3,736.9 -3.6
Gambling taxes — Electronic gaming machines 992.3 1,025.0 33
Other taxation 7,259.6 7,571.2 4.3
Total taxation 12,997.4 13,382.9 3.0
Sale of goods and services 4,121.6 4,334.5 5.2
Dividends, income tax and rate equivalent revenue 679.8 669.9 -1.5
Interest 372.9 402.2 7.9
Other current revenue 1,435.8 1,465.6 2.1
Total revenue 36,788.1 37,810.0 2.8

Source: Budget Paper No.4, 2008-09 Statement of Finances, p.177-193
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A breakdown of the proportion of the total estimated revenue for 2008-09 according to major
revenue categories, prepared by the Committee, is shown in figure 9.2. The largest components of
the estimated revenue pool for 2008-09, which comprise around 80 per cent of the state’s revenue,
relate to revenue to be derived from Grants ($17,555.0 million or 46 per cent of all revenue
sources) and Taxation ($13,382.9 million or 35 per cent).

Figure 9.2: Composition of estimated
general government sector revenue 2008-09

Dividends, Income Tax & Rate
Equivalent Revenue
2% ($669.9 million)
Other Current Revenue
4% ($1,465.6 million)

Interest
1% ($402.2 million)

Sales of Goods & Services
12% ($4,334.5 million)

Grants
46% ($17,555 million)

Source: Figure prepared by the Committee using information drawn from Budget Paper No.4, Statement
of Finances 2008-09, p.177

9.2  Major variations in revenue items between revised
estimates for 2007-08 and the budget for 2008-09

An analysis of movements between the revised estimates for 2007-08 and the budget for 2008-09
for revenue items within each major revenue category is shown in table 9.3. In terms of materiality,
the largest movements occur in relation to Land Tax (an increase of 20.5 per cent), Fines (an
increase of 14.5 per cent) and GST Grants (an increase of 9.5 per cent).
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Table 9.3: General Government Sector Revenue
Major variations in revenue items
between the 2007-08 revised estimates and the 2008-09 Budget estimates

12007-08 2008-09 Change
Revenue item Revised Estimate Budget

($ million) ($ million) (%)
Taxation
Land tax (a) 871.0 1,049.8 20.5
Financial accommodation levy 20.9 321 53.2
Other taxes
Transurban concession fees 20.1 7.2 -64.4
Dividends, income tax and rate equivalent revenue
Dividends 358.5 421.1 17.5
Income tax equivalent revenue 319.1 246.5 -22.8
Other current revenue
Eg%%ﬂrso?]fs?;:gﬁgﬁceivw free of charge or for 85.5 218 745
Fines (b) 430.0 492.2 14.5
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Table 9.3: General Government Sector Revenue
Major variations in revenue items
between the 2007-08 revised estimates and the 2008-09 Budget estimates
(continued)

_ 2007-08 2008-09 Change
Revenue item Revised Estimate Budget

($ million) ($ million) (%)
Grants
Current grants
GST grants (c) 9,389.1 10,281.4 9.5
Sheci e needs - Sngieh and s Scone
Australian Immunisation Agreement 133.5 64.1 -52.0
Elective surgery waiting list reduction plan 11.4 22.8 100.0
Exceptional Circumstances relief payments 112.5 36.0 -68.0
National Action Plan — Salinity and Water Quality 6.2 15.0 1415
Capital grants
Specific purpose own use grants 920.2 376.5 -59.1
Specific purpose grants for on-passing 170.7 150.4 -11.9
Notes: (@) The expected increase in land tax reflects the expected increase in land values for the two

years to 2008-09, consistent with the strength in the property market, as well as the
progressiveness in land tax scales.

(b) The expected increase in fines revenue is principally due to an expected increase in traffic
camera and on-the-spot speeding fines arising from the planned opening of the EastLink
Tollway (which will begin to contribute fine revenue in early 2008-09) and the annual CPI
indexation of fines. A downward revision of fine revenue has occurred since the 2007-08
Budget Update of approximately $50 million a year as a result of improved driver behaviour.

(c) The expected increase in GST-related grants ($892 million) reflects growth in the total GST
pool and an increase in Victoria’s share as determined by the Commonwealth Grants
Commission.

Source: Budget Paper No.4, 2008-09 Statement of Finances, p.179-200 and Budget Paper No.2, Strategy
and Outlook, 2008-09, p.43

9.3 Revenue initiatives contained in the 2008-09 Budget

The Committee noted that the 2008-09 Budget contained various revenue initiatives which
included tax relief measures in the areas of Land Tax, Stamp Duty on Land Transfer Duty and
Payroll Tax. Information outlining the estimated revenue collections for these items amounting to
$36.7 billion over the forward estimates period to 2011-12 together with the estimated tax relief
over the same period totalling $1,080.9 million is presented on a yearly basis in table 9.4.
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Table 9.5:

Principal Budget Tax Initiatives
Comparison of 2008-09 Budget to the
initial and revised budgets for 2007-08

Column 1 Column 2 Column 3 Column (3-1)
. 2007-08 2007-08 2008-09 Change

Revenue. item Budget Revised Estimate Budget

($ million) ($ million) ($ million) ($ million)
Land Tax 765.4 871.0 1,049.8 284.4
Land Trans. Duty 2,854.3 3,874.5 3,736.9 882.6
Payroll Tax 3,601.8 3,824.1 3,963.2 361.4
Total 7,221.5 8,569.6 8,749.9 1,528.4

Sources:  Budget Paper No.4, 2007-08 Statement of Finances, p.135 and Budget Paper No.4, 2008-09
Statement of Finances, p.179

An analysis of the tax relief provided in the 2008-09 Budget compared to increased revenue
collections is provided below.

9.3.1 Land Tax

As shown in table 9.4, the 2008-09 Budget provides land tax reforms that are estimated to provide
$122.3 million in tax relief in 2008-09 ($488.7 million over the forward estimates to 2011-12).
From the 2009 land tax year, there will be an upward adjustment to land tax thresholds of
approximately 10 per cent and the top land tax rate will be further reduced from 2.5 per cent to 2.25
per cent. The budget also extends the exemptions for aged care facilities, supported residential care
services and rooming houses, announced in the 2005-06 Budget, to include facilities which cater to
groups such as young people with disabilities.'™ According to the government, the increase in the
tax free threshold will remove around 19,000 taxpayers from the land tax net in 2009.'

Land tax revenue is expected to increase in 2008-09 compared to the initial budget for 2007-08 by
$284.4 million (see table 9.5) due to an expected increase in land values, consistent with the
strength in the property market, as well as the progressiveness in land tax scales. This is partly
offset by the changes announced in the budget in terms of the land tax reforms outlined in the
budget (and mentioned above) and by the ongoing disaggregation of land holdings.'”

9.3.2 Stamp Duty on Land Transfer

As shown in table 9.4, changes to the tax brackets for stamp duty on land transfer contained in the
2008-09 Budget are estimated to provide $149.5 million in tax relief in 2008-09 ($421.6 million
over the forward estimates to 2011-12).

174 Budget Paper No.4, 2008-09 Statement of Finances, p.181
Department of Treasury and Finance, 2008-09 budget fact sheet, Land tax cuts, p.1
176 Budget Paper No.4, 2008-09 Statement of Finances, p.181
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The Committee noted that according to the revised estimates, revenue to be collected from land
transfer duty in 2007-08 is predicted to be in the order of $3,874.5 million, almost $1 billion higher
than the initial budget for that year (see table 9.5). The budget papers include various comments
(see below) to explain the growth in stamp duty revenue during 2007-08, payable on any
transaction that results in a change in beneficial ownership of land and associated real assets, and
an expected re-alignment over the forward estimates period.

Growth in stamp duty in 2007-08 — contributing factors

e Increases in the volume of transactions (which may in part be attributable to changes by the
Commonwealth Government to superannuation laws that appear to have generated extra
buying and selling of properties); and

e Increases in the average value per transaction (which is consistent with the growth in property
prices over the year).

Expected re-alignment over the forward estimates period — contributing factors

e Growth of property prices will re-align with economic fundamentals, as well as respond to the
more recent interest rate rises and financial volatility;

e In particular, the increases in mortgage interest rates from August 2007, and the shock to
financial wealth resulting from the decline in equity prices since November 2007, may relieve
the upward pressure on property prices; and

e The revenue impact from changes to the thresholds result in an expected decline in stamp duty
in 2008-09 of $138 million compared to the revised estimate for 2007-08.*"

9.3.3 Payroll Tax

The reduction in the payroll tax rate to 4.95 per cent, effective 1 July 2008, that was announced in
the 2008-09 Budget benefits more than 28,000 Victorian businesses by providing $36.6 million in
tax relief in 2008-09 ($170.6 million over the forward estimates to 2011-12)'"® — refer to table 9.4
for details.

In 2008-09, payroll tax revenue is estimated to amount to $3,963.2 million, an increase of
$361.4 million over the initial budget for 2007-08 and an increase of $139.1 million over the
revised budget for 2007-08 (see table 9.5). According to the government, this reflects moderate
employment and wages growth, which is partly offset by the further reduction in the payroll tax
rate from the previously announced fall to 5.0 per cent from 1 July 2008 to the new measure
outlined in the budget which reduced the rate to 4.95 per cent as from that date.*”

9.4 Trends in revenue from electronic gaming machines

As can be seen from table 9.6, there was a decline in expected revenue from gaming machines in
2007-08 as compared with 2006-07. This seems to have occurred largely as a result of restrictive
measures (e.g. on smoking). Revenue is expected to rise to $1.025 billion in 2008-09. It should be
noted from the table that the proportion of the total taxation budget derived from taxes on
electronic gaming machines has declined from 9.2 per cent to 7.7 per cent over the past three years
from 2006-07 to 2008-09 and then is estimated to remain at his level over the next three years of
the forward estimates to 2011-12.

o Budget Paper No.4, 2008-09 Statement of Finances, pp.184-185

18 Department of Treasury and Finance, $1.43 billion relief for home buyers and business, 6 May 2008, accessed at
www.budget.vic.gov.au/, 18 July 2008, p.3

17 Budget Paper No.4, 2008-09 Statement of Finances, pp.180-181
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Table 9.6:Electronic gaming machine budgeted revenue as a proportion of
total tax revenue budget
2006-07 to 2008-09

2006-07 2007-08 2008-09 2009-10 2010-11 2011-12

Revenue item . . .
Budget Budget Budget Estimate Estimate Estimate

($ million) ($ million) ($ million) ($ million) ($ million) ($ million)

Gambling taxes

Electronic gaming

. 1,006.4 941.4 1,025.0 1,074.0 1,126.4 1,180.8
machines
Total taxation 10,971.0 11,589.0 13,382.9 13,795.9 14,504.2 14,977.2
Per cent 9.2 8.1 7.7 7.8 7.8 7.9

Sources:  Budget Paper No.4, 2007-08 Statement of Finances, p.135 and Budget Paper No.4, 2008-09
Statement of Finances, pp.43 and 179

The Committee also noted that revenue from gaming machines in 2008-09 is estimated at 2.7 per
cent of general government sector revenue.'®

180 Budget Paper No.4, 2008-09 Statement of Finances, pp.177, 179
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Key findings of the Committee:

10.1

10.2

10.3

10.4

10.5

10.6

10.7

Tax expenditures are tax concessions which include tax free thresholds and can also
take the form of exempting or applying a lower rate, deductions or rebate of a tax
for a certain class of taxpayer, activity or asset. Of the estimated tax expenditures
for 2008-09 that can be costed (including thresholds) amounting to $4.628 billion,
the largest components related to land tax exemptions (estimated at $1.551 billion or
33.5 per cent) and payroll tax exemptions (estimated at $2.635 billion or

56.9 per cent).

The budget for 2008-09 contains concessions amounting to $1.294 billion

($1.225 billion, 2007-08) in terms of reducing the price of a good or service for
particular groups in the community, which enable these groups to access and/or
purchase important amenities like energy, health and transportation at a cheaper
rate or zero cost. Around 1.3 million low income Victorians benefit from concessions
and concession-related programs, representing more than 25 per cent of the
population and 33 per cent of households.

The health sector continues to be the largest provider of concessions to the Victorian
community, with an estimated value of $506 million to be granted in 2008-09

(39.1 per cent of the value of all concessions expected to be granted in the year). In
comparison, the estimate for 2007-08 of $486 million comprised 39.7 per cent of all
concessions.

In terms of government-wide output initiatives, the budget provides an extra
$25.7 million in 2008-09 ($73.8 million over four years to 2011-12) for various
concession-related programs which contribute to the Department of Human
Services’ Energy, Water and Municipal Rates Concessions and Ambulance
Emergency Services outputs.

In recognising the impact that climate change is having on the community,
including increasing both the general cost of living and the cost of utilities, various
changes to concessions and hardship programs have been included in the budget.
These measures are designed to assist the most vulnerable members of the
community to afford water, energy and other essential services.

Of the major concession categories, the increase of $52.0 million (or 20.2 per cent) in
the estimated value of concessions connected with energy, municipal rates and water
and sewerage charges to be granted between 2006-07 and 2008-09 showed the
greatest movement.

The Committee noted that one of the areas where existing concessions had been
extended in the 2008-09 Budget related to the provision of utility relief in water to
low income earners. Under this budget initiative, the government allocated

$42.0 million over four years to make water and sewerage charges more affordable
to those members of the community on low incomes.
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10.8

10.9

10.10

In terms of the government’s Early Bird Fare initiative whereby, to ease congestion
during the busy AM peak period, funding has been provided for two years at

$6.0 million per annum to provide free travel to passengers completing their travel
prior to 7.00am, the Committee is of the view that that the Department of Transport
should reveal in its annual report for 2008-09 information on the effectiveness of
this budget initiative.

The Committee believes there is scope for a greater level of transparency in the
budget papers in terms of disclosing concessions (and quantifying revenue foregone)
that are implicit in nature such as:

e land tax and payroll tax exemptions granted (e.g. to non-government schools);

e fees waived to particular bodies (e.g. departments waiving rental charges to
their statutory authorities); and

* measures connected with regulatory reform.

The Committee maintains that, based on the magnitude of funds involved, the
spread of concessions among numerous concession types and the number of
recipients throughout Victoria, there is scope for a more expanded form of
disclosure of the various concessions in an explicit manner and related material in
the budget papers. For example, the budget papers should break down the
aggregate value of concessions among concession categories by quantifying the value
of concessions to be granted according to particular types of concessions such as
municipal rates, free emergency ambulance transport for concession holders and
the multi-purpose taxi program.
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10.1 Introduction

While Chapter 9 covers the wide topic of departmental income as well as specific revenue
initiatives contained in the budget relating to tax relief measures which translate to revenue
foregone, this chapter covers the fiscal parameters of the budget dealing with other elements of
revenue foregone in the form of concessions and subsidies. This year the Committee placed an
emphasis on exploring various issues connected with the topic of forgoing the collection of
revenue and raising awareness in this social area of the budget involving ‘hand-outs’ in the form of
concessions granted to certain groups of the community. The Committee was also interested in
understanding the nature and extent of subsidies, both explicit and implicit. In particular, the
Committee focussed on gaining an understanding of the specific concessions and subsidies
contained in the budget, the extent of revenue foregone and any changes from that of the prior
year.

In contrast, in reviewing last year’s budget estimates, the Committee focused on examining
economic-related aspects of the budget dealing with productivity improvement where savings or
efficiencies could be achieved in the provision of services.

Concessions and subsidies can take various forms which comprise the following:

e tax expenditures that relate to tax concessions granted to certain taxpayers, activities or assets
which represent a deviation from the normal taxation treatment. This includes tax free
thresholds and can also take the form of exempting or applying a lower rate, deductions or
rebate of a tax for a certain class of taxpayer, activity or asset (this excludes generally applying
marginal tax rates). Tax incentives reported in the 2008-09 Budget that have implications for
tax expenditures include an adjustment of approximately 10 per cent to stamp duty on land
transfer thresholds and a reduction in the payroll tax rate to 4.95 per cent;*" and

e adirect budget outlay in the form of payments in the nature of a subsidy (e.g. education
maintenance allowances paid to low-income families to assist them with meeting the cost of
educating their children) or a means-tested reduction in government charges where revenue is
foregone to the state. In this latter case, concessions enable certain groups in the community
(e.g. consumers possessing a Commonwealth pension card or a health care card) to access
and/or purchase important amenities like energy, health and transportation at a cheaper rate or
zero cost.'®

The Committee examined the budget papers in respect to concessions and subsidies, questioned
Ministers about the extent of these and included in its questionnaire, specific questions as to the
extent of such concessions and subsidies. Generally speaking, there was a positive response by
Ministers to requests by the Committee for full accounting for such concessions and subsidies.
However, the committee notes that definitional issues do occur when trying to determine whether
program expenditure is involved or whether expenditure should be classified as a subsidy
(e.g. payments for public transport). Over time, the Committee will seek a clearer definition and
accounting of all subsidies.

A diagrammatic illustration of State concessions, published by the Department of Human Services,
is shown over.

181 Budget Paper No.4, 2008-09 Statement of Finances, pp.207-08
182 ibid. p.212
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Source: Department of Human Services, State Concessions — Your entitlements, January 2008,
published by the Concessions Unit, Office for Children, accessed at www.cyf.vic.gov.au/,
23 July 2008

10.2 Approach adopted by the government to revenue foregone
by the state in the form of concessions and subsidies
contained in the budget

At the 2008-09 Budget Estimates hearing, the Committee was interested in learning from the
Treasurer about any strategic approaches by the government in the budget to fiscal matters dealing
with concessions and subsidies and associated revenue foregone by the state. The Treasurer
advised the Committee that: '

“I guess our general approach in these areas is such that transparency is clearly a
critical area here. When government is providing either social support or
economic support in any of these areas on concessions, it is good to have them all
in the one place in the budget context so we have transparency. It is also good so
you can have an informed policy debate on whether these are an appropriate way
for the government to provide revenue or not. | guess the opening comment is what
we do should be transparent and it should be clear for the community, for PAEC,
for the Parliament, for everyone to see where they are.

183 Mr J Lenders, MLC, Treasurer, 2008-09 Budget Estimates hearing, transcript of evidence, 13 May 2008, pp.4-5
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... Similarly on concessions, the government forgoes more than a billion dollars in
revenue or makes deliberate contributions to low-income earners and
disadvantaged Victorians to assist them with concessions. So the point in response
to your questions is: they are all codified here and set out in chapter 5 of budget
paper 4. But as far as government policy goes, there is no change to government
policy, but greater transparency in these areas is always of particular use in an
informed community, and that is what openness and transparency in government is
about.

We reported in chapter 5 of budget paper 4 that it is a challenge for government to
show support for this area of the community, whether it be for schools, whether it
be for principal place of residence, whether it be for primary producers that is not
often evident in the community, which is clearly in our budget papers.”

The Treasurer confirmed before the Committee that concessions have been extended in the budget
and particular exemptions granted to various bodies, namely concessions connected with utility
relief in water and exemptions granted to non-government schools for the payment of land tax and
payroll tax.'®

In terms of other exemptions granted, the Committee was also interested to hear from the Minister
of Education at the budget estimates hearing that:**®

“The only area where the department does not collect revenue to which it is
entitled is in respect of rental costs to its statutory bodies that occupy space within
the department’s buildings. The notional rent provided is recorded as a service,
and the buildings are occupied free of charge. At a total of $1.9 million for last
year — in other words, $1.9 (million) if they were rented on a commercial basis,
and we are talking about the VCAA, which is the curriculum assessment authority,
et cetera, the VRQA (the Victorian Registration and Qualifications Authority) and
other bodies. That $1.9 million represents less then 0.03 per cent of the
department’s total expenditure for the year.”

184
185

Mr J Lenders, MLC, Treasurer, 2008-09 Budget Estimates hearing, transcript of evidence, 13 May 2008, p.5
Hon. B Pike MP, Minister for Education, 2008-09 Budget Estimates hearing, transcript of evidence,
14 May 2008, p.5
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10.3 Tax Expenditures

A summary of estimated tax expenditures for 2008-09 that can be costed (including thresholds)
compared to the estimates for the prior two years is shown in table 10.1. The largest components of
the estimated tax expenditures that can be costed (including thresholds) for 2008-09 of
$4.628 billion comprised revenue foregone that emanated from the granting of land tax exemptions
($1.551 billion or 33.5 per cent) and payroll tax exemptions ($2.635 billion or 56.9 per cent).

Table 10.1: Tax expenditures that can be costed
(including thresholds)
2006-07 to 2008-09

2006-07 2007-08 2008-09 2008-09

Description Estimate Estimate Estimate Distribution

($ million) ($ million) ($ million) (%)
Land tax exemptions 1,596 1,289 1,551 33.5
Payroll tax exemptions 2,415 2,613 2,635 56.9
Congestion levy tax exemptions 42 41 43 0.9
Gambling tax exemptions 75 67 67 15
Motor vehicle tax expenditures 68 75 79 1.7
Other stamp duties exemptions (a) 134 150 253 5.5
Total estimated tax expenditures 4,330 4,235 4,628 100.0
Notes: (a) Principally stamp duty on land transfer

Source: Budget Paper No.4, Budget Paper No.4 Statement of Finances 2007-08, pp.162-163; and
Budget Paper No.4 Statement of Finances 2008-09, pp.209-210

10.4 Concessions including subsidies contained in the budget

The Committee noted that the budget papers, which classified major concessions by category (such
as a public transport category and an energy, municipal rates, water and sewerage category),
disclosed the percentage of total concessions attributable to each category and the estimated value
for each category. Table 10.2 shows the breakdown of concessions by category in terms of value
and proportion of total concessions (these figures include the cost of administration). The health
sector is the largest provider of concessions to the Victorian community, with an estimated value of
just over half a billion dollars to be granted in 2008-09 (almost 40 per cent of the value of all
concessions expected to be granted in the year). The Committee also noted that of the major
concession categories, the increase in the estimated value of concessions connected with energy,
municipal rates and water and sewerage charges to be granted between 2006-07 and 2008-09 of
$52.0 million (or 20.2 per cent) showed the greatest movement. The distribution of concessions
among the various categories as a proportion of the total concessions has remained similar for the
past three years.
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Table 10.2: Concessions by category
2006-07 to 2008-09
2006-07 2007-08 2008-09 2008-09
Category Estimate Estimate Estimate Distribution
($ million) ($ million) ($ million) (%)
Energy, municipal rates, water and sewerage 257 281 309 (a) 23.9
Education 179 188 200 (b) 15.4
Health 449 486 506 (c) 39.1
Hardship assistance 16 21 22 1.7
Transport (e) 236 249 258 (d) 19.9
Total of items estimated 1,137 1,225 1,294 100.0
Notes: (@) Consists of concessions primarily associated with the Winter Energy Program

($127.8 million), municipal rates ($77.0 million) and water and sewerage charges
($101.2 million)

(b) Includes the Education Maintenance Allowance ($60.7 million), School Start Bonus
($40.2 million), Pre-School Subsidy ($12.2 million), Conveyance Allowance ($28.7 million)
and the school bus service (a free service) for students attending special schools
($38.0 million)

(¢) Includes Ambulance — Community Service Obligation program ($302 million), Dental
Services ($109.9 million) and Community Health programs ($87.6 million)

(d) Includes public transport concessions ($189 million), funding for the Multi-Purpose Taxi
Program (approximately $40 million) and the discount on Transport Accident Commission
premiums for pensioners. Concessions on behalf of this latter item are included in the
estimated net revenue of $61.7 million to be foregone during 2008-09 from collections
administered by VicRoads on behalf of the Victorian Government.

(e) Does not include the general government subsidy for public transport which is classified as
a program expenditure. In relation to this item, the Department of Infrastructure reported in
its 2006-07 Annual Report in Note 29 to the financial statements that the department has
entered into a number of contracts with private operators to provide Victoria’s tram, train and
bus services. Under the terms of these agreements, the department provides subsidies for
transport services and capital commitments. At 30 June 2007, rail commitments (exclusive
of GST) were estimated to be in the order of $3.5 billion and bus commitments (exclusive of
GST) were estimated to be in the order of $615 million.

Source: Budget Paper No.4, 2008-09 Statement of Finances, pp.213-214, responses to departmental
guestionnaires and questions on notice; and

Department of Infrastructure 2006-07 Annual Report, pp.142-144, Note 29

The Committee noted that concession categories can be broken down among various types of
concessions (see table 10.3).
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In terms of government-wide output initiatives, the budget provides an extra $25.7 million in
2008-09 ($73.8 million over four years to 2011-12) for various concession-related programs. In
contributing to the Department of Human Services’ Energy, Water and Municipal Rates
Concessions and Ambulance Emergency Services outputs, this government-wide initiative will:*®

e increase the water and sewerage concession cap;
¢ modify other concession programs to assist concession card holders;

e provide additional funding for the provision of free ambulance services to eligible concession
card holders; and

e provide additional funding for the Home Wise Program under the Climate Change Package.

Given the magnitude of concessions contained in the budget ($1.3 billion for 2008-09),"" the
Committee supports full disclosure of government policy and the various components of this item
in the budget papers. This is particularly relevant as around 1.3 million low income Victorians
benefit from concessions and concession-related programs, which represents more than 25 per cent
of the population and 33 per cent of households.*®

The Committee is of the view that based on the magnitude of the overall quantum of funds
involved, the spread of concessions together with concession-related programs and the number of
recipients throughout Victoria, there is justified scope for calling for a more expanded form of
disclosure of the state’s expected concessions program in the budget papers. In the opinion of the
Committee, the presentation of the budget papers could be further improved by the inclusion of a
dedicated chapter covering social and economic support provided to low income earners, the
elderly and other disadvantaged or vulnerable groups of society that discloses a clear differentiation
between the state’s concession program and outlays in the nature of subsidy payments. Many
Victorians, for example, are unaware that the State Government provides certain concessions for
rates, or water and electricity. Public awareness of this should be improved.

The Committee supports the dedicated section covering concessions of an explicit nature that is
contained in the budget papers. However, in terms of those concessions of an implicit nature, the
Committee believes there is scope for a greater level of transparency in the budget papers about
taxation exemptions granted (e.g. to non-government schools) and fees that are waived to particular
bodies or groups (e.g. where rental costs are not charged by departments to its statutory authorities)
and quantification in the budget papers in relation to the extent of revenue foregone in these
circumstances. The Committee also maintains that in those cases where regulatory reform designed
to cut red tape results in the reduction in revenue, the effect on the budget of the extent of revenue
foregone should also be quantified in the budget.

Recommendationl16: In terms of fully disclosing the extent of revenue foregone
to the state arising from the granting of concessions,
including tax exemptions in the form of tax expenditures,
the Department of Treasury and Finance ensure the
budget papers contain a greater dissection quantifying
the value of taxation exemptions granted, fees waived to
particular groups and income not collected due to
regulatory reform.

186 Budget Paper No.3, 2008-09 Service Delivery, pp.290 and 292

187 Budget Paper No.4, 2008-09 Statement of Finances, p.213

1e8 Ms. L Neville MP, Minister for Community Services, 2008-09 Budget Estimates hearing, 22 May 2008, slide
presentation no.11
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Recommendation 17: The Department of Treasury and Finance expand the
concessions section of the budget papers by disclosing a
more comprehensive breakdown of the estimates that
reveals:

(@) the various types of concessions (e.g. electricity and
gas usage, municipal rates and water and sewerage
charges) associated with each category of
concession;

(b)  the estimated number of Victorians/households
expected to benefit from these concessions and
related programs;

(c) the actual number of recipients of concessions for
the most recent completed year against estimates
for that year;

(d) explanations for major variations between the
expected number of recipients for the prior year
and the current budget estimate; and

(e) estimated outlays in the form of subsidies
presented in a consolidated form across
government.

Recommendation 18: The State Government increase awareness among
Victorians of the extensive nature of concessions it
provides.

10.5 Extended concessions awarded in the budget - Water and
Sewerage Concessions

In acknowledging the impact that climate change is having on the community, including both
increasing the general cost of living and the cost of utilities, the Victorian government announced
several key changes to concessions and hardship programs in the budget to assist the most
vulnerable members of the community to afford water, energy and other essential services.*®

The Committee noted that one of these key changes involved the provision of $42 million over four
years to make water and sewerage charges more affordable to low-income earners. Under this
initiative, the Water and Sewerage Concession cap was increased by 14.8 per cent from $158.50 to
$182.0 from 1 July 2008. The Water and Sewerage Concession, which is available to Health Care
Cardholders, Pensioner Concession Cardholders and Department of Veterans” Affairs Cardholders,
provides a 50 per cent discount on water consumption, sewerage disposal and service charges up to
the maximum cap.'®

189
190

www.cyf.vic.gov.au/concessions/home/budget-announcement, accessed 23 July 2008, p.1
Department of Human Services, 2008-09 State Budget fact sheet, Improving utility affordability for low income
Victorians, accessed at www.esc.vic.gov.au/
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At the budget estimates hearing in May 2008, the Committee was interested in exploring with the
Minister for Community Services, why the increase in the cap is less than the expected increase in
water charges of 17 per cent. The Minister explained to the Committee that the 14.8 per cent
increase in the cap covers the predicted price rises in water and will continue to grow in line with
the Consumer Price Index. The Minister also stated that:***

‘At the moment it is 14.8 per cent, which is indexed. We are still waiting on the
final outcome of the decision by Essential Services Commission, at which point if
any further adjustments need to be made they will be considered as part of future
budget considerations.’

The Committee noted that the increase in the cap will in actual fact be higher than virtually all the
price outcomes determined by the Essential Services Commission in June 2008 for water prices
which ranged from a real price increase of 4.3 per cent (Lower Murray - urban) to 14.9 per cent
(Gippsland Water) among the urban businesses.**?

10.6 New budget initiative - The Early Bird Fare Initiative

The Early Bird Scheme was implemented across all 15 metropolitan rail lines in April 2008 and
provides free travel to passengers completing their travel prior to 7.00 am. The Early Bird Scheme
trial, a new initiative for the 2008-09 Budget, is funded for two years at $6.0 million per annum.*%

According to the budget papers, this initiative aims to help ease congestion during the busy
AM peak period and also benefit those commuters unable to travel before 7.00 am.**

The Committee believes that the Department of Transport should provide information in its annual
report for 2008-09 on the effectiveness of this initiative.

Recommendation 19: The Department of Transport provide in its annual
report for 2008-09 relevant information relating to the
effectiveness of the Early Bird Fare Initiative.

101 Ms. L Neville MP, Minister for Community Services, 2008-09 Budget Estimates hearing, transcript of evidence,
22 May 2008, p.13

192 Essential Services Commission, Overview of Final Decision on Water Prices, Water Price Review — Final
Decision, Fact Sheet 1, accessed at www.esc.vic.gov.au/

1o8 Hon. L Kosky MP, Minister for Public Transport, Response to questions on notice received 7 July 2008, budget
estimates hearing, 14 May 2008, p.2

lo4 Budget Paper No.3, 2008-09 Service Delivery, pp.322, 324
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CHAPTER 11: ANALYSIS OF THE GOVERNMENT

RESPONSE TO RECOMMENDATIONS IN
THE PAEC REPORT ON THE 2007/-08
BUDGET ESTIMATES

Key findings of the Committee:

111

11.2

11.3

114

The Parliamentary Committees Act 2003, section 36, requires that the government
respond to recommendations contained in a Committee report within six months of the
report being tabled.

In its response to the Committee’s 2007-08 Report on the Budget Estimates, the
government accepted 48 (81.4 per cent) of the 59 recommendations made by the
Committee. Of these, nine were ‘accepted in part’. The Government rejected eight of
the recommendations and indicated that a further three were under review.

The Committee recommends that the Government provide comprehensive and regular
reporting of progress under its asset and infrastructure programs, now worth nearly
$40 billion since 1999.

The Committee suggests improvements to the way in which the government responds
to the recommendations in this and future reports.

11.1 Background

The Parliamentary Committees Act 2003, section 36, requires that the government respond to
recommendations contained in a Committee report within six months of the report being tabled:

““Section 36 Government responses

(1) If a Joint Investigatory Committee's report to the Parliament recommends that
the Government take a particular action with respect to a matter, within 6
months of the report being laid before both Houses of the Parliament or being
received by the clerks of both Houses of the Parliament, the appropriate
responsible Minister must provide the Parliament with a response to the
Committee's recommendations.”

The Victorian Government’s response to the recommendations made by the Committee in the Report
on the 2007-08 Budget Estimates Part 3 was tabled on 8 April 2008 and is included in Appendix 3 of
this report.
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The response listed the government’s acceptance or otherwise of the Committee’s recommendations,
detailed actions taken to date and outlined any further actions planned. In providing its response, the
Government used the following categories:

e Accept;

e Acceptin Part;

e Accept in Principle;
e Under Review; and
o Reject.

The Committee made 52 recommendations in the Report on the 2007-08 Budget Estimates Part 3;
however some recommendations included a number of linked recommendations. Therefore, for the
purpose of analysis the effective number of recommendations is considered to be 59. Figure 11.1
illustrates the government’s response to the 59 recommendations made by the Committee in the
Report on the 2007-08 Budget Estimates Part 3.

Figure 11.1 Representation of government response to the
Committee’s Report on the 2007-08 Budget Estimates

9 accepted in
part (15.3%)

13 accepted

(22%) _
26 accepted in
principle (44.1%)
8 rejected
(13.6%)
3 under review
(5%)
Source: Victorian Government, response to the Committee’s Report on the 2007-08 Budget Estimates,

tabled 8 April 2008

The recommendations made by the Committee in the 2007-08 Report on the Budget Estimates are
categorised around key themes based on government policy areas, such as the National Reform
Agenda, departmental outputs, and the Growing Victoria Together vision in table 11.2.

152
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Table 11.2 Summary of government response to the
Committee’s Report on the 2007-08 Budget Estimates
Accept
Chapter Reject rL(JaT/?e?/\r/ Total
Wholly In part In principle
National reform agenda 1 4 1 - - 6
Impact of portfolio spending including 2 1 4 2 1 10
new budget initiatives on improving
productivity in Victoria
Departmental asset investment 1 1 1 1 - 4
Departmental Workforce — comparative - - 3 - - 3
analysis
Communication, advertising and 1 — 3 - - 4
promotional expenditure
Departmental output structures and 1 1 - - 1 3
performance measures
Regional Victorian initiatives and - - 1 1 1 3
related issues
Measuring the commitment of ministers - - 1 - - 1
and departments servicing the public
accounts and estimates committee
Overview of linkages between the - 1 1 - - 2
budget estimates hearings and Growing
Victoria Together
Thriving economy 3 - 1 - - 4
Quality health and education - - 3 - - 3
Healthy environment 3 - 2 - - 5
Caring communities - - - 3 - 3
Vibrant Democracy 1 1 - - - 2
Quality of material provided by - - 5 1 - 6
ministers and departments in response
to questions raised by the committee
Total number of recommendations 13 9 26 8 3 59
Percentage of total 22.0 15.3 44.1 13.6 5.0 100.0
recommendations (%)
Note: (@) the total number of recommendations identified in this table (59) is greater than the actual

number of recommendations (52) as a result of the government providing a different response
to specific aspects of a small number of recommendations. Where the government has done
so, the Committee has counted this as a separate response for the purpose of this table only

Source: Victorian Government, response to the Committee’s Report on the 2007-08 Budget Estimates,
tabled 8 April 2008
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11.2 Accepted recommendations

Among the accepted recommendations, recommendation 18 called for better disclosure in annual
reports of progress under the government’s asset program. While the government in its reply notes
that there were a range of reporting mechanisms for the asset program (e.g. Budget Information Paper
No. 1), it did not plan any further action in regard to current reporting mechanisms.

The Committee believes with an asset and infrastructure program worth nearly $40 billion since 1999,
more extensive reporting is not only desirable but necessary.

Recommendation 20: The Government review its reporting mechanisms on
progress with its infrastructure and asset program with a
view to providing Parliament and the Victorian public with
a regular and fully transparent account of progress.

The government accepted in part nine of the Committee’s recommendations from the Report on the

2007-08 Budget Estimates. The Committee believes that the Government has only partially addressed
a number of recommendations in this category. These are detailed in table 11.3.
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Chapter 11: Analysis of the government response to recommendations
in the PAEC Report on the 2007-08 Budget Estimates

The Committee believes that where recommendations are Accepted in Part, the Government should
provide a detailed explanation as to which parts of the recommendation they agree and with which
they do not, including information about why they do not agree with particular parts.

Recommendation 21: Where a Committee recommendation is accepted in part
the Government response should make clear which part
they accept and which they do not, including information
about why they do not accept particular parts.

The largest response category was those which the government accepted in principle.
Forty-four per cent of all recommendations from the Report on the 2007-08 Budget Estimates fall
into this category.

The government indicated in 11 responses that they would continue their present approach despite
the Committee’s expressed concerns and recommended action.

Similarly, in seven responses, while the government committed to considering an action, it did not
outline how or when a decision to act would be made. In only one response, to recommendation
29, was a review included as part of a commitment to consider a course of action and that review
was already underway.

The Committee believes that the accept in principle response should result in some action being
taken or proposed and not imply that there would be little or no action taken as a result of a
recommendation. The Committee would like to see a more definitive and pro-active government
response to such recommendations in future reports.

11.3 Recommendations that were rejected

While the Committee appreciates the government’s clear response in this matter, it does not agree
with the government’s decision to reject recommendations made in the Report on the 2007-08
Budget Estimates. The Committee’s review of recommendations that were rejected by the
government found that the following issues still remain outstanding:

e the Committee considers that departments need to publish productivity targets and consistent
reporting of efficiency gains in annual reports and to the Committee’s inquiries. This would
ensure open accountability to the community and the parliament and help inform the allocation
of funds in subsequent budgets;

o that the determination of Total Estimated Investment (TEI) in budgets and its reconciliation
with actual government cash resources be explained more clearly;

¢ the breadth of budget allocations to regional Victoria and the scope of government investment
would be clearer and more accountable if it was presented from one source within the budget
papers (see Chapter 8); and

o the Committee considers that the subject of the recommendations (suicidal intent in road
deaths, increases in public housing and housing affordability) under Caring Communities are
important social issues and support the government’s policy objectives within the Caring
Communities vision.
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SECTION C:
GROWING VICTORIA TOGETHER
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CHAPTER 12: THE BUDGET ESTIMATES HEARINGS
AND GROWING VICTORIA TOGETHER

Key findings of the Committee:

12.1 In total, 507 questions were raised during the 2008-09 estimates hearings. The Public
Transport, Treasury and Health portfolios were questioned most extensively.

12.2 72% of all questions asked fell within 3 of the 5 Growing Victoria Together visions:
these being Thriving Economy, Caring Communities and Vibrant Democracy. The
remaining 28% of questions related to the Quality Health and Education and Healthy
Environment Growing Victoria Together visions. This is consistent with the line of
questioning taken during the 2007-08 estimates hearings.

12.3 The predominance of Thriving Economy questions focused on initiatives to increase
train and tram services, and enhancing transport infrastructure (Public Transport
Portfolio), while community safety and crime reduction were the main focus under the
Caring Communities vision (Police and Emergency Services portfolio). Questions and
discussion relating to the Vibrant Democracy vision focused on the clarification of
specific financial data (Treasury portfolio).

124 While many questions raised during this year’s hearings process were similar to those
raised last year, the greatest number of questions were targeted at the portfolios
receiving the greater share of funding in this year’s budget.

12.1 Background

The Committee disclosed in its Report on the 2008-09 Budget Estimates — Part One and its Report on
the 2008-09 Budget Estimates — Part Two, key matters raised at the estimates hearings and further
information requested under each Ministerial portfolio. The Committee believes that it is useful to
provide a link between the lines of inquiry adopted as part of the estimates hearings and the Growing
Victoria Together visions and goals which balance social, economic, environmental, safety and
accountability considerations and form the basis for budget and policy decisions.

12.2 Linkage of questions raised through the budget estimates
hearings process with the government’s policy vision and
goals

Table 12.1 sets out on a portfolio basis a summary of the number of policy questions raised at the
budget estimates hearings according to the policy vision and goals of the government.
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Report on the 2008-09 Budget Estimates — Part Three

12.2.1 Committee comment

In total, 507 questions were raised at the hearings this year. Table 12.2 identifies the portfolio’s that
received the highest number of questions from the Committee:

Table 12.2: Questions raised during Budget Estimates Hearings
(by portfolio)

Portfolio Number of questions
raised at the 2008-09
Budget Estimates
Hearings
Public Transport 34
Treasury 32
Health 30
Education 26
Premier 26
Police and Emergency Services 22
Planning 18
Children and Early Childhood Development 17
Roads and Ports 16
Agriculture 16
Parliamentary Departments 15
TOTAL 252
Percent of Overall Total 49.7%

While the lines of inquiry were broadly in line with the 2007-08 estimates hearings and the hearing
duration for certain portfolios extended, the number of questions/issued raised at this year’s
estimates hearings overall was significantly lower than 2007-08 (507 questions in 2008-09 as
compared to 689 questions raised in 2007-08). This is in part due to the Ministers providing more
extensive and detailed responses to questions raised during this year’s estimates hearings, and also
due to an increased degree of complexity in questions asked by the Committee. The general policy
of the Committee is to seek conciseness in the questions asked as well as in replies in order to
ensure the best possible coverage of issues in estimates hearings.
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Chapter 12: Overview of the linkages between the budget estimates hearings
and Growing Victoria Together

12.2.2 GVT Visions

Of the 507 questions raised at this year's estimates hearings, the majority of questions fell within
three of the five Growing Victoria Together visions:

e Thriving Economy (23.9% of all questions raised);
e Caring Communities (26.0% of all questions raised); and
e Vibrant Democracy (22.1% of all questions raised).

This is consistent with the line of questioning taken during last year’s estimates hearings, and
identifies the areas of the Growing Victoria Together strategy that are of particular importance to
the community.

Within these GVT visions, the majority of questions were directed to the following portfolios:

e Public Transport — 34 questions were asked and 25 fell within the Thriving Economy vision.
Questioning was centred around the acquisition of additional trains and trams to boost services,
and enhancing transport infrastructure and asset maintenance;

e Treasury — 32 questions were asked and 18 fell within the Vibrant Democracy vision.
Questioning was centred around the clarification of specific financial data in the budget, and
the management of state debt; and

e Police and Emergency Services — 22 questions were asked and 19 fell within the Caring
Communities vision. Questioning was centred around community safety and crime reduction.

During 2008-09 the majority of questions were directed to the Thriving Economy, Vibrant
Democracy and Caring Communities GVT visions. Similar to last year, questions directed to the
Thriving Economy and Caring Communities visions focused on enhancing transport infrastructure,
initiatives to increase train and tram services, community safety, crime reduction and issues
relating to Victoria Police. Questions on the Vibrant Democracy vision had more of a focus on the
clarification of major infrastructure projects, and budget approaches to addressing social, economic
and environmental challenges. The continued focus on train and tram services, and community
safety and crime reduction illustrates that these issues are of continuing concern to the public and
that the government is addressing these concerns via significant funding being provided to these
portfolios in this year’s budget.

Detailed comments pertaining to each of the five Growing Victoria Together areas and related
goals are provided in chapters 13 to 17 of this report.
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CHAPTER 13: THRIVING ECONOMY

Key findings of the Committee:

131

13.2

13.3

134

In comparison to the government target for the proportion of freight transported by
rail to and from ports to increase to 30 per cent by 2010, the Committee noted that
the rail share of freight declined to 15 per cent in 2006-07 (5.2 million tonnes of
freight transported by rail out of a total of 33.9 million tonnes). The government will
need to assess whether this target continues to be relevant or needs to be reduced in
future. Climatic conditions and forecasts as well as any trends in growth of the
metropolitan freight task and use of road, including the comparison of costs and
development of networks, in preference to rail will need to be kept under review as
part of such an assessment.

The drought has had a significant impact on the progress made by Victoria in terms
of advancing towards its 2010 rail freight target because a large proportion of the
freight movements on the train system relates to export grain (around 37 per cent)
which has experienced a more reduced harvest than anticipated. For example,
between 2005-06 and 2006-07, Victoria experienced a dramatic decline in
production relating to the following major winter grains:

e wheat (2,909 kilotonnes to 879 kt);
e barley (2,003 kt to 605 kt); and
e canola (272 kt to 42 kt).

Following the completion of a $133.8 million buyback of Victoria’s regional rail
freight network from Pacific National, the government commissioned a review of
the network in June 2007. The report titled Switchpoint: The template for rail freight
to revive and thrive!, which was released in December 2007, contained

29 recommendations. These included:

e outlining proposed priorities and levels of investment to upgrade the network
totalling $140.7 million, comprising a capital component ($83.5 million) and an
ongoing maintenance component ($57.2 million over three years);

e establishing an ongoing asset management regime to maintain the network at
designated speeds post capital rehabilitation; and

e giving higher priority for freight trains on the Melbourne metropolitan rail
network through improved metropolitan rail system planning.

The Committee looks forward to the Department of Transport addressing the
recommendations of the review into Victoria’s regional rail freight network
including:

e announcing a timeline for addressing each recommendation within the report;
and

e providing a schedule of programmed works identified for upgrade and
maintenance.
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13.5

13.6

13.7

13.8

13.9

13.10

13.11

The 2008-09 Budget provides $239.8 million that is directed at Victoria’s freight
network. This funding includes $150 million for the channel deepening of Port
Phillip Bay that was announced in 2007-08 as well as $23.7 million for the gold lines
upgrade (refer tables 13.5 and 13.6) that were identified as a priority in the rail
freight review.

The government has set a cumulative target for 90 per cent of planned
infrastructure asset renewal activities associated with the country rail freight
network to be delivered within project timelines as stated in the budget papers
relating to the Department of Infrastructure’s Freight, Logistics, Ports and Marine
Development output.

The Committee acknowledges that apart from the impact of the drought, the
government’s buy-back of the State’s regional rail network from Pacific National in
May 2007 has affected the ability of the government to attract a larger proportion of
freight to be transported to and from ports by rail rather than by road. Since the
handover of the network to V/Line, the government has embarked on a staged
process involving the conduct of a full operational review and safety assessment of
the network, determining which areas require the most attention and then
developing a schedule for maintenance and upgrades. According to the Minister for
Public Transport, major improvements to Victoria’s rail infrastructure will be
made over the coming years.

The Committee noted that Melbourne is experiencing strong economic and
population growth. The Department of Treasury and Finance predicts that the
Victorian economy is expected to grow by 3.25 per cent in 2007-08 compared to real
gross state product of 2.7 per cent in 2006-07. Melbourne is currently growing at
about 1,200 people per week; faster than any other Australian city and more than
previously projected. There has also been a resurgence in employment in the
Central Business District, an intensification of economic and residential activity in
inner Melbourne and rapid growth in a number of outer metropolitan areas.

According to estimates prepared by the Bureau of Transport and Regional
Economics of the Australian Government’s Department of Transport and Regional
Services, the social costs of congestion for Melbourne will rise from $3.0 billion in
2005 to $6.1 billion in 2020.

Under the Growing Victoria Together initiative, the government set a goal for public
transport use in Melbourne as a proportion of trips taken by motorised means to
increase from 11 per cent in 2002 to 20 per cent by 2020. In comparison, public
transport’s share of motorised personal trips in Melbourne in 2006-07 stood at
approximately 8.6 per cent, a decrease of 0.2 percentage points from the previous
year.

Public transport patronage had grown by approximately 84,000 trips per day
(from 1.06 million trips in 2005-06 to 1.15 million trips in 2006-07. However, there
was a proportionately greater increase in non-public transport motorised trips of
over one million trips per day (from approximately 11.05 million trips in 2005-06
to 12.22 million trips in 2006-07 or 10.6 per cent).
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13.12  The $1.8 billion transport investment package contained in the 2008-09 Budget
includes a Roads and Congestion Package of $769.7 million for building better
roads to improve the safety of the road network and reduce congestion, with a view
to driving the economy, jobs and liveability in communities across the State. The
Package of $769.7 million includes $363.0 million for the Monash-City Link-West
Gate Upgrade and $224.0 million to upgrade regional and rural roads.

13.13  Inlate April 2008, the government introduced a new congestion plan to ease peak
pressure in the short-term until the outcomes of medium and long-term
infrastructure planning and initiatives take effect. Keeping Melbourne Moving
represents an investment of $112.7 million over four years in improving the flow of
traffic and public transport on arterial roads within 10 kilometres of Melbourne’s
Central Business District.

13.14  Some initiatives have been introduced to encourage greater vehicle occupancies
during peak periods such as the use of transit lanes (i.e. high occupancy vehicle
lanes). However, given that between 2002 and 2007, there were an additional
260,000 licensed drivers across the state and there has been a significant increase of
10.6 per cent in non-public transport motorised trips between 2005-06 and 2006-07,
the Committee was of the view that the Department of Transport should evaluate
whether the concept of car pooling has been fully analysed in the development of
policy offerings designed to reduce road congestion. The Committee cited a number
of sources, both overseas and within Australia, that advocated the use of smarter
car use through car pooling to alleviate congestion.

13.1 Introduction

In considering the budget estimates the Committee asked a total of 121 questions pertaining to the
Thriving Economy vision of the Growing Victoria Together (GVT) initiative. This represented
23.9 per cent of all questions asked in the budget estimates hearings.

The answers provided at the estimates hearings were recorded in Hansard and the transcripts of
evidence were contained in Appendix 1 of the Report on the 2008-09 Budget Estimates — Part One
and in Appendix 1 of the Report on the 2008-09 Budget Estimates — Part Two.

This chapter sets out an analysis of several key issues canvassed by the Committee at the budget
estimates hearings relating to the Thriving Economy vision of Growing Victoria Together.
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13.2 Movement of port related freight by rail

13.2.1 Significance of port related freight by rail in Victoria

The government’s vision for Victoria to 2010 and beyond, as espoused in its Growing Victoria
Together policy document, foreshadowed that the efficiency of Victoria’s transport system for
moving freight by rail between Melbourne and regional Victoria is critical for regional
development.*® The government set a target for the proportion of freight transported to and from
ports by rail to increase from 10 per cent to 30 per cent by 2010.'%

The Committee noted that a number of the actions outlined in the government’s policy statement
for regional Victoria titled Victoria: Leading the Way, April 2004, specifically supported rail
freight. These actions are set out in table 13.1.

Table 13.1: Victoria: Leading the Way
Actions supporting rail freight

Action No. Linkage to rail freight

Improving access to the port 2 | Efficient intermodal transport of freight is rapidly becoming
more critical to meeting the demands of global supply chains.
Increasing rail market share at the Port of Melbourne is vital to
accommodating future growth, reducing road congestion and
improving the overall efficiency of the Victorian freight and
logistics sector.

Building better supply chain links 4 | Competitive transport, distribution and logistics are crucial to
the future growth and success of Victorian businesses and the
economy in general. Well planned infrastructure will provide
Victorian companies with opportunities for cost savings and
allow better and faster access to markets for Victorian goods.

Make it happen in provincial Victoria 7 | Vibrant, healthy regional areas are crucial to Victoria’s
continued economic success. The government will maximise
the capacity of local communities to take up economic and
investment opportunities.

Exporting for growth 9 | Onein five jobs in the state is export related and in regional
Victoria
Source: Victorian Government, Victoria: Leading the Way, Economic Statement April 2004

The Committee notes the following view expressed by the Hon. Tim Fischer, Chair of the
Committee that undertook the review into Victoria’s Rail Freight Network in 2007:*

‘Rail is needed more than ever before, due to energy efficiency, greenhouse
reasons and gridlock congestion on critical roads near ports’.

105 Victorian Government, Growing Victoria Together, A vision for Victoria to 2010 and Beyond, p.6

196 H
ibid.

197 Hon. L Kosky MP, Minister for Public Transport, media release, Rail freight network review released,
21 December 2007
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13.2.2 The Committee’s coverage of port related freight by rail

In its previous report on the budget estimates for 2007-08 (part three), the Committee was
interested in exploring how the government planned to increase the proportion of freight
transported to and from ports by rail from 10 per cent to 30 per cent by 2010, given the downward
trend in Victoria’s performance, and whether the GVT target remained relevant or needed to be
revised.'®

In its response to the Committee’s recommendations for the need to monitor the adequacy of the
investment in the rail freight network and the Department of Infrastructure to develop and publish
pricing and timeliness indicators, the government indicated that:'

o the State bought back the rail lease of Victoria’s regional intrastate rail network from Pacific
National in mid-2007 and has subsequently allocated $25 million to the Department of
Infrastructure to assist with urgent only maintenance;

e areview of the Rail Freight Network has resulted in the tabling of a comprehensive report into
the condition of the Network, including recommendations regarding further investment and
prioritisation of maintenance requirements, with the Minister for Public Transport;

o the Department of Infrastructure obtains statistics from the Ports on a bi-annual basis to
monitor performance against the government’s policy of increasing the proportion of freight on
rail to 30 per cent by 2010;

o the rail share for 2006-07 was 16 per cent which was directly related to the severe downturn in
transport of bulk grain resulting from the current drought situation;

e the department would continue to receive statistical data from the Ports bi-annually to monitor
ongoing performance against targets;

o the Freight, Logistics and Marine Division of the department was consulting with port terminal
and rail operators to determine the availability of relevant data to support the development of
appropriate indicators for pricing and timeliness for port related rail freight; and

e the department would complete the design and documentation of indicators and incorporate
them into appropriate rail freight output reporting.

13.2.3  Proportion of freight transported to and from ports by rail

The government disclosed in the budget papers that rail’s share of freight transported to and from
Victoria’s commercial ports declined from 16 per cent to 15 per cent in 2006-07. In quantitative
terms, this represents 5.2 million tonnes of freight transported by rail out of a total of 33.9 million
tonnes.?® Figure 13.2 shows that from 2003-04 to 2006-07 there has been a steady decline in the
proportion of freight transported by rail to and from Victoria’s commercial ports situated in
Melbourne, Geelong and Portland.

108 Public Accounts and Estimates Committee, Report on the 2007-08 Budget Estimates Part Three, pp.145-147

1e9 Government Responses to the Recommendations of Public Accounts and Estimates Committee’s 73" Report on
the 2007-08 Budget Estimates, p.28

200 Budget Paper No.3, 2008-09 Service Delivery, p.377
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Figure 13.2: Proportion of freight transported
o and from ports by rail

25
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Source: Budget Paper No.3, 2008-09 Service Delivery, p.378

At the budget estimates hearing, the Minister for Public Transport confirmed that the drought has
had a very significant impact on the target because a large proportion of the freight movements on
the train system relate to grain which has experienced a more reduced harvest than anticipated.”®

Table 13.3 discloses the composition of Victorian Intrastate Rail Freight according to product

2002-03

2003-04 2004-05

volumes. Export grain is the largest commodity within the rail freight task.

Table 13.3: Summary of Victorian Rail Freight Tonnages
Product Tonnage Percentage
Businesses
Export grain 2,000,000® 37
Containers 1,800,000 33
Crushed rock 700,000 13
Domestic grain 300,000 5
Paper 270,000 5
Cement 230,000 4
Logs 160,000 3
Note: (&) Average
Source: Victorian Rail Freight Network Review Switchpoint: The Template for rail freight to revive and

thrive!, December 2007, p.28

201
14 May 2008, p.8

174

Hon. Kosky MP, Minister for Public Transport, 2008-09 Budget Estimates hearing, transcript of evidence,

2005-06




Chapter 13 — Thriving economy

The Committee noted that in terms of the Australian crop production, the gross value of production
of the three major winter grains (wheat, barley and canola) was forecast to be around $3.7 billion
in 2006-07, compared with an estimated $8.1 billion in 2005-06.22 The dramatic decline in the
production of the three major winter grains across Australia and Victoria from 2005-06 to 2006-07
is shown in table 13.4.

Table 13.4: Wheat, barley and canola production
Australia and Victoria 2005-06 compared to 2006-07
Wheat, Barley Australian Victorian
& Canola Production Production
2005-06 2006-07 2005-06 2006-07
kt kt kt kt

Wheat 25,150 10,822 2,909 879
Barley 9,482 4,257 2,003 605
Canola 1,419 573 272 42

Note: kt = kilotonne

Source: abare.gov.au ABARE statistical data: commodity production Australia and Australian Crop

Report, Victoria — Vic grains and oilseeds accessed 28 August 2008

The Committee acknowledges that apart from the impact of the drought, the government’s
buy-back of the State’s regional rail network from Pacific National in May 2007 has affected the
ability of the government to attract a larger proportion of freight to be transported to and from ports
by rail rather than by road. Since the handover of the network to V/Line, the government has
embarked on a staged process involving the conduct of a full operational review and safety
assessment of the network, determining which areas require the most attention and then developing
a schedule for maintenance and upgrades. According to the Minister for Public Transport, major
improvements to Victoria’s rail infrastructure will be made over the coming years.?®

At the budget estimates hearing, the Minister for Roads and Ports informed the Committee that
while in the long-term the rail share of the freight network is expected to increase, an expected
significant increase in the metropolitan freight task will impact adversely on the ability of the
30 per cent rail freight target for the transportation of freight to and from ports to be achieved by
2010. The Minister stated at the hearing that:?*

“In the long term, rail share of the freight network is expected to increase as truck
costs increase as result of higher fuel costs, increased registration charges and
driver shortages. The introduction of carbon trading also has the potential to shift
some freight to rail. To date, rail has been uncompetitive for metropolitan freight
to and from the port of Melbourne. As the metropolitan freight task is predicted to
grow significantly, the 30 per cent target will be difficult to achieve, although work
is being undertaken to determine the long-term viability of short-haul rail shuttles
to Melbourne.”

202 Australian Bureau of Agricultural and Resource Economics, drought update, Australian crop and livestock

report, 27 October 2006, p.4

Hon. L Kosky MP, Minister for Public Transport, media release, Rail Buy Back Deal Complete, 7 May 2007
Mr T Pallas MP, Minister for Roads and Ports, 2008-09 Budget Estimates hearing, transcript of evidence,
16 May 2008, p.23

203
204
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The Committee maintains that the government will need to assess whether its 30 per cent target for
the movement of port-related freight by rail by 2010 is still relevant or in need of being revised
downwards in future, especially given that the proportion of rail freight in 2006-07 of 15 per cent
will need to double over the next three years from 2007-08 to 2009-10 if the current target is to be
achieved. As part of assessing the appropriateness of the rail freight target, the Department of
Transport will need to keep under review climatic conditions and associated forecasts as well as
the occurrence of any major trends in growth in relation to:

¢ the metropolitan freight task; and

e the use of road in preference to rail for the transportation of freight to and from ports.

Recommendation 22: The Department of Transport assess whether its target
for the proportion of freight transported to and from
ports by rail to increase to 30 per cent by 2010 is still
relevant or needs to be revised. As part of such an
assessment, a review needs to be undertaken of climatic
conditions and associated forecasts as well as any
significant trends in growth in the metropolitan freight
task and modal shifts to road in preference to rail for the
transportation of freight.

13.2.4  Maintaining Victoria’'s Rail Infrastructure Assets — Audit
undertaken by the Victorian Auditor-General’s Office

In May 2007, the Auditor-General found that since 2004, the combined actions of the Department
of Infrastructure and the infrastructure manager, together with the finalisation of new access
arrangements for the regional freight network, had improved the maintenance and renewal regime.
For example, the new access arrangements better defined service levels on the freight network.?*

The Auditor-General reported, however, that there remained a need to further improve the planning
and monitoring of maintenance and renewal so that they conform to the government’s better
practice asset management principles.?® The auditor also recommended, among other things, that
the department document a long-term asset management strategy detailing its rationale for the
maintenance and renewal of rail assets and ensure that future plans document the infrastructure
manager’s methodology for prioritising maintenance and renewals.?””

205 Victorian Auditor-General, Maintaining Victoria’s Rail Infrastructure Assets, May 2007, pp.3, 49

206 ibid.
207 ibid., p.4
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13.2.5 Rail Freight Network review — December 2007

The government commissioned a review of Victoria’s regional rail freight network in June 2007,
following the completion of a $133.8 million buyback of the network from Pacific National.*®
Released by the Minister for Public Transport in December 2007, the report contained
29 recommendations.?® According to the government, key recommendations included:°

proposed priorities and levels of investment to upgrade Victoria’s rail freight network;

the establishment of a Grain Logistics Taskforce to co-ordinate the grain supply chain and
facilitate collaboration on grain handling and marketing;

commissioning a government entity to champion and develop rail freight business and
facilitate collaboration between stakeholders and aggregation of smaller freight tasks to create
viable freight tasks;

establishment of a Rail Freight Development Fund (RFDF) to facilitate rail freight
opportunities via (seed) capital contributions to rail freight facilities;

establishment of an ongoing asset management regime to maintain the network at designated
speeds after capital rehabilitation, including routine and major periodic maintenance on track
and bridges; and

higher priority for freight trains on the Melbourne metropolitan rail network through improved
metropolitan rail system planning.

The Committee notes that the review recommends a total investment package totalling
$140.7 million that comprises a capital component amounting to $83.5 million and three years
ongoing maintenance cost of $57.2 million.?** A breakdown of this recommended investment by
government is set out in table 13.5.

208

209

210

211

Hon. L Kosky MP, Minister for Public Transport, media release, Rail freight network review released,
21 December 2007

Victorian Rail Freight Network Review Switchpoint: The template for rail freight to revive and thrive!,
December 2007, pp.8-11

Hon. L Kosky MP, Minister for Public Transport, media release, Rail freight network review released,
21 December 2007

Victorian Rail Freight Network Review Switchpoint: The template for rail freight to revive and thrive!,
December 2007, p.6
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Table 13.5: Review into Victoria’'s regional rail freight network
Rail freight network upgrade and maintenance program
Recommended funding requirements

Category of Description Recommended | Recommended
track funding funding
$ million $ million
Capital
Gold First priority for rehabilitation and restoring to original 36.4@

track classification (generally Class 4 or 5) outside the
Platinum base network. This forms a core grain
network which maximises use of the base network
and is the minimum network which can support a
sustainable above rail freight operation.

Silver High priority lines to be rehabilitated to original track 47.1
classification (Class 4 or 5), conditional on grain
industry collaboration and commitment to improve
overall supply chain efficiency to support rail. This
should be done by establishment of a sustainable
fleet of rolling stock; further centralisation and
upgrading of silos and port facilities with longer
sidings, fast train loading, fast truck turnaround and
extended operating hours.

Sub-total 835
Maintenance

Gold and Ongoing routine maintenance estimated at $18.4 55.2

Silver million per annum (see table 13.6) during the

rehabilitation period of three years.

Bronze Minimum maintenance line sections. These rail 2.0
corridors should be maintained clear of vegetation to
maximise the opportunity for restoration, should the
case be made to do so in future.

Sub-total 57.2
Total 140.7(13)
Note: (&) The Victorian Rail Freight Network Review recommended rehabilitation works on six

Gold Lines in 2008-09 at an estimated cost of $23.7 million (see table 13.6) and one line
(the Gold Line between Maroona and Portland) for rehabilitation in 2010-11 at an estimated
cost of $12.7 million

(b) The Committee understands that in relation to the base network (the platinum category), the
track will continue to be maintained by virtue of being part of the V/Line passenger network,
the Australian Rail Track Corporation's (ARTC) interstate network or the declared AusLink
network (which includes the Mildura line). No additional rehabilitation funds are required for
these sections of line, and the Mildura line will only require ongoing maintenance and
sleeper renewal every five years, given the $73 million already committed by the Federal
and State Governments to its upgrade. Additional works on these lines, such as longer or
new passing loops or upgrades to signalling, axle loads or speeds could be considered in
future where this is justified by new or increased freight tasks.

Source: Victorian Rail Freight Network Review Switchpoint: The Template for rail freight to revive and
thrive!, December 2007, pp.5-6
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The Committee notes that the review into the Victorian Rail Freight Network was completed in a
short timeframe of around seven months. In considering the proposals contained in the report,
which was released by the Minister for Public Transport on 21 December 2007, the Committee
looks forward to the Department of Transport addressing the recommendations of the review into
Victoria’s regional rail freight network. The Committee acknowledges the capital initiatives
(relating to the gold lines) and the maintenance initiatives (relating to gold and silver lines)
contained in the 2008-09 Budget in response to the report findings.

Recommendation 23: In addressing the proposals contained in the review of
Victoria’s Regional Rail Freight Network, which were
released in December 2007, the Department of
Transport develop a plan that includes:

(a) atimeline for addressing each of the report’s
recommendations; and

(b) aschedule of programmed works identified for
upgrade and maintenance.

13.2.6  Victoria’'s freight network — funding initiatives contained in
the 2008-09 Budget

The government revealed in the budget papers that it was undertaking a number of projects in rail
freight, including further investment in response to the Rail Freight Network Review, and further
work was underway to develop a new strategy for future rail freight*? The Committee looks
forward to the release of this strategy.

Budget initiatives targeted towards the provision of better freight connections and improvements to
rail freight infrastructure include projects outlined in table 13.6. Funding provided by the
government for these projects totals $239.8 million.

212 Budget Paper No.3, 2008-09 Service Delivery, p.377
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Table 13.6:

Funding directed at Victoria’s freight network
008-09 budget

Km ($ million) | ($ million)
Gold Lines upgrades (a)
Korong Vale - Quambatook 64 4.6
Korong Vale - Charlton 36 2.7
Shepparton - Tocumwal 69 7.8
Mildura - Yelta 20 1.6
Swan Hill - Piangil 44 3.4
Murtoa - Warracknabeal 51 3.6
Sub-total 23.7
Country Rail Freight Network Renewal and Maintenance (b) 19.0
Country Rail Freight Network Maintenance (c) 13.3
Rail Freight Support (d) 21.4
Geelong Rail Access Improvement Project (e) 12.4
Channel Deepening Project (f) 150.0
Total 284 23.7 239.8
Notes: (a) First stage of the Gold Lines upgrades in priority order as recommended by the Victorian
Rail Freight Network Review (announced as part of the Future Farming Strategy). The
review considers there is a pressing need to rehabilitate the track on nominated sections of
the network to restore sustainable operating speeds. Amounts represent the estimated cost
in 2008-09.

(b) Funding provided as part of the Future Farming Strategy (Budget Paper No.3, 2008-09
Service Delivery, p.292)

(¢) Funding announced in 2007-08 (Budget Paper No.3, 2008-09 Service Delivery, p.322).

(d) This funding is to support competitiveness of container, and export and domestic grain
freight by rail. The Rail Freight Support package is aimed at ensuring the agricultural
industry can continue to access rail freight options. Subsidies are made up of the following:
- a $1.4 million rebate on access fees for domestic grain on rail (January to December 2008)
- a $10 million rebate on access fees for export grain on rail (July 2008 to June 2010)

- a $10 million support package for intermodal (container) rail services (April 2008 to
April 2010)

(e) Standard-gauge rail connection into the northern part of the Port of Geelong

()  Funding of $150 million towards better freight connections through the channel deepening of
Port Phillip Bay was announced in 2007-08

Source: Department of Infrastructure, Victorian Rail Freight Network Review, released
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The Committee notes the new performance measure outlined in the budget papers in relation to the
Department of Infrastructure’s Freight, Logistics, Ports and Marine Development output titled
“Planned infrastructure asset renewal activities are delivered within project timelines: country
freight rail network”. A timeliness target for 90 per cent (cumulative) delivery has been set for
2008-09.2® The Committee will be interested in monitoring the performance of the government
against this measure in future.

13.3 Measures to reduce road traffic congestion

13.3.1 Introduction

The Committee, in its May 2008 Report on the 2006-07 financial and performance outcomes,
confirmed that it was aware that urban transport congestion was a significant issue facing the
Victorian public. Drawing on the findings and recommendations of the Victorian Competition and
Efficiency Commission that emanated from its inquiry into Urban Transport Congestion, the
Committee recommended that the then Department of Infrastructure needed to report on a
progressive basis the outcomes delivered from the options implemented to address transport
congestion in urban areas.**

While this aspect of the 2008-09 estimates inquiry was confined to issues dealing specifically with
road traffic congestion (cars, buses and trams), the Committee is of the view that matters relating to
congestion on Victoria’s railway system can have an adverse impact on road congestion if
commuters elect to change modes of transport from trains to cars, buses or trams.

On the subject of road congestion, the Committee was interested to hear through the estimates
hearing process that:

e about 88 per cent of all public transport services occur on road-based public transport;** and

e Melbourne has one of the largest tram systems in the world, which is a huge asset in terms of
addressing road congestion.?®

The 2008-09 Budget papers reveal that one of the significant challenges facing the Department of
Infrastructure in the medium term involves developing improvements to infrastructure and services
to manage the impacts of congestion, with a focus on key bottlenecks in public transport and road
travel.?” Outputs relating to Victoria’s road network have been restructured to provide a focus on
managing congestion, long-term planning and asset management.?®

In terms of the Infrastructure Planning, Delivery and Management output group, the government
indicated through the budget papers that outputs deliver a combination of strategic road and rail
infrastructure improvements to manage congestion and improve the movement of people and
goods throughout Victoria. They also encompass infrastructure projects that will, among other
things, improve strategic arterial road links and establish a major roadway linking the city’s south
eastern suburbs.?*®

213 Budget Paper No.3, 2008-09 Service Delivery, p.141

214 Public Accounts and Estimates Committee, Report on the 2006-07 Financial and Performance Outcomes,

May 2008, p.503

Mr T Pallas MP, Minister for Roads and Ports, 2008-09 Budget Estimates hearing, transcript of evidence,

16 May 2008, p.7

Mr J Betts, Secretary, Department of Infrastructure, 2008-09 Budget Estimates hearing, Minister for Roads and
Ports, transcript of evidence,16 May 2008, p.15

2 Budget Paper No.3, 2008-09 Service Delivery, p.119

218 ibid. p.121

219 ibid. p.135
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The Road Network Improvements output, with a 2008-09 target output cost of $675.5 million, is
one of the key outputs designed to deliver cost effective projects to reduce congestion.?® This
output represents a restructuring of two former outputs primarily to focus on the congestion and
network improvements programs that contribute to economic and regional development by, in part,
improving accessibility.”* A new performance measure for 2008-09 titled Congestion projects
completed has been included for this output. The target is for 18 projects to be completed in
2008-09.72

In exploring factors that impact on road traffic congestion on metropolitan roads, the Committee
noted that Melbourne is experiencing strong economic and population growth. The Department of
Treasury and Finance predicts that the Victorian economy is expected to grow by 3.25 per cent in
2007-08 (real gross state product, 2.7 per cent in 2006-07).>2 Melbourne is currently growing at
about 1,200 people per week; faster than any other Australian city and more than previously
projected.?* There has also been a resurgence in employment in the Central Business District, an
intensification of economic and residential activity in inner Melbourne and rapid growth in a
number of outer metropolitan areas.?®

220 Budget Paper No.3, 2008-09 Service Delivery, pp.138-139

2L ibid., pp.138-139 and 141

222 ibid., pp.138

228 Budget Paper No.2, 2008-09 Strategy and Outlook, pp.22-23

z; VicRoads, Keeping Melbourne Moving, Frequently asked questions, p.1
ibid.
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At the budget estimates hearing, the Minister for Roads and Ports presented several slides to
demonstrate the extent to which Melbourne is growing as well as traffic congestion. These slides

are reproduced

Figure 13.7:
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Source: Mr T. Pallas, Minister for Roads and Ports, MP, 2008-09 Budget Estimates hearing,
16 May 2008, slide presentation no.1
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Figure 13.8: Traffic growth on Melbourne’s freeways
Monash Freeway

Source: Mr T. Pallas, Minister for Roads and Ports, MP, 2008-09 Budget Estimates hearing,
16 May 2008, slides presentation nos.7 and 8
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Quantification of the impacts of congestion can be found from estimates reported by the Victorian
Competition and Efficiency Commission in September 2006. According to Commission estimates,
the economic costs of congestion in Melbourne currently range from $1.3 - $2.6 billion per year, or
0.6 to 1.2 per cent of Victoria’s gross state product. As these results are extremely sensitive to
assumptions, the Commission maintained that data supports an estimate of congestion costs
towards the lower end of the reported range. These costs, according to the Commission, could
double in 15 years if further measures are not taken to address congestion.?® Costs include wasted
time, increased stress and fatigue, excessive fuel and maintenance costs, lower worker
productivity, increased transport capital requirements, reduced business competitiveness and loss
of an otherwise aesthetically pleasing and healthy environment.??’

In a more recent study, the Bureau of Transport and Regional Economics of the Australian
Government’s Department of Transport and Regional Services estimated in its April 2007 report
that the social costs of congestion for Melbourne will rise from $3.0 billion in 2005 to $6.1 billion
in 2020. This estimate comprises costs associated with private time, business time and extra
vehicle operating and air pollution costs.?®

The Committee was interested to learn from the Minister for Roads and Ports that congestion is a
complex issue that cannot be addressed either at a specific location or in isolation from a myriad of
other factors. The government’s four key strategies to manage congestion involve:?

e improving the reliability and flow of road-based public transport;
e making existing roads operate better;
e improving service coordination, integration and customer interface; and

e promoting sustainable travel through better demand management.

226 Victorian Competition and Efficiency Commission, Making the right choices: Options for managing transport

congestion, Final Report September 2006, pp.XXiX, XXXV
221 ibid., p.59
228 Australian Government, Department of Transport and Regional Services, Bureau of Transport and Regional
Economics, Estimating urban traffic and congestion cost trends for Australian cities, Working Paper No.71,
April 2007, pp.xv, 13-14, 108-109
Mr T Pallas MP, Minister for Roads and Ports, 2008-09 Budget Estimates hearing, transcript of evidence,
16 May 2008, p.3
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13.3.2

(@)

Avenues to reduce road traffic congestion in Victoria

Policy context

The government’s policy platform for reducing road traffic congestion comprises a range of
initiatives that include:

e ongoing development at the Commonwealth level through reform agenda initiatives introduced
by the Council of Australian Governments, including formulation of the 2007 Melbourne
Urban Corridor Strategy (in collaboration with the Commonwealth);

e introduction of institutional change — creation of the Department of Transport;

e policy development e.g. the Growing Victoria Together initiative, Linking Melbourne:
Metropolitan Transport Plan, Meeting our Transport Challenges (a 10 year plan) and the
Keeping Melbourne Moving strategy (designed to deliver short-term benefits); and

e strategy formulation and associated funding connected with:

improving and expanding the existing road network;

encouraging greater use of alternative modes of public transport in preference to cars
(e.g. rail and buses) by implementing a range of measures e.g. development of the
Early Bird initiative and the creation of new parking places at train stations (698 new
parking spots to be established at the Laverton and surrounding stations); 2

purchasing new trains and trams as part of medium to long-term infrastructure
planning;

improving tram and bus speeds;

developing Green Travel Plans which set targets and actions for a specific worksite
to promote sustainable travel such as walking, cycling, public transport, car pooling
(refer 13.2.2(f) of this section) and tele-working for staff travel to, from and for
work; %! and

reducing casualty crashes on the road system.
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Hon. L Kosky MP, Minister for Transport, 2008-09 Budget Estimates hearing, transcript of evidence,

14 May 2008, p.10

231

Victorian Government response to Victorian Competition and Efficiency Commission’s Final Report, Making

the Right Choices: Options for Managing Transport Congestion, p.15
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(b) Growing Victoria Together initiative — increasing the use of
public transport compared to motorised means

The Committee noted that under the Growing Victoria Together initiative, the government set a
goal for public transport use in Melbourne as a proportion of trips taken by motorised means to
increase from 11 per cent in 2002 to 20 per cent by 2020. In comparison, public transport’s share
of motorised personal trips in Melbourne in 2006-07 stood at approximately 8.6 per cent, a
decrease of 0.2 percentage points from the previous year. The Committee noted that public
transport patronage had grown by approximately 84,000 trips per day (from 1.06 million trips in
2005-06 to 1.15 million trips in 2006-07, an increase of 8.5 per cent). The Committee notes the
Department of Transport’s correction that this increase was 7.9 per cent, not 8.5 per cent over the
two-year period, due to rounding error. However, there was a proportionately greater increase in
non-public transport motorised trips of over one million trips per day (from approximately
11.05 million trips in 2005-06 to 12.22 million trips in 2006-07, an increase of 10.6 per cent).

The Committee noted that a review by the Department of Transport of the methodology developed
by the Bureau of Infrastructure, Transport and Regional Economics (BITRE) of the 2005-06 and
2006-07 estimates of public transport’s mode share of all motorised trips has concluded that a low
level of confidence can be placed in the figures for mode share. For 2007-08, the mode share figure
will be calculated using the Victorian Integrated Survey of Travel and Activity (VISTA) data. It is
expected that VISTA will produce a more accurate mode share calculation.

(c) 2008-09 Budget
The 2008-09 Budget provides a $1.8 billion transport investment package which comprises:**

e aroads and congestion package of $769.7 million (refer to table 13.9) for building better roads
to improve the safety of the road network and reduce congestion, with a view to driving the
economy, jobs and liveability in communities across the State (this funding is in addition to the
$2.8 billion worth of major road projects that are underway, including the Deer Park Bypass,
the Calder Freeway and the Geelong Ring Road);

e $239.8 million for freight and port access projects (refer to table 13.6 of this chapter for further
detail); and

e $794.1 million into the public transport network and rail freight and port projects.
The roads and congestion package comprised various projects that are set out in table 13.9.

282 Mr T Pallas MP, Minister for Roads and Ports, media release, 2008-09 State Budget, $1.8 billion record
transport investment to help meet the needs of a booming population, 6 May 2008 and $769.7 million to improve
roads and tackle congestion, 6 May 2008

187



Report on the 2008-09 Budget Estimates — Part 3

Table 13.9: Roads and Congestion Package
2008-09 State Budget
Road Projects 2008-09
State Budget
funding
$million
Monash-CityLink-West Gate Upgrade 363.0
(refer table 13.10)
Upgrade rural and regional roads (a) 224.0
Outer metropolitan road improvements (b) 85.3
Road-based congestion measures (c) 46.6
Additional road maintenance funding 27.3
Improve response times and service performance at VicRoads customer service centres 16.0
Funding for the tender process to build a new licensing and registration system for VicRoads 7.5
Total 769.7
Notes: (@ Including:
e  $110 million towards the duplication of the Princes Highway West from Waurn
Ponds to Winchelsea to cater for increased car and truck travel, and improve
travel time and reliability
e $40 million to build a new duplicated section of the Western Highway from
Melton to Bacchus Marsh to improve safety and travel times
e  $9 million towards the Yarra Glen Truck Bypass — a $15 million project with a
$5.5 million contribution from the Federal Government and $500,000 from the
Yarra Ranges Shire Council
(b) $36.8 million to upgrade the intersection of Pound Rd., South Gippsland Highway and South
Gippsland Freeway, Dandenong, to improve safety and cater for population and freight
growth
$48.5 million to duplicate Kororoit Creek Road from Grieve Parade to Millers Road at
Hobson Bay, including a grade separation of the railway crossing and an on-road bicycle
lane
(c) Road-based congestion initiatives that form part of the government’s $112.7 million Keeping
Melbourne Moving strategy - refer 13.2.2 (d) for further comment
Source: Mr. T Pallas, MLA, Minister for Roads and Ports, media release, 2008-09 State Budget,
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(d) Keeping Melbourne Moving strategy

In late April 2008, the Premier announced a new congestion plan to ease peak pressure in the
short-term until the outcomes of medium and long-term infrastructure planning and initiatives take
effect. Keeping Melbourne Moving represents an investment of $112.7 million over four years in
improving the flow of traffic and public transport on arterial roads within 10 kilometres of
Melbourne’s Central Business District.® 23

Keeping Melbourne Moving comprises a combination of initiatives rather than a separate document
or plan. The following initiatives are to be delivered under Keeping Melbourne Moving:%*

e stronger enforcement of clearways on arterial roads, including standardised and extended
clearway times and expanded use of tow-away zones (150 clearways)®*;

e improved tram travel times and reliability on two key tram routes, particularly in peak periods;
e improved priority for tram and bus services;
e improved facilities for cyclists and pedestrians;

e anew rapid incident response service introduced on the arterial road network to clear
broken-down vehicles;

e improved management of road works; and
e improved communications with commuters.

The funding of $112.7 million over the next four years for congestion improvements, included the
following components:#’

e $12.6 million to standardise clearways;
e $28.2 million for walking and cycling initiatives;
e $37.8 million for targeted tram and bus priority measures; and

e $11.7 million to expand VicRoads’ rapid response services.

(e) Road projects to address capacity pressures

The 2007 Melbourne Urban Corridor Strategy indicated that the ability of the metropolitan road
network to meet growing demand for cross-town movement of freight, commercial and commuter
traffic is critical to Melbourne’s long-term development. The strategy identified various major road
links in Melbourne that were most vulnerable to capacity pressures. These are set out in
table 13.10.

233
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Hon. J Brumby MP, Premier, media release, New congestion plan to ease peak pressure, 29 April 2008
. VicRoads, Keeping Melbourne Moving: Short-Term Congestion Plan, Frequently Asked Questions, p.1
ibid., p.2
236 Mr T Pallas MP, Minister for Roads and Ports, 2008-09 Budget Estimates hearing, 16 May 2008, p.12
237 H
ibid. p.3
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Table 13.10: Major road links - vulnerability to capacity pressures

Major road links

Description

West Gate Bridge

At its busiest section, the bridge carries around 180,000 vehicles per
day. Traffic is expected to grow significantly, particularly given the
imbalance between population growth and employment
opportunities in the city’s western suburbs. The bridge is generally in
good condition, but will need strengthening to perform well in the
future.

Monash — West Gate Corridor,
including Dandenong ralil

The peak period for east and west bound traffic on the corridor is
growing each year. The Monash-West Gate link is rapidly
approaching capacity and is vulnerable to short-term interruptions.
Each of the peak periods on the Monash-West Gate route typically
lasts for up to three and a half hours and for two hours of this period
there is a flow breakdown with corresponding reductions in traffic
throughput and travel speeds. To address this deficiency, Victoria
has commenced a package of improvement works as identified in
Meeting Our Transport Challenges.

Incidents often cause lengthy delays and have a flow-on effect to
the surrounding network. The corridor is currently at or near capacity
for a substantial part of each day. An additional 400,000 people are
expected to settle at each end of the corridor in the next 25 years
which, together with industrial growth at each end, will place
significant additional pressure on the link.

In relation to the Dandenong rail corridor, the rail services have
recently experienced load breaches as a result of population growth
and driver discouragement arising from congestion on the Monash-
West Gate Freeway and higher fuel prices. The State Government
has announced that it will construct a third rail track and make other
improvements on the Dandenong rail corridor.

Western Ring Road between Deer Park
Bypass and the Hume Freeway

General operational problems have resulted in reduced capacity and
an increased crash risk.

The Western Ring road serves a major role in facilitating freight
movements between western Victoria and western Melbourne to
northern Melbourne and beyond and is experiencing traffic
pressures. Improvements in alternative network connections
between the Metropolitan Ring road and the industrial areas of
south-eastern Melbourne will be subject to ongoing monitoring and
assessment.

Eastern Corridor

The corridor is used by substantial numbers of car and bus
commuters to access the CBD in the morning peak period. There is
considerable traffic flowing from east to west (and vice versa). The
inner north-south routes also carry substantial traffic that crosses
the corridor. Similar pressures arise in the evening peak.

Tullamarine Freeway between Calder
Freeway and Bell Street to be relieved
by the current Calder/Tullamarine
Interchange project

Upgrade is designed to reduce congestion and improve safety at
one of Melbourne’s worst traffic bottlenecks and accident
blackspots.

Various arterial roads that have
significant congestion points that
impede freight flows

e.g. The Dynon-Port Rail Link involves grade separating Footscray
Road as an overpass above re-aligned and duplicated dual gauge
rail access tracks into the Port of Melbourne. The link will facilitate
increased train movements and alleviate the traffic congestion on
Footscray Road.

Source:

Australian Government Department of Transport and Regional Services, Victorian Department of

Infrastructure and VicRoads, 2007 Melbourne Urban Corridor Strategy, pp.12-13, 16 and 19
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At the budget estimates hearing, the Minister for Roads and Ports informed the Committee that the
government’s investment in roads is targeted at improving and expanding the existing road
network. It is also aimed at making the network safer, reducing congestion, improving travel time
and reliability, and delivering economic benefits through improvements to freight access.?®

The Minister also advised that keeping pace with demand will be possible only because of the
planning and delivery of significant road projects throughout the whole state.?® The Committee
was told that over the next few years, a number of major investments will be completed. These
include:?*

EastLink, which will open on 29 June 2008;

major upgrades to the Goulburn Valley and Midlands highways, due to be completed this year;
the Calder Freeway in 2009;

the Geelong ring-road;

the Donnybrook Road interchange on the Hume Highway at Kalkallo;

the Deer Park bypass from Sunshine West to the Western Highway at Caroline Springs;

upgrading key routes in Melbourne’s outer suburbs to improve access and traffic flow across
metropolitan areas. Projects to be funded include:

— upgrading the intersection at Pound Road, South Gippsland Highway and
South Gippsland Freeway in Dandenong; and

— duplicating Kororoit Creek Road from Grieve Parade to Millers Road at
Hobsons Bay, including a grade separation of the railway crossing and an on-road
bicycle lane.

the M1 project includes major upgrades to CityLink’s Southern Link, the Monash and
West Gate Freeways; and

in 2008-09 around $75 million will be spent on safer roads infrastructure projects across the
state, the majority in regional Victoria. The Commonwealth Government has committed to
fund 22 transport projects in Victoria under AusLink 2, with 19 of these projects being ones
that Victoria had nominated in the state’s AusLink 2 policy document, National Transport
Links — Growing Victoria’s Economy. The projects have a total value of Commonwealth
expenditure of $2.7 billion, which equates to 18.4 per cent of the national transport funding
commitments. Victoria has proposed to contribute approximately 25 per cent of the total cost
of the AusLink 2 package. This budget locks in spending to start to meet this challenge,
including:

—  $110 million for the Princes Highway west duplication;
— $65 million for stage 4B of the Geelong ring-road; and
—  $40 million for the Western Highway Anthony’s Cutting.
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() Car pooling

In November 2004, the Victorian Government released Liking Melbourne: Metropolitan Transport
Plan. Under the plan, demand management initiatives to promote sustainable travel referred to the
government’s TravelSmart program which aims to achieve a sustainable change in personal travel
behaviour from single-car occupant to sustainable modes of travel (public transport, walking and
cycling), smarter car use (car pooling) and in some cases, travel substitution (teleworking).?** The
concept of travel demand management (non-price) and the use of ride-sharing/car pooling schemes
in the context of congestion management measures/interventions were also discussed in a
December 2006 report to the Council of Australian Governments titled Review of Urban
Congestion Trends, Impacts and Solutions.?*

Given that between 2002 and 2007, there were an additional 260,000 licensed drivers across this
state**®, the Committee was interested in the concept of car pooling and whether maximum use was
being made to encourage this avenue for alleviating road traffic congestion. Overseas research
cited by the Committee on the concept of car pooling revealed that:**

¢ although distinction is made between regular car pools (recurring, scheduled car pools) and
occasional car pools (situational car pools only), the basics of car pooling have remained the
same for 60 years — a minimum of two people with common commute patters share one
vehicle for their trip;

o formal rideshare programs may be administered by employers, transit organisations or
rideshare agencies;

e commuters may provide information to a rideshare agency that assists in matching riders
together, such as work hours, vehicle availability, location of residence and location of
employment if in the case of a non-employer rideshare program;

e there are three main reasons commuters switch from driving alone to ridesharing:
— travel time — high occupancy vehicle lanes have been shown to reduce travel time;

— convenience — car pooling incentives make car pooling more suitable, such as
conveniently located parking spaces reserved for car poolers; and

— cost savings can be realised through the sharing of costs, although additional
financial incentives and subsidies may be offered by governmental and/or employer
entities.

e user benefits of car pooling include personal cost savings (e.g. parking fees, tolls and fuel) and
perceived guality-of-life enhancements; and

o societal benefits are most typically associated with reduction in vehicle use and a resultant
improvement in air quality.
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Victorian Government, Linking Melbourne: Metropolitan Transport Plan, p.33

Report prepared for the Council of Australian Governments by the Competition and Regulation Working Group,
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16 May 2008, p.3
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The Committee noted that participants to the Victorian Competition and Efficiency Commission’s
(VCEC) inquiry into transport congestion considered that ride-sharing policies, and in particular
car pooling, had the potential to reduce congestion by increasing the vehicle occupancy rate,
thereby removing some vehicles from the road.?* The Department of Infrastructure commented
that; %

The average vehicle occupancy rate in Australia is low, and increasing the
occupancy rate through measures such as car pooling would make a marked
contribution to easing congestion in peak times.

The Committee also noted that as part of the VCEC’s inquiry, the Port of Melbourne Corporation
emphasised that the greatest opportunity to reduce congestion is to reduce light vehicle numbers
and that passenger movements rather than freight movements have many more options which can
reduce congestion such as car pooling.?*’

In terms of the optimum occupancy rate of cars for reducing traffic congestion, the Committee
noted that according to the Los Angeles Metropolitan Transportation Authority, 1.3 riders per car
would eliminate traffic congestion on California’s freeways.*® In a recent article in the Victorian
media, the Committee observed that VicRoads’ analysis of census data shows the average car has
1.1 occupants. If this was increased to 1.2 occupants, there would be 90,000 fewer cars on the road
each day, which would bring traffic back to school holiday levels.?*

The Committee acknowledges that some initiatives have been introduced to encourage drivers to
car pool or ride share such as the use of transit lanes, thereby reducing the number of vehicles
using a road during peak times (i.e. high occupancy vehicle lanes on freeways including the
Tullamarine Freeway and the Eastern Freeway). However, given that between 2002 and 2007,
there were an additional 260,000 licensed drivers across the state and there has been a significant
increase of 10.6 per cent in non-public transport motorised trips between 2005-06 and 2006-07, the
Department of Transport should evaluate whether the concept of car pooling has been fully
analysed in the development of policy offerings designed to reduce road congestion. The
Committee believes there could be merit in research being conducted in Melbourne to determine
the optimum level of riders per car that would alleviate road congestion and the development of
strategies to achieve this target.

248 Victorian Competition and Efficiency Commission, Making the Right Choices: Options for Managing Transport

Congestion, March 2007, p.190

246 ihi
ibid.

24 ibid., p.329

248 nttp://trafficbulldog.org/History of Rideshare and Carpooling in California, 12 March 2007

249 Ashley Gardiner and John Ferguson, Herald Sun, Our most hated roads — Car pooling drive is on,
16 September 2008, p.11
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Recommendation 24:

194

The Department of Transport, led by VicRoads:

(@)

(b)

(©

(d)

collect and publicly report statistics on an ongoing
basis of the extent of ridesharing among
Melbourne’s motorists during peak hour traffic;

assess how many riders per car would be
necessary to have a significant impact on reducing
road traffic congestion;

monitor whether car pooling strategies, such as the
use of dedicated transit lanes, are effective in
reducing the number of cars on Melbourne’s roads
during peak periods and improving traffic flow;
and

determine whether there is a need to extend
incentives to encourage a greater level of car
pooling, thereby reducing the number of cars and
congestion on Victoria’s roads during peak
periods.



CHAPTER 14: QUALITY HEALTH AND EDUCATION

Key findings of the Committee:

141

14.2

14.3

14.4

14.5

14.6

14.7

The Victorian Schools Plan represents a substantial asset investment in Victoria’s
schools system and is focused on delivering improved educational outcomes for
students. Expenditure allocated to date of $1.2 billion out of a total of $1.9 billion, is
well ahead of schedule.

The government accepted Recommendation 40 from the Committee’s Report on the
2007-08 Budget Estimates that it increase the level of reporting on the
implementation and effectiveness of the Victorian Schools Plan to the Parliament.
The Committee anticipates this occurring in the departmental annual report.

In 2007, Victorian students performed above the national average in reading,
writing and numeracy, thereby clearly meeting the GVT goal of achieving an
average or better performance by Victorian primary students against national
benchmarks.

In 2006, Victoria’s year 3 and 5 students performed better than their 2007
counterparts in writing and numeracy. Students improved their performance in
reading from 2006 to 2007. These changes were within normal statistical variations.

The success of the Literacy Improvement Teams Initiative is evident in the
increased achievements in reading by years 3 and 5 students.

A comparison of student results over the last three years reveals significant
variations to recording of reading, writing and numeracy performance for
indigenous students. The Committee recommends that the reasons for such
variations be researched.

A 2008 Auditor-General’s report was critical of the government’s implementation
of HealthSMART. However, the extended deadline to 2009 is set to be achieved due
to the rebaselining of clinical systems from the core implementation. DHS needs to
provide clarification on the timeline and budget for the rebaselined clinical systems.
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14.1 Introduction

In considering the budget estimates the Committee asked a total of 88 questions pertaining to the
Quality Health and Education vision of the Growing Victoria Together (GVT) initiative. This
represented 17.4 per cent of all questions asked in the budget estimates hearings.

The answers provided at the estimates hearings were recorded in Hansard and the transcripts of
evidence were contained in Appendix 1 of the Report on the 2008-09 Budget Estimates — Part One
and in Appendix 1 of the Report on the 2008-09 Budget Estimates — Part Two.

This chapter sets out an analysis of several key issues canvassed by the Committee at the budget
estimates hearings relating to the Quality Health and Education vision of Growing Victoria
Together.

14.2 The Victorian Schools Plan

The Victorian Schools Plan was announced by the government in November 2006 prior to the
2006 State election. The Victorian Schools Plan falls within the Building Futures program which
oversees all government investment in education.

The plan commits the government to rebuilding or modernising every Victorian Government
school by 2016 and includes:*°

o the replacement of relocatable buildings in rural schools with permanent buildings;
o the purchase of new land for schools; and
e the building of 20 new schools in Melbourne’s growth corridors.

In addition to these new schools a small number of specialist new schools including two selective
entry academic schools, a science school, a sports school and three specialist science and maths
centres will be built.!

The focus of the plan is to achieve improved education outcomes through improvements to school
buildings and facilities. The process of selecting schools for modernisation therefore includes an
education feasibility study linking material improvements to demonstrable education outcomes.??

The 2007-08 Budget confirmed the government’s $1.9 billion commitment to the Victorian
Schools Plan over ten years, with the provision of $555 million for new and renewed schools over
the four years from 2007-08 to 2010-11. The 2008-09 Budget allocation for the Victorian Schools
Plan is a total estimated investment (TEI) of $592 million over the next three years.®®* The
Victorian Government has allocated a total of $1.15 billion for the Victorian Schools Plan up to
2011.

The Committee noted that on a pro rata basis, expenditure to date is commendably well ahead of
schedule.

250 Department of Treasury and Finance, Budget Paper No.3, 2008-09 Service Delivery, pp.284, 306, 308
L ibid., pp.284, 306, 308; and
The Victorian Schools Plan, 2006 Election Policy Announcement, p.1
22 Public Accounts and Estimates Committee, Report on the 2008-09 Budget Estimates, Part One,
Appendix 3.2
%% Budget Paper No.3, 2008-09 Service Delivery, p.25
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14.2.1 Government action

The Government has placed a large emphasis on the Victorian Schools Plan contributing to
improved educational outcomes for students as a corollary to improvements to school building
infrastructure.

The Department of Education and Early Childhood Development reiterated in its response to the
Committee’s 2008-09 Budget Estimates questionnaire that Victorian Schools Plan funding is
dependent on material improvements having a link to improved education outcomes for students.?*

During the budget estimates hearings the Minister for Education stated that in determining which
schools receive funding there is a:**®

“very comprehensive evaluation of schools to identify their eligibility for the
Building Futures program. We have a published framework that schools know
about, which they need to work within as part of the Building Futures process.

We offer a lot of support for schools as they go through this Building Futures
program. We brief principals, we give them written feedback”.

It is evident to the Committee that within the implementation process of the Victorian Schools
Plan, there are guidelines and measures for evaluating the link between material improvements and
educational outcomes for students.

In its report on the 2007-08 Budget Estimates, Part 3 the Committee recommended that a reporting
regime for informing the Parliament could be readily generated from within the existing process.
The Government response accepted the Committee’s recommendation in principle and the
Committee considers that the plan to review the level of reporting is a constructive initial response.

The department advised the Committee, regarding external reporting on the implementation of the
plan, that it has identified two pre-existing reporting mechanisms. These are:**®

e Chapter 4 — Election Commitments Implementation Report Card which provides a breakdown
of the funding allocation within the Victorian Schools Plan; and

e the Public Sector Asset Investment Program — Budget Information Paper No.1.

However, the Committee considers that this pre-existing information regarding approved funding
and expenditure does not address the Committee’s focus on the effectiveness of the Victorian
Schools Plan to deliver intended educational outcomes.

The Committee believes that there is scope for the department to improve reporting on the
correlation between funding provided through the plan and the resultant educational outcomes in
its annual report to Parliament.

Recommendation 25: The Department of Education and Early Childhood
Development include in its annual report a comparative
assessment of educational outcomes prior to and
following the implementation of initiatives within the
Victorian Schools Plan.

254 Report on the 2008-09 Budget Estimates Part One, Appendix 3.2, p.17

25 Ms B Pike MP, Minister for Education, 2008-09 Budget Estimates hearing, transcript of evidence, 14 May 2008,
p.19

256 Budget Paper No.3, 2008-09 Service Delivery, p.284
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14.2.2 Continuing implementation of the Victorian School Plan

The 2008-09 Budget allocation for the Victorian Schools Plan is a total estimated investment (TEI)
of $592 million over the next three years. Of this allocation, $236 million will be spent on asset
initiatives in 2008-09. These asset initiatives include:*’

e $64.1 million for school modernisation;

e a further $35 million funding through the Better Schools Today Program for the modernisation
of up to 70 schools;

e $33.6 million for new schools through the Partnerships Victoria program;

e $10 million to begin the building of two select entry co-educational schools in the South-East
and Northern growth areas;

e $30 million to purchase land for new schools; and
e $11.5 million for new schools in growth areas.

The current Victorian Schools Plan is now in its second year. With each successive year of the
plan, the available data on outcomes in educational standards will increase. The Committee
considers that an evaluation of this information will provide insightful direction for the future
implementation of the program.

The Committee recommends that:

Recommendation 26: The Department of Education and Early Childhood
Development inform the Parliament of its evaluation of
education outcomes resulting from the Victorian Schools
Plan implementation.

14.3 Improving the reading, writing and numeracy skills of
Victorian students

The government has recognised the importance of education, both to an individual’s development
and the broader economic and social progress of Victoria.?® Fundamental to educational outcomes
are reading, writing and numeracy skills. The government has identified that the early years of
schooling is the stage where these essential skills are developed and the foundation is laid for
ongoing progress in education.?*

14.3.1 Aiming for above average outcomes for Victorian students

The Growing Victoria Together vision has made the achievement of an average or better
performance by Victorian primary students against the national benchmark in reading, writing and
numeracy a key measure of the government’s education policy.”® Specific measures in years three
and five are in addition to the broad outcomes relating to education programs and curriculum.

In 2007, Victorian students performed above the national average at all levels and in all three
categories: reading, writing and numeracy. The 2008-09 Budget has outlined the targets for
reading and numeracy to measure the success of the government’s vision for quality education.

27 Budget Paper No.3, 2008-09 Service Delivery, p.306

258 Victorian Budget Overview: Taking Action for our suburbs and our regions (2008-09), p.18
29 Budget Paper No.3, 2008-09 Service Delivery, p.68

260 ibid., p.65
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The targets outlined by the government in the 2008-09 Budget were released prior to the
2007 reading, writing and numeracy results being published.

The government has formulated Literacy Improvement Teams to provide expert advice and
assistance on classroom programs, individual mentoring for teachers and to develop intervention
support materials. The Literacy Improvement Teams target schools where standards in reading and
writing are falling below the government’s benchmark objectives.?*

The total allocated funding for early years schooling in 2008-09 is $2.35 billion. The government
has made a specific allocation of $22.1 million funding over three years to continue the Literacy
Improvement Teams Initiative.

The department identified the budget break down over the next three years as $3.7 million for the
first six months in 2009, followed by $7.4 million for each of the subsequent fiscal years and
another $3.7 million in the last six months of 2011.%*

The department is also funding a two year evaluation of the Literacy Improvement Teams Initiative
that concludes at the end of 2008. The evaluation is being undertaken by the Australian Council
for Education Research (ACER).

Table 14.1 Selected key performance measures
pertaining to the average Victorian performance
in reading and numeracy.

Performance measures 2008-09 | National Victoria average
Target® | Average
2007 2007 2006 2005
(%) (%) (%) (%) (%)
Percentage of Year 3 students reaching national 92 93.4 93.6 915 91.7

benchmarks in reading

Percentage of Year 3 students reaching national 95 93.2 95.0 95.9 95.5
benchmarks in numeracy

Percentage of Year 3 students reaching national na 93.0 94.1 96.6 97.5
benchmarks in writing

Percentage of Year 5 students reaching national 92 89.2 914 89.9 88.7
benchmarks in reading

Percentage of Year 5 students reaching national 95 89.0 915 94.9 95.4
benchmarks in numeracy

Percentage of Year 5 students reaching national na 94.1 96.0 97.6 97.4
benchmarks in writing

Note: (a) actual time frame is the 2008 calendar year

Source: Budget Paper No.3, 2008-09 Service Delivery, p.68-70;
National Report on Schooling in Australia 2007: Preliminary Paper, p.5-7, 17-19
National Report on Schooling in Australia 2006: Preliminary Paper, p.5-7, 16-18
National Report on Schooling in Australia 2005: Preliminary Paper, p.5-7, 14-16

261 Department of Education and Early Childhood Development, Fact Sheet, viewed 22 September 2008,

http://www.education.vic.gov.au/about/publications/budget/O6literacy.htm
262 Budget Paper No.3, 2008-09 Service Delivery, p.302
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While Victoria’s year 3 and 5 students exceeded the national benchmark in 2007 in all categories,
in some categories results were lower than the preceding year. In 2006, Victoria’s year 3 and
year 5 students performed better than their 2007 counterparts in four out of six categories. Only in
reading did students improve their performance from 2006 to 2007. These variations are, however,
not statistically significant for the general population.

Consideration of the recently released 2007 data, points to a need for the government to revise
some of its targets for the 2009 school year.

The three year perspective taken in Table 14.1 indicates variable performance in reading, writing
and numeracy skills. There has only been three years of consecutive improvement against the
national benchmark in one area, the reading level of year 5 students. While the changes in
performance in the general population are within normal statistical variations, the Committee
suggests that the Department keep these performance results under close review to determine
long-term trends

Improvements in the percentage of years 3 and year 5 students points to the success of the Literacy
Improvement Teams Initiative. The completion of the ACER study of the initiative will provide an
evaluation of the Literacy Improvement Teams. Analysis of this report will provide direction for
improving the teams and potential further increases in the numbers of students reading at the
national benchmark.
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14.3.2 Indigenous students

The reading, writing and numeracy targets for indigenous students are lower than the targets for all
Victorian students. While this disparity reflects the average lower educational outcomes being
achieved by Indigenous students, it also highlights the need for further educational support for
Victorian indigenous students. Table 14.2 identifies the targets for 2008-09 and related
performance for the past three years.

Table 14.2 Selected key performance measures
pertaining to the average performance
of Indigenous Victorians in reading, and writing numeracy.

Performance measures 2008-09 | National Victoria average
Target® | Average
2007 2007 2006 2005
(%) (%) (%) (%) (%)
Percentage of Year 3 Indigenous students 74 80.7 86.1 81.5 83.6

reaching national benchmarks in reading

Percentage of Year 3 Indigenous students 82 78.8 88.5 90.7 91.8
reaching national benchmarks in numeracy

Percentage of Year 3 Indigenous students na 76.6 86.1 91.8 98.6
reaching national benchmarks in writing

Percentage of Year 5 Indigenous students 75 67.6 79.9 69.7 73.7
reaching national benchmarks in reading

Percentage of Year 5 Indigenous students 85 65.5 75.4 84.4 89.5
reaching national benchmarks in numeracy

Percentage of Year 5 Indigenous students na 79.5 89.6 93.5 95.8
reaching national benchmarks in writing

Note: (a) actual time frame is the 2008 calendar year

Source: Budget Paper No.3, 2008-09 Service Delivery, p.68-70;
National Report on Schooling in Australia 2007: Preliminary Paper, p.5-7, 17-19
National Report on Schooling in Australia 2006: Preliminary Paper, p.5-7, 16-18
National Report on Schooling in Australia 2005: Preliminary Paper, p.5-7, 14-16

There has been minor decline in the three years from 2005 to 2007 in four out of the six
performance measures that relate to indigenous students. However, performance is higher than the
national average in every indicator.

Table 14.2 also reveals wide variations in the performance of Indigenous students from year to
year and between indicators. For example:

o the percentage of students reaching year 5 benchmarks in reading fell from 73.7 per cent in
2005 to 69.7 per cent in 2006, before jumping up to 79.9 per cent in 2007; and

e in 2007, only 75.4 per cent of students achieved the year five benchmark in numeracy, while
89.6 per cent achieved the year five benchmark in writing.

The Committee would like the Government to undertake further research to determine the causes
of such variations, which can be used to further tailor programs to help Indigenous students
achieve their maximum capabilities.
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Recommendation 27: The Department of Education and Early Childhood
Development examine the reasons behind the significant
variations in the performance of Indigenous students
across the three benchmarks: reading, writing and
numeracy.

The disparity between indigenous students and the Victorian average is evident from
tables 14.1 and 14.2. However, it should be noted that Victoria is outperforming the national
average for both Indigenous and non-Indigenous students.

The government acknowledges that equivalent outcomes for Indigenous and non-Indigenous
students have not flowed from its reform agenda, Blueprint for Government Schools. In response
the government developed the Wannik: Learning Together — Journey to Our Future, Indigenous
education strategy. The strategy, which is in being undertaken in collaboration with the Victorian
Aboriginal Education Association Incorporated, identifies that: %3

*“... the needs of Koorie young people in many instances have not been adequately
addressed within our school system. A consequence of this is that the full strength
of the Government’s reform program has not had a significant impact on outcomes
for these young people.”

While not all of the government’s stated targets in the 2008-09 Budget reflect the actual
differences evident in national benchmark testing, the Committee believes that the differences
highlight the need for the government to work towards reducing the gap in education outcomes for
Indigenous students.

The 2008 Wannik strategy identifies the following areas for supporting Indigenous students
improve their reading, writing and numeracy skills: %

e providing accelerated literacy and numeracy support based on best-practice models to Koorie
students who are behind expected levels of achievement;

¢ employing additional literacy specialists to work in schools with high numbers of Koorie
students, building on the already successful Literacy Improvement Teams Initiative;

e providing seeding grants to all regions to innovate and share effective practice in literacy and
numeracy; and

e developing literacy programs that recognise the importance of code switching between Koorie
English and Standard Australian English.

The performance identified by government indicates that greater help is needed in writing and
numeracy, both to reverse the declining results achieved by Indigenous students and to close the
gap to the Victorian average.

The government has allocated resources to support the learning outcomes for indigenous students
within the education system. The 2008-09 Budget allocates $25 million over the next five years to
enhance programs to deliver improved educational outcomes for indigenous students through
employment of literacy specialists.

The Committee recognises the importance of developing educational strategies to assist Indigenous
students to improve their reading, writing and numeracy skills. A concurrent medium to long-term
goal for the government should be closing the gap between the number of Indigenous students
reaching both the national benchmark and the Victorian average. The Growing Victoria Together
vision requires that this goal be realised.

263 Wannik: Learning Together — Journey to Our Future, Victorian Education Strategy for Koorie Students, 2008,

p.7
264 ibid., p.16
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Recommendation 28: The Department of Education and Early Childhood
Development report on the effectiveness of the Wannik:
Learning Together — Journey to Our Future strategy in
improving writing, reading and numeracy skills for
Indigenous students and use this information to refine
the strategy.

14.4 Implementation of HealthSMART

HealthSMART is the Victorian Government’s new information and communication technology
(ICT) system which will interlink Victoria’s public health care providers. HealthSMART is
coordinated by the Office of Health Information Systems (OHIS) within the Department of Human
Services (DHS).2®

HealthSMART involves central health services, rural ICT alliances and community-based health
providers across the state. The aim of the program is to improve patient care, reduce the
administrative burden for health care professionals and lower the costs associated with updating
technical infrastructure within the public health care system by adopting a more standardised
approach.*®

The Committee noted that the delay in implementing HealthSMART has meant that in some
instances there is already a need to replace equipment, before the completed implementation of the
HealthSMART system. At the budget estimates hearings, the Committee was advised that
information technology (IT) equipment has a three to four year life. HealthSMART is expected to
have a life of 10 years or more and therefore updating IT equipment “will be an ongoing issue for
health services over the life of the program .2’

The Committee has been informed by the department that the delivery timeline for HealthSMART
has been extended from 2007 to June 2009. This extended delivery date, however, excludes
delivery of the clinical systems element of the program. The schedule for implementing the
clinical systems has not yet been rescheduled.”*®

The complexity of the project and the amount of preparatory work needed has been cited by the
Department as a primary reason for the need to extend the implementation timeline from four to six
years, out to an expected completion date of 2009. Another reason cited by the department is
operational and financial limitations on the readiness of health services to participate.*®®

14.4.1 HealthSMART Funding

HealthSMART was originally a $323.4 million, four year program to be completed in 2007. This
funding was sourced from a re-allocation of previously approved DHS funds ($112 million), new
funds ($138.5 million), and agency contributions (equivalent to $72.9 million).?”

265 HealthSMART Implementation Driver’s Guide, Version 5, July 2007, p.4

266 About the HealthSMART program, viewed 28 August 2008, http://www.health.vic.gov.au/healthsmart/strat.htm
267 Mr L Wallace, Executive Director, Metropolitan Health and Aged-care Services, 2008-09 Budget Estimates
hearing, transcript of evidence, 13 May 2008, p.25

Department of Human Services: Response to the 2008-09 Budget Estimates Questionnaire — additional
information sought by the Committee, Appendix 3

29 jbid.

270 Delivering HealthSMART - Victoria’s whole-of-health ICT strategy, Auditor-Generals report, April 2008, p.18

268
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In 2006, this budget was reduced to $310.7 million, on the recommendation of the OHIS board.?™
This adjustment included an increased DHS contribution of $34.8 million which offset a
$47.5 million decrease in agency contributions. This adjustment was made to address the inability
of agencies to meet the contributions expected by DHS.?"

The department advised the Committee that as at June 2008, $219.8 million has been spent on the
HealthSMART Program. At the end of 2007, $184 million had been spent with only 24 per cent of
the expected program deliverables having been implemented. This equated to 19 operational
components from a planned total of 78. The Finance and Materials Management Systems (FMIS)
component was closest to completion, with only three of 11 recipient agencies still in the
implementation phase.?*

While there has been some need identified to reallocate the funding for HealthSMART it is
predicted that the program will be delivered under budget. This forecast, however, now omits the
unbudgeted implementation of the clinical systems component of the HealthSMART system.

The cost of infrastructure maintenance was originally to be borne by agencies but this was
reallocated to DHS in 2006. However, the budget adjustment that reduced the contribution of
agencies was, in part, achieved by shifting responsibility for the maintenance of information
technology infrastructure from agencies to DHS.#*

The $103.9 million allocated to HealthSMART for the next four years in the 2008-09 Budget is for
operational expenses and will not contribute towards the development costs associated with the
system.

The Committee was advised at the budget estimates hearings that the $103.9 million for
HealthSMART in the 2008-09 Budget was divided into $77 million over four years for operating
the HealthSMART system and $26.8 million over four years for updating system infrastructure.?*

Recommendation 29: The Department of Human Services provide Parliament
with a cost forecast for the maintenance and
replacement of the IT infrastructure over the life of the
HealthSMART system.

2 ibid., p.27
272 ibid., p.30
218 ibid., pp.5, 30, 23.
274 ibid., p.17

215 Mr L Wallace, Executive Director, Metropolitan Health and Aged-care Services, 2008-09 Budget Estimates

hearing, transcript of evidence, 13 May 2008, p.25
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14.4.2  Delivering HealthSMART — Auditor-General’s report

In April 2008 the Victorian Auditor-General’s Office released the report, Delivering HealthSMART
— Victoria’s whole-of-health ICT strategy. The report identified that the implementation of
HealthSMART was not meeting anticipated timelines or budget estimates. The report found:

o the original timeline was to ambitious;

e HealthSMART will not be delivered by the extended implementation date in 2009;
o clinical systems with the most to benefit from HealthSMART are most at risk; and
o there is no reliable method for estimating or monitoring agency expenses.

The Auditor-General’s report made recommendations regarding processes for timing, funding and
assistance to agencies including:*’®

o work with agencies to define a standard method to record agency costs related to
HealthSMART;

e monitor, in collaboration with health agencies, agency costs for HealthSMART and report
them to the Board of Health Information Systems;

e The Department of Treasury and Finance (DTF) and DHS should work with the Victorian
Public Health System (VPHS) implementing agencies to develop an evidence-based business
case, in line with current better practice guidance, to better assure the effective delivery of the
incomplete components of HealthSMART; and

e DHS should adopt a whole-of-life asset management approach to ICT investment in the VPHS,
so that agencies are able to both address obsolescence and to develop, as appropriate, their ICT
capabilities and infrastructure with more certainty than the current funding models allow.

The transparency of the funding contribution from agencies was raised as a significant unknown by
the Auditor-General. The result being that; 2"’

“... extra, unforeseen components of the system roll-out are leading to higher than
expected capital and recurrent costs for agencies, which is causing funding
pressures, and hence approval delay.”

DHS stated in the Victorian Auditor-General’s Office report that it is addressing the issue of
agency funding, adopting a standardised model to estimate and manage implementation funding
and supports the Auditor-General’s assessment that this process be completed as a matter of
urgency.?®

The Committee understands that HealthSMART will now be delivered by the revised time line of
2009; however, it is concerned that this has been achieved through the exclusion of the clinical
systems from the timed deliverables.?®

276 Delivering HealthSMART — Victoria’s whole-of-health ICT strategy, Auditor-Generals report, April 2008,

pp.3-4,6,7,9
21 ibid. p.29
218 Delivering HealthSMART - Victoria’s whole-of-health ICT strategy, Auditor-Generals report, April 2008, p.29
219 Department of Human Services: Response to the 2008-09 Budget Estimates Questionnaire — additional
information sought by the Committee, Appendix 3
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14.4.3 Clinical Systems

Clinical systems, which include patient tests, delivery of results, medical prescriptions and
associated administration, form 30 per cent of HealthSMART.

The expected outcomes of the HealthSMART clinical systems include:*°

e reduced medication errors;

e reduced pathology and radiology tests;

e reduced clinician administrative tasks, resulting in more time spent with patients;
e improvements in turnaround times for medication orders;

e increased use of less expensive drugs and tests;

e reduced delays in patient discharge from speedy availability of test results; and

e areduction in additional bed-days associated with adverse events.

It is expected that these will deliver both improved patient care and reductions in health system
costs.

The department has acknowledged that the implementation of clinical systems has been delayed®!
and the Auditor-General’s report has identified that the lack of business case for state-wide clinical
systems had been a key planning flaw.?®2 The present on-time delivery of HealthSMART
implementation during 2009 no longer includes the clinical systems which have been ‘rebaselined’
for completion beyond June 2009. The Committee has been told by the department that
“implementation work will now commence at three of the lead health services™.*®

The OHIS has not released details of the post 2009 delivery of clinical systems. It is unclear
whether the remaining $63 million within the OHIS budget will be sufficient to fund the delivery
of clinical systems beyond June 2009.%#

The Committee is concerned over the lack of information on the rebaselined clinical system in
terms of budget and timelines. It is not clear to the Committee if the system has now been
separated out from HealthSMART into a separate program that is being redeveloped, or whether
the original program is being maintained as part of HealthSMART, but being revamped. Urgent
clarification as to the status, scope, budget and implementation timeline for the clinical systems
needs to be provided by DHS.

Recommendation 30: The Department of Human Services provide a detailed
timeline and budget for the implementation of the
rebaselined clinical systems.

zz? Delivering HealthSMART — Victoria’s whole-of-health ICT strategy, Auditor-Generals report, April 2008, p.39
ibid.

282 ibid. p.5

283 Department of Human Services: Response to the 2008-09 Budget Estimates Questionnaire — additional
information sought by the Committee, p.6

284 Delivering HealthSMART - Victoria’s whole-of-health ICT strategy, Auditor-Generals report, April 2008, p.28
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Key findings of the Committee:

151

15.2

15.3

154

155

15.6

15.7

15.8

15.9

Climate change is likely to have a direct long-term effect on agricultural production
and the productivity of livestock industries, nature-resource based tourism and
water supply infrastructure requirements.

The 2008-09 Budget identified $202.8 million to be spent over six years to develop
and demonstrate specific energy technologies that aim to reduce Victoria’s carbon
footprint. The Committee noted that 75.3 per cent of this investment is scheduled to
fall outside the four year forward estimates period and it has recommended that
where this happens, a more detailed explanation should be provided.

Subsequent to the 2007-08 Budget, the government announced a $4.9 billion
investment to secure water supplies for the State. While a significant proportion of
this investment will be met by customer charges, the 2007-08 Budget update and the
2008-09 Budget provide $864 million in government funding for these programs.

The Committee has made recommendations to enhance accountability via improved
budget paper reporting of significant water projects.

The 2008-09 Budget also provides:

e $51.8 million to assist regional and rural communities and low income families
and households to deal with the impacts of climate change;

e $20.5 million investment in climate change planning and research; and
e $121 million to preserve the State’s natural resources.

As at June 2008, the present value cost of the Channel Deepening Project is
anticipated to be $754.1 million, excluding sunk costs. The base-line benefit-cost
ratio is estimated at 2.7.

The two revisions in February 2007 and June 2008 were necessitated to update
changed assumptions to the 2004 study.

The State Government has committed $150.0 million in the 2008-09 Budget (funds
were allocated in 2007-08) to enable port users to harness the full effects and
benefits of the channel deepening project.

Aside from the $150 million State Government contribution, the Port of Melbourne
Corporation will meet the net costs associated with the project. These costs will be
recovered over time under a user pays system that will be applied to all vessels that
enter Port Phillip Heads with a draught exceeding the port’s existing 12.1 metres.
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15.10  The Port of Melbourne Corporation, the Victorian Government and the Federal
Government successfully defended two court actions relating to the Channel
Deepening Project in January and February 2008. The costs of the legal services
incurred by the Port of Melbourne Corporation and the Victorian Government will
be met by those organisations under a cost sharing agreement. The Committee has
recommended that these costs be reported to Parliament in full.

15.11  Since 2003-04, the Government has invested a total of $77.9 million to preserve
Victoria’s native flora and fauna and reduce the damage caused by weeds and pests
to farms and the natural environment.

15.12  The 2008-09 Budget identified $205 million in funding to support the delivery of the
Future Farming Strategy, with $20 million allocated over four years to tackle
invasive weeds and pests in the state.

15.13  While the main responsibility for weed and pest control in Victoria is divided
between the Department of Primary Industries and the Department of
Sustainability and Environment, there are a number of other agencies, such as local
government and catchment management authorities, that play important roles. The
Committee believes that the responsible department should clearly identify the roles
and responsibilities of all agencies and departments.

15.1 Introduction

In considering the budget estimates, the Committee asked a total of 54 questions pertaining to the
Healthy Environment vision of the Growing Victoria Together initiative. This represented
10.7 per cent of all questions asked in the budget estimates hearings.

The answers provided at the estimates hearings were recorded in Hansard and the transcripts of
evidence were contained in Appendix 1 of the Report on the 2008-09 Budget Estimates — Part One
and in Appendix 1 of the Report on the 2008-09 Budget Estimates — Part Two.

This chapter sets out an analysis of several key issues canvassed by the Committee at the budget
estimates hearings relating to the Healthy Environment vision of Growing Victoria Together.

15.2 The impact of Climate Change on the formulation of the
budget

A CSIRO report released in early 2008 indicated that Australia is one of the many global regions
experiencing significant climate change as a result of global emissions of greenhouse gases from
human activities. The report indicated that where the average surface air temperature of Australia
increased by 0.7 °C over the past century, even if all greenhouse gas emissions ceased today, the
Earth would still be committed to an additional warming of 0.2 — 1.0 °C by the end of the
century.®

285 Australian Climate Change Science Programme, Climate Change in Australia — Observed Changes and

Projections, October 2007.

208




Chapter 15 — Healthy environment

The Garnaut Climate Change Review, commissioned by Australia's Commonwealth, state and
territory governments to examine the impacts, challenges and opportunities of climate change for
Australia released a Draft Report on 4 July 2008. This report indicated that climate change is likely
to have a direct long-term effect on agricultural production and the productivity of livestock
industries, nature-resource based tourism and water supply infrastructure requirements.*®

The 2008-09 Budget identified that climate change is of critical importance to the future of
Victoria as a liveable, productive and sustainable place. It outlined targets set by the government to
reduce greenhouse gas emissions, both within the public sector and across the state as a whole, and
established five key areas of action to tackle climate change, specifically:*

e positioning Victoria as a leader in new energy technologies;
e reducing greenhouse gas emissions from households;

¢ adapting to climate change;

e securing our water supplies; and

e preserving our natural resources.

The following sections will look at each of these actions, while the impact of climate change on
regional Victoria is discussed in more detail in chapter eight.

15.2.1 Positioning Victoria as a leader in new energy technologies

More than ten per cent of Australia’s greenhouse gas emissions arise from the use of brown coal
for electricity generation in Victoria. It is estimated that in Victoria, greenhouse gases arising from
the use of brown coal are equivalent to the greenhouse gases produced by all other sources in the
state combined. Brown coal is used to produce around 85.0 per cent of the electricity used by
Victoria each year and the low-cost electricity produced using brown coal is a major component of
Victoria’s competitive advantage.”®

The Government’s Energy Technology Innovation Strategy was established in 2005 to develop
over time a sustainable energy sector, and to drive improvements in energy efficiency and facilitate
investment in sustainable energy supply sources to support the continuing competitiveness of
Victoria's industrial base.

In light of the government’s target to reduce greenhouse gas emissions in Victoria by 60.0 per cent
of the levels in the year 2000 by 2050, the 2008-09 Budget identified $202.8 million to develop
and demonstrate specific energy technologies that aim to reduce Victoria’s carbon footprint. The
bulk of this funding ($182.0 million) was allocated to the Energy Technology Innovation Strategy.
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2o Commonwealth of Australia, Garnaut Climate Change Review Draft Report, June 2008, Chapter 7

Department of Treasury and Finance, Victorian Budget Overview — Taking action for our suburbs and regions,
pp.30-31.

288 Department of Primary Industries, sighted at www.dpi.vic.gov.au on 25 August 2008.
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This new six year funding will contribute towards the development of a large scale,
pre-commercial carbon capture and storage demonstration project ($110.0 million towards a
$127.4 million project) and the development of large scale sustainable energy demonstration
projects that aim to position Victoria as a world leader in the fight against climate change
($72.0 million).>®

The Committee notes that $137.0 million (75.3 per cent) of the $182.0 million funding committed
to these two major projects, is scheduled to occur in 2012-13 and 2013-14. The Committee would
appreciate a more detailed explanation of the phasing of expenditure under these projects.?®

Recommendation 31: A more detailed explanation of the phasing of
expenditure for new energy technology projects should
be provided to parliament.

15.2.2 Reducing greenhouse gas emissions from households

Since June 2002, the government has released a series of action plan and strategy documents to
tackle greenhouse gas emission in the state namely: the Victorian Greenhouse Strategy announced
in 2002, the Victorian Greenhouse Strategy Action Plan Update (2005), and Our Environment,
Our Future: Sustainability Action Statement 2006.

Helping Victorians to reduce their everyday greenhouse gas emissions has been a key feature of
these plans including:**

e 5-Star building standard for new homes;

e solar hot water rebates;

e consumer standards and labelling on energy efficient appliances;
e water efficient shower roses;

e advanced electricity metering;

¢ high efficiency gas heater rebates; and

¢ high efficiency gas hot water rebates.

289 Department of Treasury and Finance, Victorian Budget Overview — Taking action for our suburbs and regions,

p.31.
Department of Treasury and Finance, Budget Paper No.3 Service Delivery, p.290.
Department of Sustainability and Environment, Sighted at www.climatechange.vic.gov.au on 25 August 2008.
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The 2008-09 Budget commits the government to a further $58.1 million which focuses on
providing assistance to regional and rural communities ($33 million) and to low income families
and households ($20.1 million). Projects include:**

e $33 million over four years, commencing in 2007-08, for solar hot water rebates for residents
in regional and rural areas of up to $2,500 for the installation of a solar hot water unit. Funding
is also provided for training and on-going professional development for 1,400 plumbers and an
e-Learning program to provide on-going professional development to assist with installations;

e $12 million over five years for the Home Wise Program (formerly the Capital Grant Scheme),
which assists households in hardship to repair or replace an essential appliance, fixture or
fitting. The additional funding will permit applicants to seek assistance twice within a 10 year
period and enable large families with a concession card to offset the cost of installing ceiling
insulation; and

e $4.1 million over two years for an extension of the low income home retrofit program for low
income households and social homes.

The budget also provides a further $5 million to continue the Black Balloons campaign to raise
public awareness of climate change issues. These investments relate to: #*

o the Department of Sustainability and Environment’s Environmental Policy and Climate
Change output; and

o the Department of Human Services’ Energy, Water and Municipal Rates Concessions output.

The Committee is encouraged to note the ongoing recognition in recent budgets of the hardships
placed on communities by climate change and drought-related concerns. It would encourage the
government to continue to examine the impacts of achieving carbon emission targets on
communities and to act on their findings to provide ongoing support to these groups (see also
chapter 10 on concessions).

15.2.3 Adapting to Climate Change

At the same time as taking actions to minimise the future impact of climate change, the
government has acknowledged that we must prepare to live in a changed climate. This may involve
adjusting behaviour, infrastructure and the design and delivery of social services to best manage
and prepare our natural assets to lessen the impacts of climate change.®*

292 Department of Treasury and Finance, Budget Paper No.3 Service Delivery, p.29

293 thi
ibid., p.297.
204 Department of Sustainability and Environment, Sighted at www.climatechange.vic.gov.au on 25 August 2008.
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Since the release of the 2007-08 Budget, the Victorian government has taken a number of steps to
ensure that it has the required knowledge and understanding of the specific risks posed by climate
change to the state, to enable it to take effective and timely action to address these risks,
specifically:**

e Future Coasts, August 2007 - A project to assess the vulnerability of Victoria's coastal zones
to climate change;

e Memorandum of Understanding with the Clinton Foundation, April 2008 - The Victorian
Government and the US-based William J. Clinton Foundation signed a landmark agreement to
investigate further opportunities for large-scale clean energy projects and new vehicle
technologies including hybrid buses and energy efficient street lighting; and

e Climate Change Summit, April 2008 - Victoria’s climate change summit called together 100
delegates from a broad cross section of the Victorian community to share their views on
climate change. After the summit, a discussion paper was released for community consultation
that will feed into the Land and Biodiversity at a Time of Climate Change Green Paper, to be
released later this year.

The 2008-09 Budget identified a further $20.5 million investment in climate change planning and
research, including $9.9 million to enhance effect modelling in Future Coasts, $5 million to
establish a Climate Change Adaptation Centre, $2.0 million to develop a sustainable transport
policy and $3.6 million to develop the White Paper on Land and Biodiversity at a Time of Climate
Change.

The Committee notes that the timeframe for delivery of the White Paper on Land and Biodiversity
at a Time of Climate Change has stretched out from the original estimate of 2008*° to mid 2009
and encourages the Government to take all necessary steps to ensure that this project is delivered
within the revised timeframe®’.

15.2.4  Securing our Water Supplies

Following the lowest recorded inflows to our water storages in 2006, the Government launched its
$4.9 billion water plan in June 2007. Our Water Our Future—The Next Stage of the Government’s
Water Plan identified the major actions set out in table 15.1.2%

2% Department of Sustainability and Environment, Sighted at www.climatechange.vic.gov.au on 25 August 2008.

2% Department of Sustainability and Environment, Our Environment Our Future — Sustainability Action Statement,

July 2006, p.37

Department of Sustainability and Environment, Sighted at www.climatechange.vic.gov.au on 25 August 2008.

298 Department of Sustainability and Environment, Our Water Our Future—The Next Stage of the Government’s
Water Plan, June 2007, p.3
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It should be noted that a significant portion of the $4.9 billion investment is being delivered outside
the budget. As such, only the direct state investment portions appear in the budget papers.

The Committee is concerned that the nature of the funding arrangements (i.e. where the money for
each project comes from) for major projects be clearly identified. Partial recording of project costs
has the potential to lead to confusion in relation to total costs and agency responsibilities. The
Committee appreciates that the Government does provide an update of these projects separately.**
This information should also be conveyed in the budget papers to further aid clarity and
understanding.

Recommendation 32: The Department of Treasury and Finance ensure that
major projects such as Our Water Our Future, The Next
Stage of the Government’s Water Plan, the Victorian
Schools Plan and Meeting Our Transport Challenges
are represented within the budget papers in a clear and
consistent manner. Information about the investment in,
and progress of, such projects should be easy to identify
and understand.

The 2007-08 Budget update confirmed the government’s investment in Modernising Victoria’s
Food Bowl, the Geelong-Melbourne Pipeline and the Hamilton Pipeline as detailed in table 15.1,
while also providing a further $99 million to enable the Wimmera-Mallee Pipeline project to be
fast-tracked to be completed in 2009-10.%

15.2.5 Preserving our natural resources

The 2008-09 Budget provides $110 million over five years to the Natural Resources Investment
Program (NRIP) and $11 million to enhance Victoria’s parks and reserves.

The NRIP will fund projects that address key environmental issues including:
e species and habitat loss;

¢ salinity and water quality;

e productive and sustainable landscapes; and

e climate change.

These natural resource management projects will be undertaken in conjunction with catchment
management authorities and regional communities.*®* This funding is provided to replace and
integrate the previous National Action Plan and Natural Heritage Trust Phase 2 programs.

The Minister for Environment and Climate Change indicated to the Committee during the estimates
hearings, that the funding is to match Commonwealth funding to provide certainty for the program
going forward in a contested environment for access to Commonwealth funds.

The Committee notes that the budget papers simply advise that these funds will be distributed
evenly over the five years and it looks forward to receiving future information on project specific
funding allocations, milestones and performance targets.

299 Department of Sustainability and Environment, Our Water Our Future The Next Stage of the Government’s

Water Plan, Progress Report, June 2008. See also, www.ourwater.vic.gov.au

Department of Treasury and Finance, 2007-08 Budget Update, p.129

Department of Treasury and Finance, Budget Paper No.3 Service Delivery, p.27
Department of Treasury and Finance, 2008-09 Budget Paper No.3 Service Delivery, p.352
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15.3 Review of anticipated expenditure on the channel
deepening project, including legal costs borne by the state
in relation to the project

15.3.1 Background

The Port of Melbourne is the most important port in Victoria and one of the largest in Australia.
The Port of Melbourne handled around $53 billion of trade in 2004-05 ($35 billion of imports and
around $18 billion of exports). It is also the nation’s largest container port, accounting for
38 per cent of Australia’s container trade. Activity at the Port of Melbourne generated a total
economic impact of $2.5 billion in 2004-05. It is said that the value added to Australia by the Port
of Melbourne equalled $1.1 billion and port activities supported 13,748 full time equivalent jobs.*®

On 18 December 2001, the then Minister for Ports announced that the Government would proceed
with detailed investigations into deepening the approach channels to the Port of Melbourne. This
followed the Government’s decision to give in-principle support to deepening the channels
following positive results from a series of preliminary studies undertaken by the Victorian
Channels Authority. The Government indicated that these preliminary studies identified no
technical impediments to deepening the channels, and that significant economic benefits would
flow from the proposal.®* An Economic Impact Study undertaken in 2007 indicated that for the
period 2005-2035, the total economic benefit for Victoria and Australia equals $2.2 billion.>*®

Channel deepening was deemed necessary because while the proportion of deeper draught ships in
the world shipping fleet is increasing, and consequently being deployed to Australia, ships entering
the Port of Melbourne are constrained by the depth of the shipping channels in the bay. The
maximum draught for ships using the main commercial shipping channels in the bay prior to the
works starting was 11.6 metres at low tide and 12.1 metres at high tide. During 2002-03, the Port of
Melbourne handled approximately 1.6 million containers, yet at this time approximately
30 per cent of ships using the commercial shipping channels to access the Port of Melbourne had a
maximum draught of 11.6 metres or over.*® By comparison, in the March quarter of 2008,
44.3 per cent of container ships faced potential draught limitations.

The channel deepening project is designed to allow access at all tide levels to ships of up to
14 metres draught and should result in improved costs and more competitive exports through
economies of scale resulting from the works. It is a condition of the Environmental Management
Plan (EMP) that all works are completed by December 2009. The EMP was approved by the
Victorian Minister for Environment and Climate Change on 14 December 2007 and by the Federal
Minister for Environment, Heritage and the Arts on 5 February 2008.

303
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Department of Treasury and Finance, Port of Melbourne Economic Contribution Study, March 2007, pp.3-4
Minister For Ports, Media Release, Channel Deepening Investigations to Proceed, Tuesday, December 18, 2001
Department of Treasury and Finance, Port of Melbourne Economic Contribution Study, March 2007, p.56

Port of Melbourne Corporation, Key Features Report for the Environment Effects Statement, November 2003.
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To achieve the project’s aim to modify the shipping channels to enable access for 14 metre draught
vessels to the Port of Melbourne in all tidal conditions, the project has the following elements:

e dredging of existing shipping channels including the Yarra River Channel, Williamstown
Channel, Port Melbourne Channel, South Channel and the Great Ship Channel at the Entrance;

o dredging of berth pockets at Appleton Dock, Swanson Dock, Holden Dock and Gellibrand
Pier;

e placement of dredged material into two dredged material grounds (DMG); one in the north of
the bay and one in the south of the bay; and

¢ modifications to existing infrastructure including berth works, river works, protection of
services, upgrades to existing navigation aids and installation of new navigation aids.

15.3.2 Channel Deepening Costs

There are two sources of costs associated with the Channel Deepening Project (CDP). The first is
the direct expenditure incurred by the Port of Melbourne Corporation in delivering the project. The
second is the indirect non-market economic costs potentially borne by participants other than the
Port of Melbourne Corporation as a result of the CDP proceeding, be they permanent, limited to the
period of construction, or for a period thereafter. Examples of these costs include:*”

o the physical presence of the dredge interrupting the normal operation of shipping, leading to an
increased probability of delay for vessels and hence increased resource usage; and

o the effect of turbidity and other dredging operations affecting commercial fishers through the
potential loss of part of the fishing catch that is normally achieved.

The 2004 Environmental Effects Statement — Economic Impact Study estimated the present value
costs of the project to be $377 million. The Supplementary Environmental Effects Statement
(SEES) in February 2007 estimated the present value costs of the project to be $590.4 million.

In June 2008, the Port of Melbourne Corporation received an updated benefit-cost analysis which
indicated that the present value costs were $754.1 million. The baseline benefit-cost ratio is
estimated at 2.7.%® The latest revised present value costs (June 2008) included:*®

o all of the direct costs;

e environmental safeguards;

e bay-wide environmental monitoring programs;
e the $100 million environmental bond;

e recent fuel and currency movements; and

e acontingency.

so7 Port of Melbourne Corporation, Supplementary Environment Effects Statement, March 2007, Chapter 16

pp.23-24

Standing Committee on Finance and Public Administration, Inquiry into: Port Phillip Bay: Channel Deepening,
September 2008, p.17

Port of Melbourne Corporation, Channel Deepening Project overview fact sheet, p.4, viewed at
<www.channelproject.com.au/global/docs/fs_080124 channel_deepening_project_overview.pdf> on 05/09/2008
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The Committee endorses the conclusion of the Committee on Finance and Public Administration in
regard to the SEES cost-benefit analysis:**°

“In examining the SEES benefit-cost analysis, the Committee has formed the view
that the assumptions it relies upon are reasonable. However, the Committee also
notes that many of the alternative assumptions suggested by witnesses with respect
to discount rates and exchange rates could also have been used and their use
would lower the NPV and BCR results compared to the published estimates. The
Committee also acknowledges that the discount rate used was consistent with those
used in the whole-of-Government analysis in similar projects.

Given the erosion of the SEES benefit-cost analysis NPV and BCR as cost
estimates have increased, the Committee notes that the discount rate and the
exchange rate assumptions are a significant component for the calculations on
NPV and BCR. The Committee acknowledges that this is a risk that has to be taken
in assuming a value for any project and there are various economic theories that
can be applied.

Additionally, any further increase in project costs beyond the December 2007
update has a potential to reduce the NPV and BCR.”

Recommendation 33: The Port of Melbourne Corporation disclose fully, the
additional Channel Deepening Project budgeted costs
identified after the publication of the Supplementary
Environmental Effects Statement.

As noted earlier, the project is subject to the Port of Melbourne Corporation providing a
$100 million environmental performance bond. Where works contravene the requirements of the
EMP, the Minister for Environment and Climate Change, in agreement with the Minister for Roads
and Ports, may use the bond as a dedicated funding stream to undertake any remedial action or post
dredging recovery that may be required. This is listed in the 2008-09 Budget papers as a
non-quantifiable contingent asset.3"

The project net cost will be recovered over time under a two tier user pays system. A charge of
$31.40 plus GST is being levied on all full international containers shipped through the port. An
additional charge of five cents per gross tonne (one cent to Geelong) will be charged on all vessels
with a draught exceeding 12.1metres (the current channel limit) entering the Port Philip Heads.
Using this method, the additional costs associated with the CDP are recovered over time from the
users who will actually benefit directly from the improvements.**

The 2008-09 Budget includes the $150 million state government contribution to the CDP*?. During
the 2008-09 Budget Estimates hearings, the Minister for Roads and Ports advised the Committee
that this investment will include approximately $100 million to maintain the TEU viability rate and
$50 million for critical port infrastructure work to enable port users to harness the full effects and
benefits of the channel deepening project.®

810 Standing Committee on Finance and Public Administration, Inquiry into: Port Phillip Bay: Channel Deepening,

September 2008, pp.47-48

Department of Treasury and Finance, 2008-09 Budget Paper No. 4 Statement of Finances, p.232

Port of Melbourne Corporation, Channel Deepening Project overview fact sheet, p.4, viewed at
<www.channelproject.com.au/global/docs/fs_080124 channel_deepening_project_overview.pdf> on 05/09/2008
Budget Paper No.3, Service Delivery, p.15

Mr T Pallas MP, Minister for Roads and Ports, 2008-09 Budget Estimates hearings, transcript of evidence,

16 May 2008, p.19
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The Minister also provided assurance to the Committee that the TEU handling rates in Melbourne
are currently lower than other eastern seaboard ports and are predicted to remain competitive into
the future. Figure 15.2 shows how Port of Melbourne TEU handling rates compare with Sydney
and Brisbhane ports.

Figure 15.2: Port and Related Charges for Ships
Comparison between eastern seaboard ports
(35,000 — 40,000 Grosse Tonne range)
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Source: Minister for Roads and Ports Presentation to the PAEC during the 2008-09 Budget Estimates
Hearings.

15.3.3 Legal Costs associated with the Channel Deepening Project

In January and February 2008, the Blue Wedges Incorporation twice challenged the decision of the
Federal Minister for the Environment, Heritage and the Arts to approve the CDP on
20 December 2007, in the Federal Court of Australia. In both cases, the court dismissed the
application.®®

During the 2008-09 Budget Estimates Hearings, the Minister for Roads and Ports was questioned
about the legal costs associated with the project, specifically, how much had been spent by the
Port of Melbourne and the State Government and whether contingency funds had been put aside for
the legal costs in the forward estimates. The question was taken on notice.*

815 Blue Wedges Inc v Minister for the Environment, Heritage & the Arts [2008] FCA 8 (15 January 2008), viewed
at <<www.austlii.edu.au/cgi-bin/disp.pl/au/cases/cth/FCA/2008/8.html?query=channel%20deepening>> on

8 September 2008 and Blue Wedges Inc v Minister for the Environment, Heritage and the Arts [2008] FCA 399
(28 March 2008), viewed at

<< http://www.austlii.edu.au/cgi-bin/disp.pl/au/cases/cth/FCA/2008/399.html?query=channel%20deepening>>
on 8 September 2008.

Mr T Pallas MP, Minister for Roads and Ports, 2008-09 Budget Estimates hearings, transcript of evidence,

16 May 2008, p.21
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The Minister later advised the Committee that the proceedings in this matter were not yet
concluded, but that:*"

“There is a cost sharing arrangement with the Port of Melbourne Corporation
whereby approximately one third of the fees incurred by the State will be
reimbursed by the Port of Melbourne Corporation because the State's legal
advisors and Counsel also represented the Port of Melbourne Corporation on the
basis that the interests of these parties were aligned. The Port of Melbourne
Corporation also separately engaged its own legal advisors and the Port of
Melbourne Corporation will pay those fees.”

The Committee looks forward to the full details of the costs borne by the state and by the
Port of Melbourne Corporation associated with these proceedings being made available to
Parliament.

Recommendation 34: The Department of Transport and the Port of Melbourne
Corporation disclose fully, the costs incurred by each
party in defending the legal challenge to the Channel
Deepening Project.

15.4 Funding for the management of weed and pest control on
public land

15.4.1 Future Farming Strategy

On 23 April 2008 the Victorian Government launched the Future Farming strategy to improve the
productivity, competitiveness and sustainability of farm businesses. The Future Farming strategy
takes action across seven broad Action Areas to enable farm businesses in Victoria to become more
productive, competitive and sustainable as they enter an era of unprecedented change. The strategy
will invest $205 million over four years across the areas outlined in table 15.3.

81 Minister for Roads and Ports, response to further information requests made during the 2008-09 Budget Estimates

hearings (Appendix 3)
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Table 15.3:

Future Farming Strategy
Projected Investment

Key Action Area

Project Summary

Total Estimated

Investment
($ million)

Boosting productivity Expand agricultural research, development and practice 103.5
through new technology change services in Victoria, including the development of new
and changes in farming generations of drought, cold and salt resistant crops,
practices improved plant and animal disease control, and new

technologies to lift productivity.
Building skills and A number of strategies are being implemented to build skills 0.3
attracting young people to |for the farm sector and attract young people to farming. These
farming measures will boost regional education and training

opportunities related to farming and its support industries,

including new trade wings at secondary colleges for trades

that are in short supply in primary industries. Decisions on

State and Federal funding for these projects will be made in

the 2008-09 Budget and later in the year.
Understanding and Help farm businesses to plan for climate change and to 114
managing climate change | provide farmers in key industries with new technologies and

strategies to adapt their farming systems to future climate

conditions.
Strengthening land and Managing weeds and pests, as well as new actions to assist 23.8
water management farm businesses to strengthen land and water management.
Helping farm families to Services to support farmers and rural communities in securing 11.8
secure their futures their future and adjusting to change, including a new National

Centre for Farmer Health to improve the health and wellbeing

of farmers, farm workers and their families.
Developing new products | Package of initiatives to help farm businesses capture new 111
and securing new markets | domestic and international market opportunities. This includes

enhancing Victoria’'s bio-security preparedness and identifying

new investment opportunities and alliances.
Transporting products to Investment in country rail freight lines serving the grains 42.7
market industry to ensure the rail system can continue to deliver

future crops to market. Other major investments are the

deepening of the Port Phillip Bay channel and the

development of a new wholesale market at Epping.
Total 204.6
Source: Department of Primary Industries, Future Farming Strategy, April 2008, p.3

Minister for Agriculture, response to questions taken on notice, May 2008.

A major component of this new strategy is Strengthening Land and Water Management
($23.8 million TEI) of which the Government has identified a $20 million, four year investment to
tackle weeds and pests. The remaining funding of $3.8 million over four years will be provided to
establish a new Regional Strategic Planning Expert Group to identify and plan for future scenarios
for farming and farming communities.®®
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15.4.2 Weed and Pest Control Issues

Historically, inappropriate Government policies and farming practices and land management have
resulted in soil erosion, loss of nutrients and native vegetation, and increased salinity and soil
acidification in some areas of Victoria. However, improved knowledge about solutions, financial
resources and collaborative action is helping to improve natural resources management.

Victoria’s farm businesses invest around $500 million on natural resources management each year,
including improved cultivation, replanting of native vegetation, and pest and weed management.
Good farm management practices have delivered significant private and public benefits, including
improved productivity and amenity, reduced soil erosion and weeds, and enhanced biodiversity.

Despite recent successes there are a number of new and growing threats facing Victoria. For
example, there are more than 2,500 exotic plant species already in Australia that could become
weeds, many of which are not covered by existing approaches.**

15.4.3 Government Investment in Weed and Pest Control

The 2003-04 Budget provided $24 million over four years to preserve Victoria’s native flora and
fauna and reduce the damage caused by weeds and pests to farms and the natural environment. This
funding was split, with $14 million over 4 years allocated to weed and pest control programs on
public land (Weeds and Pests on Public Land Initiative 2003—-07) and $10 million towards tackling
weeds on private farmland. The Committee notes that in February 2008, the Government published
Making a difference - Weeds and Pests on Public Land Initiative 2003-07 which summarised the
achievements of this program.®®

The 2007-08 Budget provided $30.1 million over four years to implement a new bio-security
framework that will promote integrated weed and pest management across public and private land.
This included $4 million for new programs to prevent weeds and $26 million to extend existing
programs, including the protection of high-value assets on public land.**
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Department of Primary Industries, Future Farming Strategy, April 2008, p.30

Department of Sustainability and Environment, February 2008, Making a difference - Weeds and Pests on Public
Land Initiative 2003-07

Department of Treasury and Finance, 2007-08 Budget Paper No. 3 Service Delivery, p.322 and p.325 and
Department of Sustainability and Environment, February 2008, Making a difference - Weeds and Pests on Public
Land Initiative 2003-07, p.1

321

221



Report on the 2008-09 Budget Estimates — Part 3

The 2008-09 Budget provided a further $23.8 million over four years as part of the Strengthening
Land Management action from the Future Farming Strategy. Strengthening Land Management
allocates $3.8 million to establish a rural planning expert panel to advise the government on
opportunities for improved land use planning to facilitate rural structural adjustment assessment
and long-term support for agriculture and $20 million to the New Action on Weeds and Pests
initiative (NAWP).*2 NAWP outlines the Government’s most recent approach to dealing with
invasive plants and animals, with a focus on dealing with species that pose the greatest risks to the
state. It includes the following initiatives to tackle weeds and pests:*?

e supporting local government in their management of weeds and pests on roadsides;

¢ developing incursion and treatment plans for regionally prohibited weeds;

e improving early response capability for new and emerging pests in a changing climate;
e increasing voluntary compliance for regionally controlled weeds;

¢ more effectively controlling weeds and pests on public land by expanding the Government’s
Good Neighbour Program;

e improving the use of bio-controls for management of widespread weeds;
e reviewing wild dog management options; and

e increasing community involvement in more targeted programs for integrated fox management.

15.4.4 The Government’s Approach to Weed and Pest Control

In 2002, the Department of Natural Resources and Environment (NRE) released Victorian Pest
Management — A Framework for Action (VPMF). This policy document established a planning
framework for pest management which is still in use today. The VPMF was established to provide
a mechanism for considering terrestrial and aquatic weed and vertebrate and invertebrate
management in Victoria.

Responsibility for weed and pest control is split between the Department of Primary Industries
(DPI) and the Department of Sustainability and Environment (DSE). Together they administer nine
main Acts covering bio-security for plants, animals, forestry or the environment.*** Given that a
number of other agencies, including catchment management authorities and local government, are
involved in the management of pests and weeds, the Committee believes that the responsible
department should clearly identify the roles and responsibilities of all agencies and departments.

DPI advised the Committee that they use a range of techniques to achieve weed and pest
compliance including education, partnership development and capacity building approaches,
voluntary compliance, and regulatory compliance utilising the Catchment and Land Protection Act.
Their annual recurrent investment in weed and pest management programs for private land is
$10.2 million which is invested in activities on private land. DPI employs 90 staff authorised under
the Catchment and Land Protection Act to undertake pest plant and animal compliance activities. **
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Department of Treasury and Finance, 2008-09 Budget Paper No.3 Service Delivery, pp.221, 299

Department of Primary Industries, Future Farming Strategy, April 2008, p.31

Victorian Auditor-General’s Office, April 2004, Beating the bugs: Protecting Victoria’s economically significant
crops from pests and diseases, p.31

825 Department of Primary Industries, response to questions taken on notice, May 2008
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DPI also indicated that they have achieved a greater than 90 per cent compliance ratio through
voluntary means, with less than five per cent involving court action (35-60 cases over the past
4 years). In 2007-08 DPI issued 115 Penalty Infringement Notices with eight proceeding to court.
The 2008-09 Budget will allow DPI to create an additional 11 new enforcement related positions.

Table 15.4 indicates the major output measures adopted that relate to weed and pest control:

Table 15.4: Major Output Measures relating to Weed and Pest Control
Major Output/Deliverable Unit of | 2008-09 | 2007-08 | 2007-08 2006-07
Measure | Target |Expected| Target Actual
Outcome
Animal pest, disease and residue control Number 5 5 5 5

programs maintained to assist industry to
access markets

Landholders complying with pest plant and Per cent 85 83 83 nm
animal control requirements under the
Catchment and Land Protection Act 1994
within agreed timeframes and in targeted areas

Number of state prohibited weed infestations Number 130 130 130 nm
treated
Plant pest, disease and residue control Number 6 6 6 6

programs maintained to assist industry to
access markets

Signed land manager (public and private) Number 9 nm nm nm
agreements to undertake agreed improved
land management practices

Response time to animal pest, disease, residue | Hours <24 <24 <24 <24
and disaster incidents

Response time to plant pest, disease, residue |Hours <24 <24 <24 <24
and disaster incidents

Agreements with local government to control Number 30 nm nm nm
pests on roadsides

Source: Department of Treasury and Finance, Budget Paper No.3 Service Delivery, May 2008,
pp.221-224

Two of these measures, signed land manager agreements and agreements with local governments,
are new measures which relate to the funding provided for the New Action on Weeds and Pests
initiative.
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Key findings of the Committee:

16.1

16.2

16.3

16.4

16.5

16.6

16.7

16.8

16.9

The Victorian government released Restoring the balance — Victoria’s Alcohol Action
Plan 2008-2013 in May 2008. Under the plan, the government will provide

$37.2 million in funding to build on existing programs and initiatives to encourage
the appropriate use of alcohol and support those members of the community
affected by the inappropriate use of alcohol.

Output funding of $37.2 million is being provided in the 2008-09 Budget for a
package of initiatives developed under the Plan which are to be rolled out over
four years.

The Department of Justice should provide to Parliament additional information on
how the Action Plan initiatives relate to output funding and on estimated
implementation timelines.

The Department of Justice should also analyse the performance outcomes from the
implementation of all initiatives under Victoria’s Alcohol Action Plan 2008-2013 in
its Annual Report.

A major feature of this plan is the establishment of a $17.6 million Liquor Licensing
Compliance Directorate, with the aim to significantly strengthen the government’s
enforcement of liquor licensing laws across Victoria, and to enable their liquor
licensing squad to focus on licensing issues that are directly causing violence in and
around venues.

It would be of benefit to Parliament and the community if more information was
made available on the expected outcomes, goals and targets associated with the
establishment of the Liquor Licensing Compliance Directorate.

In October 2006, the Victorian Government published a new policy framework for
Indigenous Affairs, Improving the Lives of Indigenous Victorians — Victorian
Indigenous Affairs Framework (VIAF). Linked to the seven nationally agreed
strategic areas for action, the VIAF defined six short to medium term areas for
action in Victoria.

The VIAF provides the broad policy framework for managing Indigenous affairs in
the state. However, the Committee found it difficult to determine the full range of
programs that impact on Indigenous Victorians and it would like to see more
centralised monitoring and reporting of such programs.

The 2007-08 and 2008-09 Budgets provided an accumulative $55.7 million in
additional funding to improve the lives of Indigenous Victorians. These funds were
split across ten initiatives and have a combined impact on 12 major budget outputs
across five Departments.
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16.10

16.11

16.12

16.13

16.14

16.15

16.16

16.17

16.18

16.19

While the committee recognises the inherent difficulties in presenting government
wide output initiatives in a budget paper where outputs are listed according to
department, it would like to see more done to ensure that new output initiatives are
not simply lost among the existing budget paper outputs and performance
measures.

The 2008-09 Budget provided $3.6 billion in funding to deliver the Department of
Justice Outputs in 2008-09.

Following the 2006-07 Budget, the Department of Justice revised its output
measures, consolidating 13 measures of court timeliness into one condensed
measure. The Committee identified that performance between 2006-07 and 2007-08
fell across six of the 13 measures of while performance rose in only two measures.
As such the Committee has recommended that the Department reinsert these
measures into future budget papers.

According to the Australian Institute of Health and Welfare, between 2001-02 and
2005-06, Victoria had the highest number of level crossing-related hospitalisations
with 129, or 51.8 percent, of the 249 Australians seriously injured in crossing
accidents.

Funding for upgrading level crossings includes the allocation of $10.8 million over
four years in the 2005-06 Budget for the Level Crossing Upgrade Program and
$33.2 million over four years from 2007-08 to 2010-11 as part of the Level Crossing
Safety Package contained in the 2007-08 Budget update.

The Level Crossing Safety Package includes $11.1 million for the installation of

53 automated advance warning signs and $11.7 million for the installation of rumble
strips at 200 crossings. While these components comprise almost 70 per cent of the
funding package, the Committee noted that $3.6 million or 10.8 per cent of the
package is allocated towards program management.

The government upgraded 153 level crossings during 2005-06 and 2006-07 and
expects that a further 46 would be improved in 2007-08 (a target has been set for
45 public railway crossings to be upgraded in 2008-09).

A number of initiatives have taken place at a national level to ensure that a
system-wide approach to level crossing safety is adopted such as the decision by the
Australian Transport Council for a package of railway crossing safety initiatives to
be developed.

On 14 May 2008, the Minister for Public Transport released the results of a two
year audit of every road level crossing in Victoria. The Australian Level Crossings
Assessment Model (ALCAM) results were available to road and rail safety experts
as well as local councils, VicRoads and other stakeholders to use as the basis for
level crossing improvements.

The Committee was advised by the Minister for Public Transport that the outcome
of using the ALCAM method of risk assessment was not to provide an assessment
of the danger at crossings, but rather to provide a priority listing of the sorts of
works that might be done to actually affect driver behaviour.
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16.20  The Committee considers that more information should be released by the
government to explain the ALCAM model and the particular deficiencies that have
been highlighted at high risk level crossings throughout Victoria. There is also scope
for expanding disclosure in the Department of Transport’s annual report to include
information surrounding timelines for safety improvement works to be completed,
crossings assessed as having the highest safety risks together with the particular
risks encountered and the safety improvement works completed in the past year and
those planned for the ensuing year.

16.1 Introduction

In considering the budget estimates the Committee asked a total of 132 questions pertaining to the
Caring Communities vision of the Growing Victoria Together (GVT) initiative. This represented
26.0 per cent of all questions asked in the budget estimates hearings.

The answers provided at the estimates hearings were recorded in Hansard and the transcripts of
evidence were contained in Appendix 1 of the Report on the 2008-09 Budget Estimates — Part One
and in Appendix 1 of the Report on the 2008-09 Budget Estimates — Part Two.

This chapter sets out an analysis of several key issues canvassed by the Committee at the budget
estimates hearings relating to the Caring Communities vision of Growing Victoria Together.

16.2 Tackling Alcohol Abuse in Victoria

Alcohol has a significant role in our society — it contributes to our way of life, generates
employment in the industry and supports the tourism industry. According to the National Drug
Strategy Household Survey, conducted by the Australian Institute of Health and Welfare, alcohol
remains the most widely used drug in Australia.®® A study conducted by the World Health
Organisation in 2005 on alcohol consumption patterns in 185 countries across the world also
showed that although the per capita consumption of alcohol in Australia has declined since the
1980’s it still remains high by world standards.**’

Figure 16.1 shows the ranking of Australia against other countries in per capita alcohol
consumption according to the World Health Organisation (countries selected with similar cultural,
economic and social profiles) — this shows that Australia ranks at 34 out of the 185 surveyed in
terms of alcohol consumption.

326 Australian Institute of Health and Welfare, 2007 National drug strategy household survey: First results,

April 2008, Canberra, Australia, p.18 (accessed at
www.aihw.gov.au/publications/index.cfm/title/10579#full_publication)
821 Ministerial Council on Drug Safety, National Alcohol Strategy 2006-2009, May 2006, p.2
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Figure 16.1 Total Adult per capita alcohol consumption,
selected countries (by rank out of 185 countries)
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Source: National Alcohol Strategy 2006-2009, released May 2006, p. 9

The excessive consumption and abuse of alcohol can be extremely detrimental to individuals,
families and the community, and as such has become an area of concern for the government.
Excessive alcohol consumption is second only to tobacco as a ‘preventable cause of death and
hospitalisation in Australia’.*?®

In a survey conducted by the Australian Institute of Health and Welfare in 2007, it was found that
82.9 per cent of Australians aged 14 years or older consumed alcohol in quantities that was
considered risky to their health in the long term (ranging from low to high risk).**

The survey also found that approximately one third of persons aged 14 years or older in Australia
put themselves at risk of alcohol-related harm in the short term on at least one occasion during the
previous 12 months. 3%

The situation in Victoria is no different to that which is occurring nationally, with alcohol
estimated to directly account for 4.9 per cent of the total burden of disease in Victoria. This
compares with a figure of 4.0 per cent nationally. Furthermore, thirty-three per cent of all Victorian
adults (aged 18 or over) drink at levels which could cause short-term harm at least once a year, and
9.1 per cent drank at levels which were at high risk of harm in the long term.3*

As a result of the outcomes of the 2004 National Drug Strategy Household Survey conducted into
the negative effects of alcohol (developed by the Australian Institute of Health and Welfare), the
Victorian Government established the Ministerial Taskforce on Alcohol and Public Safety in
November 2007. The goal of this taskforce was to lead the development of an action plan and
respond to public safety issues. The taskforce comprised the Minister for Mental Health (Chair),
Attorney-General, Minister for Consumer Affairs, Minister for Police and Emergency Services and
the Minister for Health.

828 Drugs and Crime Prevention Committee, Inquiry into Strategies to Reduce Harmful Alcohol Consumption,

March 2006, p.ix

Australian Institute of Health and Welfare, 2007 National drug strategy household survey: First results,
April 2008, Canberra, Australia, p.18 (accessed at
www.aihw.gov.au/publications/index.cfm/title/10579#full_publication)

330 ibid. pp.22-24

%1 Victoria’s Alcohol Action Plan 2008-2013, released May 2008, p.9
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16.2.1 Victoria's Alcohol Action Plan 2008-2013

Subsequent to this Taskforce being established, an action plan entitled Restoring the
balance-Victoria’s alcohol action plan 2008-2013 was released in May 2008. Through this plan,
the government sought to encourage the appropriate use of alcohol while acknowledging the needs
and support required for those members of the community affected by the inappropriate use of
alcohol. Table 16.2 outlines the amount of funding to be provided each year under the Plan over
the next four years, as per Budget Paper No.3:

Table 16.2: Funding for the Victorian Alcohol Action Plan
Output Initiative 2008-09 2009-10 2010-11 2011-12
($ million) ($ million) ($ million) ($ million)

2008-09 Budget Initiatives

Victorian Alcohol Action Plan 6.4 8.6 115 10.8

Source: 2008-09 Budget Paper No.3, p.290

The government has committed $37.3 million in funding to build on existing programs and
initiatives, and seeks to achieve the following objectives through the plan:®*

e reduce risky drinking and its impact on families and young people;

¢ reduce the consequences of risky drinking on health, productivity and public safety; and
¢ reduce the impact of alcohol-fuelled violence and anti-social behaviour on public safety.
Funding is being provided in the 2008-09 Budget for a package of initiatives, including:**

e $4.3 million over three years to promote safe and sensible alcohol use, with a community
awareness campaign aimed at changing community acceptance of intoxication and
drunkenness and to reduce the incidence of risky drinking;

e $4.7 million over four years to improve the way risky and high risk drinkers are identified and
supported to reduce their drinking with the introduction of an early alcohol intervention
program. This will include a range of community based alcohol education strategies as well as
online and telephone screening to enable people to confidentially assess their personal risk in
relation to alcohol;

e $9.4 million over four years to improve treatment responses to alcohol misuse. Funding will be
targeted to enhance GP capacity and strengthen family therapeutic interventions, to improve
engagement in treatment, family functioning and long term health and wellbeing outcomes for
young people who are misusing alcohol;

e $18 million over four years to establish a compliance directorate and an assault reduction
strategy to better focus enforcement activity on high-risk licensed venues and to assist in
reducing the number of assaults and other offences in and around these venues; and

e $1.2 million over two years to fund a Victoria Police safe streets public safety research and
evaluation.

Overall the plan includes 35 actions linked to six broad initiatives as identified in Figure 16.3:

832 Victoria’s Alcohol Action Plan 2008-2013, released May 2008, p.15
33 2008-09 Budget Paper No.3, Service Delivery, pp.22-23
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The initiatives outlined in the plan tie in with the output funding which has been outlined in Budget
Paper No.3. The actions and allocated funding are aimed at achieving long-term change in
community attitudes and to encourage a safe and sensible approach to alcohol use. The Plan
identifies that that this change in attitudes should lead to a reduction in the level of alcohol related
crime in the community, and subsequently lead to a reduction in the level of alcohol-related
fatalities.

One of the key initiatives targeted at achieving this change in attitude is the establishment of a
Community Awareness Program, which includes an Early Alcohol Intervention component. The
Government has allocated $4.3 million to this program, which will involve the provision of online
and telephone support services for people who are at risk of developing alcohol problems.®*

The Plan also includes a ‘freeze’ on the issuing of late-night liquor licenses for a period of
12 months, in conjunction with the introduction of a 3 months trial of late hour entry restrictions
into licensed venues (2 am lockout). The restriction period of 3 months ran from 3 June 2008 to
2 September 2008 and a review of its effectiveness is currently underway.

The Government also aims to provide more support through the plan for mainstream health
services to help people reduce their drinking early, and improve the quality of care available to
people with more serious alcohol use problems. Initiatives for achieving this include:**

e research into alcohol advertising and product packaging/labelling to assist consumers in
making sensible choices on the purchase of alcoholic products;

e doubling of penalties for serving alcohol to intoxicated patrons or allowing them to remain on
licensed premises; and

e implementation of the Blueprint for alcohol and other drug treatment services.

Whilst these initiatives have been outlined in the plan, it is difficult to tie these in with the output
funding breakdown included in Budget Paper No.3.

Overall, the Committee supports the initiatives in the Alcohol Action Plan aimed at tackling
alcohol abuse and encouraging Victorians to think twice about how much they are drinking. The
Committee notes that there are a number of initiatives outlined in the plan which cannot be clearly
linked with the output funding disclosed in Budget Paper 3. Furthermore, there does not appear to
be adequate disclosure on the timeframes for delivery of each action outlined in the Plan. The
Committee believes that the Plan would be more informative to Parliament if the initiatives
outlined were directly linked with the output funding provided in the Budget Papers where
appropriate. Furthermore, timelines should be disclosed publicly on the estimated
completion/implementation dates for each initiative so as to demonstrate more accountability to the
public. The Department should also in its annual report provide analysis of performance outcomes
under The Plan.

Recommendation 35: The Department of Justice provide information to
Parliament on how the initiatives in the Alcohol Action
Plan relate to output funding and a proposed timeline for
implementation of each initiative.

Recommendation 36: The Department of Justice should provide analysis of
performance outcomes under each initiative of the
Alcohol Action Plan in its Annual Report.

% Victoria’s Alcohol Action Plan 2008-2013, released May 2008, pp.21-25
8% ibid. pp.19, 24, 37

232



Chapter 16 — Caring Communities

16.2.2  Liquor Licensing Compliance Directorate

Another major feature of this plan is the establishment of a $17.6 million Liquor Licensing
Compliance Directorate, with the aim to significantly strengthen the government’s enforcement of
liquor licensing laws across Victoria. The initiative was developed as a result of the increasing
number of liquor licenses being issued, and a concurrent increase in the amount of monitoring
activity being conducted by Victoria Police, who are responsible for the monitoring and inspection
of all liquor license holders under the Liquor Controls Reform Act 1998.

The number of liquor licenses has increased almost three fold since 1986, climbing from around
4,000 to more than 12,000 in 2004.%% This increase occurred alongside an increase in the
monitoring and inspection activity being conducted by Victoria Police. In 2004-05 alone, Victoria
Police issued 2,914 on-the-spot infringement notices for breaches of the Act, and initiated
19 licensee disciplinary proceedings.®’

The remit of the directorate will include looking at innovative means of enforcement such as using
underage operatives as has been done to prevent tobacco sales to minors. The government hopes
that the additional resources provided by the Liquor Licensing Compliance Directorate will free-up
police from doing routine licence checks and enable their liquor licensing squad to focus on
licensing issues that are directly causing violence in and around venues.>®

With the anticipated establishment of this new directorate (within Consumer Affairs Victoria) in
2008-09, the Committee was concerned that, in spite of the significant funding being provided to
establish the Directorate, there appeared to be no increase in the amount of inspections due to be
carried out in 2008-09.%° The Department of Justice responded to these concerns by advising that
whilst the establishment of the Compliance Directorate will occur during 2008-09, a transfer of the
routine inspection activity will be made to the Directorate staff during 2008-09, and from 2009-10
there will be approximately 25,000 inspections per year being conducted. The Committee was
unable to establish the exact level of inspection activity which had occurred in 2007-08, or the
levels of activity for the 2008-09 year. Police will remain focussed on higher-level licensing issues
that directly create social harm in and around venues, whilst Directorate staff will handle the
routine inspections.

Whilst the Committee understands that the establishment of the Directorate will provide Victoria
Police with much needed assistance in the enforcement of the Liquor Control Reform Act 1998, it
still believes that there is a lack of publicly available information on the objectives and benefits of
the establishment of the Directorate. The Committee is of the view that Consumer Affairs Victoria
(for whom responsibility of the Directorate will fall under) should provide detailed information on
the objectives and expected activity levels of the Directorate.

Recommendation 37: Consumer Affairs Victoria should improve transparency
regarding the role, goals, objectives and estimated
performance outputs of the Liquor Licensing
Compliance Directorate by making such information
available to Parliament in a timely manner.

336 Ministerial Council on Drug Safety, National Alcohol Strategy 2006-2009, May 2006, p.29

837 Consumer Affairs Victoria, 2005-06 Annual Report, p.113

338 Consumer Affairs Victoria website media release (www.premier.vic.gov.au/newsroom/victorias-alcohol-action-
plan-to-restore-the-balance.html), 2 May 2008

Mr A. Robinson, Minister for Consumer Affairs, 2008-09 Budget Estimates hearing, transcript of evidence,

21 May 2008, p.4
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16.3 Indigenous Community and Cultural Development —
Reconciliation of Outcomes and Outputs

16.3.1 National and State Frameworks for Indigenous Affairs

On 5 April 2002, the Council of Australian Governments (COAG) agreed to commission the
Steering Committee for the Review of Commonwealth/State Service Provision to produce a regular
report against key indicators of indigenous disadvantage. A core function of this report was to
identify indicators that are of relevance to all governments and indigenous stakeholders and that
can demonstrate the impact of programme and policy interventions.*?

In May 2007, the Steering Committee for the Review of Commonwealth/State Service Provision
produced the third report on Overcoming Indigenous Disadvantage.** The Report focused on the
disadvantage experienced by many Indigenous people, arising from historical, social and economic
causes and detailed the framework upon which Australian Governments have agreed to focus their
policy attention. The framework established the following seven strategic areas for action which
have been carried through into the Victorian Government’s policy framework for Indigenous
Affairs:

o carly childhood development and growth (prenatal to 3 years);

o carly school engagement and performance (preschool to year 3);
e positive childhood and transition to adulthood:;

e substance abuse and misuse;

e functional and resilient families and communities;

o effective environmental health systems; and

e economic participation and development.

In October 2006, the Victorian Government published a new policy framework for Indigenous
Affairs. Improving the Lives of Indigenous Victorians — Victorian Indigenous Affairs Framework
(VIAF) established the principles for reform and the performance, partnership and strategic policy
frameworks for the state. The overall objective of the VIAF is to improve the life expectancy and
quality of life for Indigenous Victorians.

Linked to the seven nationally agreed strategic areas for action, the VIAF defined six short to
medium term areas for action:

e improve maternal health and early childhood health and development;

e improve literacy and numeracy;

e improve year 12 completion or equivalent qualification and develop pathways to employment;
e prevent family violence and improve justice outcomes;

e improve economic development settle native title claims and address land access issues; and

¢ build Indigenous capacity.

340
341

Council of Australian Governments' Communiqué, 5 April 2002
Steering Committee for the Review of Government Service Provision 2007, Overcoming Indigenous
Disadvantage: Key Indicators 2007, Productivity Commission, Canberra.
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The VIAF performance framework includes 22 strategic change indicators which relate to the six
strategic action areas above. In December 2007, the Government released the Victorian
Government Indigenous Affairs Report 2006-07. The report was the first of an annual reporting
regime introduced with the VIAF to report on the Government’s progress against its strategic
change indicators. While the Committee commends the Government’s intentions in producing this
report, it found a lack of clear performance targets and timelines for delivery of objectives in both
the VIAF and the Indigenous Affairs Report 2006-07.

While the VIAF provides the broad policy framework for managing Indigenous affairs in the state,
the Victorian Government Indigenous Affairs Report 2006-07 acknowledges that there are a
number of other government programs that operate outside the VIAF which contribute to the
quality of life of Indigenous Victorians. However, the Committee found it difficult to determine,
from publicly available information, the full range of programs that impact on Indigenous
Victorians and it would like to see more centralised monitoring and reporting of such programs.

Recommendation 38: Aboriginal Affairs Victoria provide an overview of all
government programs and initiatives that impact on
Indigenous Victorians and monitor and report
performance of these in a one centralised area.

To assist in the delivery of the VIAF, a Ministerial Taskforce for Indigenous Affairs has been
established by the Premier, while a Secretaries Group for Aboriginal Affairs has also been
established to oversee the whole of government coordination of Indigenous affairs and to ensure
the delivery of the VIAF. The Government has also established an Aboriginal Advisory Council to
manage and oversee the engagement of local indigenous communities.

16.3.2 Investment in Indigenous Affairs

The 2007-08 and 2008-09 Budgets provided an accumulative $55.7 million in additional funding to
improve the lives of Indigenous Victorians. The funds are split across the ten programs as detailed
in table 16.4.
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Table 16.4: Budget Investment in
Improving the Lives of Indigenous Victorians

Output Initiative TEI
($ million)

2007-08 Budget Initiatives

Building capacity of Indigenous Victorians 5.1
Improved Koori Maternity Services 1.2
Improving the lives of young Indigenous Victorians 115
Koori Business Network 1.8
2007-08 Budget Total Estimated Investment 196

2008-09 Budget Initiatives

Enhanced and expanded residential care 4.1
Strengthening aboriginal organisations 3.8
Improving outcomes for indigenous children in early childhood and at school 25.3
Youth employment program 2.0
Koori County Court 0.6
Indigenous leadership strategy initiatives 0.4
2007-08 Budget Total Estimated Investment 36.2

Source: 2007-08 Budget Paper No. 3 Service Delivery, p. 274
2008-09 Budget Paper No. 3 Service Delivery, p. 292

The new budget allocations since the release of the VIAF in October 2006, as detailed in table 16.4,
bear close relation to VIAF Strategic Actions. These new funding allocations are recorded in the
budget papers as Government-wide output initiatives and have a combined impact on the 12 major
budget outputs across five Departments.

16.3.3  Major Outputs and Performance Measures

The 2008-09 Budget papers contains only one major output which relates directly to Indigenous
affairs, Indigenous Community and Cultural Development. However, analysis of the Departmental
Output Statements in Budget Paper No. 3 identified a total of five major outputs which have
associated performance measures that relate to Indigenous Affairs. In total, the 2008-09 Budget
papers include 21 performance measures that relate directly to Indigenous Affairs. These are
detailed in Table 16.5:
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Table 16.5: Major Outputs/Deliverables and performance
measures that relate to indigenous communities

Department

Major Outputs/Deliverables and Performance Measures

Department of Human
Services

Long Term Housing Assistance

Number of households assisted (public, aboriginal and community long-term
tenancies at end of year)

Department of Planning and
Community Development

Indigenous Community and Cultural Development

Formal consultations with Aboriginal communities concerning community
building and cultural heritage management activities and government issues

Governance training programs supported

Heritage projects jointly developed and carried out with Aboriginal
communities

Heritage training activities addressing community identified priority issues

Local Indigenous representation groups established

Meetings of Aboriginal Heritage Council supported

Verified records added to heritage data base

Increase in board members undertaking governance training

Local Indigenous groups developing local plans

Proportion of Indigenous community organisations receiving funding from
multiple departments on a single funding agreement

High priority cyclical building maintenance works completed within stipulated
time frames

Lake Tyers projects: completed within set timeframes

Proportion of Community Infrastructure feasibility studies completed within
agreed time

Department of Education and
Early Childhood Development

Early Years (schools)

Percentage of Year 3 Indigenous students reaching national benchmarks in
reading

Percentage of Year 3 Indigenous students reaching national benchmarks in
numeracy

Koorie home school liaison officers employed

Koorie educators employed

Middle Years (schools)

Percentage of Year 5 Indigenous students reaching national benchmarks in
reading

Percentage of Year 5 Indigenous students reaching national benchmarks in
numeracy

Department of Justice

Community Safety and Crime Prevention

Crime prevention initiatives established to support the Koori community

Source: 2008-09 Budget Paper No.3 Service Delivery, pp.68-70, 116, 174, 185-203
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A wide range of Government programs impact on the lives and wellbeing of Indigenous Victorians,
as evidenced by the spread of initiatives and outputs identified in tables 16.4 and 16.5. However the
Committee is concerned that the outcomes associated with these programs are not clearly
established in the Departmental Output Statements in the budget papers. This makes it difficult to
determine the effectiveness of the Government in delivering these programs.

This was further evidenced in the Estimates Hearing with the Minister for Aboriginal Affairs,
where the Minister advised the Committee that only one of the new output initiatives listed in the
2008-09 Budget related to his portfolio.

While the committee recognises the difficulty in presenting government-wide output initiatives in a
budget paper where outputs are listed according to department, it would like to see more done to
ensure that new output initiatives are not simply lost among the existing budget paper outputs and
performance measures.

Specifically, in the case of Indigenous affairs, the outputs and performance measures included in
the 2008-09 Budget bear little reference to either the VIAF strategic actions or the new output
initiatives of the 2007-08 and 2008-09 Budgets. The Committee Recommends that:

Recommendation 39: That the Government review the Departmental Output
Statements in Budget Paper No. 3 with a view to
ensuring that the strategic actions identified in the
Victorian Indigenous Affairs Framework are adequately
reflected.
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16.4 Strengthening the Justice System and Ensuring the
Corrections System can meet Increasing Demand

16.4.1 Introduction

The main purpose of the Department of Justice is to assist the government to achieve its vision of a
'safe and just Victoria'. While the Department is responsible for six portfolios, this chapter will
focus on specific aspect of the portfolios of the Attorney General and the Minister for Corrections.

The 2008-09 Budget contains 15 major Department of Justice outputs, relating to eight key areas.
Total expenditure in 2008-09 across these eight areas is estimated to be $3.6 billion, an increase of
13.5 per cent over the previous year. Two of these areas, Dispensing Justice ($415 million in
2008-09) and Enforcing Correctional Orders ($570 million in 2008-09) are the focus of this
chapter.

(@) The Justice System
The justice system in Victoria has two main separate systems:3*

o the Criminal Justice System. Brings together a number of agencies to prevent, detect and
prosecute crimes, support victims of crime, dispense justice and manage offenders in
correctional settings; and

o the Civil Justice System. A network of courts and legal processes that provides a just and
accessible means of resolving civil disputes at the lowest appropriate level and enforces,
restores and protects private and personal rights.

In May 2004, the Attorney-General released the Justice Statement. It outlined the Government’s
vision for the justice system in Victoria in light of challenges facing the system including the
over-representation of disadvantaged groups in the criminal justice system and finding new
approaches to address the high cost of litigation and to make dispute resolution more accessible.
The Justice Statement identified 25 major initiatives to be completed by 2014 within the following
categories:

o reforming criminal law and procedure;

e modernising the courts;

e modernising the legal profession;

e resolving civil disputes earlier;

e promoting human rights and reducing systemic discrimination;

e improving responses to victims of crime;

o developing problem solving courts to address the causes of crime; and
e improving access to legal advice, information and assistance.

Dispensing Justice has two major outputs, Court Matters and Dispute Resolution, and Public
Prosecutions. The 2008-09 Budget provided $415.2 million in 2008-09 to address these outputs
with $198.2 million in new funding to be applied over four years to strengthen the justice system,
reduce delays and improve the experience of Victorians in dealing with courts and the judicial
system.

842 Department of Justice, Annual Report 2006-07, pp.6-7
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(b) The Corrections System

The Victorian corrections system includes more than 50 community correctional facilities and
13 prisons across the state, each catering to the specific needs and requirements of its inmates.

Enforcing Correctional Orders also has two major outputs, Prisoner Supervision and Support, and
Community Based Offender Supervision. The 2008-09 Budget provided $570 million in 2008-09
to address these outputs, with $603.6 million in new funding to be applied over four years to ensure
the corrections system can meet increasing demand and protect the Victorian community.

16.4.2  Justice System Improvements

During the budget estimates hearings, the Committee questioned the Attorney-General on the
performance of the Courts in relation to waiting lists and waiting times. Budget paper No.3 Service
Delivery, includes one measure of timeliness across all courts as detailed in table 16.6

Table 16.6: 2008-09 Budget Paper Performance Measure
2006-07 2007-08 2008-09
Expected Expected Target
Actual Actual
(Per Cent) (Per Cent) (Per Cent)
Court Matters and Dispute Resolution
Criminal and non-criminal matters disposed within 81 79 80
agreed timeframes.
Source: Department of Treasury and Finance, Budget Paper No. 3 Service Delivery, p.171

This measure was introduced in the 2007-08 Budget to consolidate the ‘matters disposed within
agreed timeframes’ measures and was achieved by averaging the individual performance targets for
the Supreme, County, Magistrates’, Children’s and Coroner’s Courts as well as the State Coroners
Office, the Victorian Civil and Administrative Tribunal (VCAT) and the Dispute Settlement Centre
of Victoria (DSCV).

For the purpose of clarity, the Committee requested a breakdown of this information for each court
in Victoria (see table 16.7).
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Table 16.7: Court Performance (Timeliness)
2006-07 2007-08 2008-09
Matters disposed within agreed timeframes Actual | Expected | Target
Actual
(Per Cent) | (Per Cent) | (Per Cent)
Supreme Court Civil cases disposed of within 12 months of 85 75 75
commencement
Criminal cases disposed of within 12 months of 81 75 75
commencement
County Court Civil cases disposed of within 12 months of 51 50 45
commencement
Criminal cases disposed of within 12 months of 84 80 80
commencement
Magistrates’ Court | Proportion of matters finalised within 12 months 53 68 60
VOCAT
Proportion of matters finalised within 6 months 97 97 97
CRV
Proportion of matters finalised within 6 months 79 79 75
Civil
Proportion of matters finalised within 6 months 88 88 85
Criminal
Children’s Court Criminal division matters finalised within 6 88 85 85
months
Protection applications finalised within 6 months 77 80 80
Coroner’s Court Matters finalised within target elapsed time 75 75 75
benchmarks
VCAT Matters finalised within target elapsed time 90 90 90
benchmarks
DSCV Matters finalised within target elapsed time 85 82 82
benchmarks
2008-09 Budget Paper Figures ; 79 80
Source: Department of Justice, response to Questions on Notice (Appendix 4)

Department of Justice, Annual Report 2006-07, pp.108-112

Court performance between 2006-07 and 2007-08 fell across six of the 13 measures of timeliness,
while performance rose in only two measures. Likewise, eight of the targets identified for 2008-09
are lower than either the 2006-07 actual or the 2007-08 estimated actual.

The Committee understands, and appreciates that the Government has taken significant steps in the
last few years to reduce the number of output measures to a more accessible level. However, it
believes that given the significant variations in the performance of individual courts, ranging from
50 per cent to 97 per cent in 2007-08, the measures identified in table 16.7 should be included
within the Budget Papers. The Committee believes that the removal of these measures from the
budget papers hampers the ability of Parliament to effectively gauge performance in an area
identified as a high priority in the Justice Statement and reflected in the new funding associated
with this output ($198.2 million).
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The Committee also recommends that the Auditor-General undertake further performance audits of
the Court System as a means of assisting the courts to improve timeliness and other performance

measures.

Recommendation 40.

That the Department of Justice reinstate the individual

measures associated with timeliness in relation to each of
the major courts of Victoria.

Recommendation 41.

performance audits of the Courts.

That the Auditor-General undertake further

The 2008-09 Budget provided $198.2 million in new funding over four years to strengthen the
justice system, with $114.2 in output funding and $84.0 million in asset investment. Table 16.8
details the estimated budgeted funding over the 4 out years.

Table 16.8: New Investment in the Justice System 2008-09

2008-09 2009-10 2010-11 2011-12 Total

($ million) | ($ million) | (§ million) | ($ million) | ($ million)
Output Funding
Children’s Court Workload and Resourcing 2.2 1.3 1.3 1.3 6.1
Evidentiary Audio Visual Recording 0.6 0.3 0.5 1.0 24
Equipment
Improving Dispute Resolution Services 3.3 4.7 4.8 4.6 17.4
Magistrates’ Court — Safety, Security and 3.3 34 35 35 13.7
Risk Management
Melbourne Legal Precinct Master Plan — Old 0.9 1.9 1.9 2.0 6.7
County Court Refurbishment
Mortuary Services 4.2 5.6 6.3 7.7 238
Reducing Court Delays — Supreme Court 5.9 8.4 11.1 12.1 37.5
Sexual Assault Reform (Rural and Regional 15 1.7 1.7 1.7 6.6
and Geelong)
21.9 27.3 31.1 33.9 114.2

Output Investment Total
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Table 16.8:New Investment in the Justice System 2008-09 (continued)

2008-09 2009-10 2010-11 2011-12 Total
($ million) | ($ million) | ($ million) | ($ million) | ($ million)

Asset Funding
Children’s Court Workload and Resourcing 0.3 0.1 - - 0.4
Evidentiary Audio Visual Recording 7.5 9.2 2.4 - 19.1
Equipment
Improving Dispute Resolution Services 0.2 0.1 - - 03
Magistrates’ Court — Safety, Security and 2.0 - - - 2.0
Risk Management
Melbourne Legal Precinct Master Plan — Old 17.5 5.0 - - 22.5
County Court Refurbishment
Mortuary Services(a) - - 10.0 18.0 38.0
Reducing Court Delays — Supreme Court 0.3 0.2 - - 0.5
Sexual Assault Reform (Rural and Regional 0.8 0.4 - - 12
and Geelong)
Asset Investment Total 28.6 15.0 12.4 18.0 84.0
Total 50.5 423 435 51.9 198.2
Notes: (@) The TEl includes 10 million funding in 2012-13
Source: Department of Treasury and Finance, 2008-09 Budget Paper No. 3, pp.335-342
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The new funding for the justice system, as detailed in table 16.8 is a combination of asset and
output funding to address eight programs. The largest investment in 2008-09 is $61.8 million, to
provide a more modern and responsive forensic pathology service within the State’s mortuary
service. This funding will enable the employment of five additional forensic pathologists, a trainee
forensic pathologist and related scientific staff, and the upgrading of facilities at the Victorian
Institute of Forensic Medicine.?*

During the Estimates Hearings the Attorney-General advised the Committee that court matters are
becoming more complex and as they become more complex, are more difficult to settle out of
Court. Consequently, more cases are being heard in Court which is having a knock-on effect on the
time taken to dispose of cases. To combat this, the 2008-09 Budget includes $17.7 million to
improve dispute resolution services. This funding will enable a range of initiatives including:**

e an expansion of dispute resolution services in rural and regional locations;
¢ enhancing court annexed mediation in the Magistrates’ Court; and

e providing additional resources in each of the Supreme and County Courts for judge-led
mediation.

16.4.3

The 2008-09 Budget provided $603.6 million in new funding over four years to improve the
corrections system, with $287 million in output funding and $316.6 million in asset investment.
Table 16.9 details the estimated budgeted funding over four years.

Corrections System Improvements

Table 16.9:  New Investment in the Corrections System 2008-09

2008-09 2009-10 2010-11 2011-12 Total

($ million) ($ million) ($ million) ($ million) ($ million)

Output Funding
Better Pathways 3.8 3.9 - - 7.7
Building Confidence in 53.2 65.1 73.3 83.0 274.6
Corrections
Major Crimes 1.1 1.2 1.2 1.2 4.7
Output Funding Total 58.1 70.2 74.5 84.2 287.0
Asset Funding
Building Confidence in 78.2 92.3 98.8 44.4 316.6
Corrections®
Asset Funding Total 78.2 92.3 98.8 44.4 316.6
Total 136.3 162.5 173.3 128.6 603.6
Notes: (@) the TEl includes $2.9 million funding in 2012-13
Source: Budget Paper No. 3 Service Delivery, 2008-09, pp. 335-341

343
s ibid. pp.337
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Victoria’s prison population is increasing. In June 2003, there were 3,763 prisoners in Victorian
prisons. Since then, this figure has increased by 11.2 per cent to 4,183.** Correspondingly, while
capacity has increased by 5.8 per cent, prison utilisation rates rose from 91.6% in 2003 to 96.2 per
cent in June 2007. This has increased the pressure on the State’s corrections system and provided
the impetus for the Government’s new initiative Building Better Confidence in Corrections.**
Figures 16.10 and 16.11 detail the trends in male and female prisons in Victoria from 2003 to 2007.

Figure 16.10: Prisoner numbers and prison operational capacity
-men’s prisons at 30 June 2003 to 30 June 2007
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Source: Corrections Victoria, Statistical Profile Of The Victorian Prison System 2002-03 to 2006-07, p. 8

Figure 16.11: Prisoner numbers and prison operational capacity
-women’sprisons at 30 June 2003 to 30 June 2007
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Source: Corrections Victoria, Statistical Profile Of The Victorian Prison System 2002-03 to 2006-07, p. 9

Of the $603 million of new funding in the budget papers that relates to improvements in the
corrections system, $591.2 million (98 per cent) is attributed to the Building Confidence in
Corrections initiative. Building Confidence in Corrections provides for the expansion of the male
prison system, including the construction of a new 350 bed prison at Ararat and expansion of
capacity at various existing prison sites. Funding will also allow the Government to continue its
detention scheme for high risk sex offenders and expand post release housing support initiatives to
reduce the risk of reoffending.

5 Corrections Victoria, Statistical Profile Of The Victorian Prison System 2002-03 to 2006-07, p.8

3 ibid. p.9
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16.5 Level crossing safety package

16.5.1 Background

The Committee noted that the Australian Institute of Health and Welfare found in its national
overview of serious non-fatal injury in Australia due to transport accidents involving a railway
train, including level crossing accidents, that major railway disasters are uncommon. However,
when they do occur, they often involve a number of fatalities as well as persons seriously injured.
While it is usual for there to be a small number of fatalities, occasionally many deaths occur such
as the level crossing crash near Kerang in 2007 with 11 fatalities.** The Institute reported that
from 2001-02 to 2005-06, Victoria had the highest number of level crossing-related hospitalisations
with 129 or 51.8 per cent out of the 249 persons seriously injured in Australia as a result of a
transport accident involving a collision with a train at a level crossing (Queensland with
50 hospitalisations was the second highest). In terms of the circumstances surrounding the injury,
of the 129 hospitalisations in Victoria over the five year period, 52 related to injuries to occupants
of cars while 49 related to injuries to pedestrians injured in the collision with trains. Victoria had
the second highest number of public level crossings, next to Queensland.>*

Ensuring level crossings are safe for road, rail and pedestrian traffic is an important priority for the
Victorian Government. As part of the transport and liveability statement, Meeting Our Transport
Challenges, the government has increased funding for level crossing upgrades.®* The Committee
is aware that:

e $10.8 million was allocated over four years in the 2005-06 Budget for the Level Crossing
Upgrade Program;**°

e activities associated with the upgrade of public railway crossings forms part of the Department
of Infrastructure’s Public Transport Safety and Regulation output;*** and

e the government has provided $33.2 million over four years from 2007-08 to 2010-11 as part of
the Level Crossing Safety Package (refer to sections 16.4.2 and 16.4.3 of this chapter for
further comments).

As at 12 May 2008, there were 1,872 road level crossings on active rail lines in Victoria. The
various types of level crossings are shown in table 16.12.

347 Australian Institute of Health and Welfare, Serious injury due to transport accidents involving a railway train,

Australia, 2001-02 to 2005-06, p.1

348 ibid., pp.13 and 18

z:z www.transport.vic.gov.au, accessed 19 September 2008
ibid.

%1 Budget Paper No.3, 2008-09 Service Delivery, p.123
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Table 16.12: Road Level Crossings on Active Rail Lines in Victoria

12 May 2008
Type of crossing Number Percentage
%

Crossings with Give Way signs 936 50.0
Crossings with flashing lights and warning bells 398 21.3
Crossings with boom barriers 360 19.2
Crossings with stop signs 151 8.1
Crossings with another form of protection 27 14
e.g. traffic lights, position markers or interlocked gates

Total 1,872 100.0
Source: www.doi.vic.gov.au, accessed 19 September 2008

The government upgraded 153 level crossings during 2005-06 and 2006-07 and expects that a
further 46 would be improved in 2007-08.%52 The government has set a target for 45 public railway
crossings to be upgraded in 2008-09.%%

In terms of developments at a national level to ensure that a system-wide approach to level crossing
safety is adopted, the Committee observed that:

o rail level crossing working groups were considering a range of safety improvements at level
crossings such as nationally consistent speed reductions in the lead-up to crossings, advance
warning systems on approaches to crossings and the trialling of cameras;**

e when the Australian Transport Council met on 2 May 2008, Ministers agreed to the
development of a package of railway level crossing safety initiatives, including consideration
of:**

— amajor trial of low-cost level crossing treatments;
— national media and enforcement initiatives for level crossings;
— other best practice initiatives to improve level crossing safety; and

e the National Transport Commission, in its Strategic Plan for 2008-09 to 2010-11, earmarked as
a high priority the development of enforcement guidelines to support improved safety at level
crossings.®®

On 14 May 2008, the Minister for Public Transport released the results of a two year audit of every
road level crossing in Victoria. The Australian Level Crossings Assessment Model (ALCAM)
results were available to road and rail safety experts as well as local councils, VicRoads and other
stakeholders to use as the basis for level crossing improvements (further comments are included in
section 16.4.4 of this chapter).*’

82 Hon. L Kosky MP, Minister for Public Transport, 2008-09 Budget Estimates hearing, 14 May 2008, p.3

33 Budget Paper No.3, 2008-09 Service Delivery, pp.123-124

354 Victoria’s Road Safety Committee, Inquiry into Safety at Level Crossings, Mr T. Sargant, General Manager,

Safety and Asset Management, Department of Infrastructure, transcript of evidence, 3 March 2008, p.2

Australian Transport Council, Joint Communique, 2 May 2008, p.5

356 National Transport Commission, 2008-09 to 2010-11 NTC Strategic Plan

7 Hon. L Kosky MP, Minister for Public Transport, media release, Victoria’s level crossing audit sets foundation
for Brumby Government to build on rail safety record, 14 May 2008

355
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The Committee noted that according to the Minister for Public Transport, the government intended
to request the Victorian Rail Crossing Safety Steering Committee, which includes experts from the
Department of Infrastructure, VicRoads, VicTrack and rail operators, to research new technologies
to help improve level crossing safety, particularly GPS devices and radio signalling.®®

The Committee also noted that the Victorian Parliament’s Road Safety Committee, by resolution of
the Legislative Council on 18 July 2007, has been assigned the reference to inquire into and report
on existing, new and developing technologies for implementation to improve safety at level
crossings. The report date for this inquiry has been extended from 29 February 2008 to
31 October 2008.%°

The Auditor-General’s Office Annual Plan for 2007-08 included a prospective limited scope
review for 2009-10 titled “Status of rail safety initiatives and the potential impact of outstanding
works (including level crossing improvement program)”.*® In the Annual Plan for 2008-09, the
Auditor-General has included a wider banner titled “Assessment of major rail projects, including
project outcomes™. %!

The Committee looks forward to monitoring developments in this area over the ensuing years.

16.5.2 Funding package to improve safety at level crossings

On 25 June 2007, the Premier announced a program to improve level crossing safety in Victoria.
Under the program, every rail crossing on a Highway in regional Victoria is to have flashing early
warning signs as part of a $33.2 million package to improve safety at level crossings across the
state.**? The package also included new penalties and laws relating to enforcement. A summary of
the Level Crossing Safety package, which contains extra safety measures in addition to the annual
program, is shown in table 16.13.

38 The Office of the Premier, Media release, Major program to improve level crossing safety in Victoria,

25 June 2007

www.parliament.vic.gov.au/rsc/Crossings/lc, accessed 19 September 2008

360 Victorian Auditor-General’s Office, Annual Plan 2007-08, p.23

361 ibid., p.27

362 The Office of the Premier, Media release, Major program to improve level crossing safety in Victoria,
25 June 2007

359
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Table 16.13: The Level Crossing Safety Package
Description of components and associated funding

Component Description $ Million Percentage
53 automated advance To be installed at all 26 level crossings on 111 33.4
warning signs Highways and a further 27 high road traffic volume

sites. The flashing lights are to be activated
automatically when a train is approaching to warn
motorists well in advance of reaching the crossing.

Installation of rumble Rumble strips to be installed on each side of 200 11.7 35.2
strips at 200 crossings level crossings in regional Victoria. These raised
road strips will physically alert motorists to
upcoming level crossing signage.

The Don't risk it! The campaign will be updated to incorporate new 2.0 6.0
Awareness campaign measures and laws, and will be distributed via
print, radio and television and school programs.

Line of sight An accelerated program of works will occur at 3.0 9.0
improvements approximately 75 level crossings to eliminate any

‘line of sight’ problems such as overgrown

vegetation.
Trial of compliance A trial of compliance ‘red light' cameras will be 1.8 5.4
cameras undertaken at two major level crossings — one

metropolitan and one regional

Program management 3.6 10.8
Total 33.2 100.0
Notes: (@) the Level Crossing Safety Package includes enforcement provisions whereby penalties for

level crossing infringements will be strengthened, rising from $177 and three demerit points
to $430 and four demerit points. A new offence will also be introduced for speeding to beat a
train, crossing tracks when lights and bells are operating, or weaving in between
boom-gates that are down. It will carry a fine of 30 penalty units ($3,304), four demerit points
and automatic three month licence suspension

Source: The Office of the Premier, Media release, Major program to improve level crossing safety in
Victoria, 25 June 2007

16.5.3 Allocation of level crossing safety package over the forward
estimates

The way in which the funding for the Level Crossing Safety Package is reflected in the budget
papers over the forward estimates is explained in table 16.14. Under the Department of
Infrastructure’s Public Transport Safety and Regulation output, the Committee noted that against
the target for 40 public railway crossings to be upgraded in 2007-08, the expected outcome was for
46 upgrades to occur in 2007-08, which demonstrated the government’s commitment to continue
improving level crossing safety across Victoria. The expected total cost for this output of
$29.9 million was also significantly above the target of $20.0 million for that year, reflecting the
additional funding provided post the 2007 budget.*

963 Budget Paper No.3, 2008-09 Service Delivery, pp.123-124 and 127
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Table 16.14: Level Crossing Safety Package
Presentation in the budget papers over the forward estimates

Item 2007-08 2008-09 2009-10 2010-11 Total

$ Million | $ Million | $ Million | $ Million | $ Million

2007-08 Budget Update

Output initiatives : government -wide

Level Crossing Infrastructure 4.2 1.0 1.0 2.2 8.4
Pilot Compliance Cameras 0.6 0.6 1.2
Sub-total 4.8 1.6 1.0 2.2 9.6(a)

Asset initiatives : government -wide

Level Crossing Infrastructure 13.8 6.4 2.7 22.9
Pilot Compliance Cameras 0.6 0.6
Sub-total 14.4 6.4 2.7 235
Total output and asset initiatives 19.2 8.0 3.7 2.2 331
Note: (a) the forward estimates contained in the 2008-09 Budget include $1.5 million in 2011-12

Sources:  2007-08 Budget Update, pp.113-114 and Budget Paper No.3, 2008-09 Service Delivery,
pp-290 and 301

16.5.4 Risk assessment to assist in prioritising crossings for
upgrading

The Committee noted that the government had undertaken a two year survey of all road and
pedestrian railway crossings in Victoria to assist in the identification of railway ‘blackspots’ and
provide the basis for prioritising crossings for upgrading using the Australian Level Crossing
Assessment Model (ALCAM) method of risk assessment.***

At the budget estimates hearing, the Committee heard from the Minister for Public Transport that
ALCAM, a nationally agreed assessment, is based on the likelihood of an accident and the
consequences if there is an accident. It takes into account rail and road traffic volumes, weather
conditions and the types of vehicles (e.g. carrying large numbers of people or single cars).** There
are some 40 risk characteristics and controls which are considered by the model, which then
produces a Likelihood Factor for the crossing. The Likelihood Factor indicates whether a crossing
is categorised as ‘high-medium-low’ risk, with safety hazards that require priority attention.*®
Multiplying the Likelihood Factor by the number of trains and vehicles using the crossing
(exposure rating) gives the Total Risk Exposure Score. This allows comparison of the relative risk
between different level crossings, which enables priorities to be set for future safety improvement
works.®*" Level crossings are ranked in terms of a risk score.

364
365

www.transport.vic.gov.au, accessed 19 September 2008

Hon. L Kosky MP, Minister for Public Transport, 2008-09 Budget Estimates hearing, transcript of evidence,
14 May 2008, p.14

Director of Public Transport and the Victorian Rail Industry Operators Group, Criteria for Infrastructure at
Railway Level Crossings — Occupation Crossings, p.12

367 ibid., p.13
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The Committee noted that the five crossings with the highest risk scores were as follows:*®

(1) Springvale Rd Nunawading Richmond-Ringwood route
2 Springvale Rd Springvale Caulfield-Dandenong route
(3) Mitcham Rd Mitcham Richmond-Ringwood

4 Main Rd St Albans North Melbourne-Sydenham
() Furlong Rd St Albans North Melbourne-Sydenham

With regard to providing a contextual background to the risk assessment to assist in understanding
the outcome, the Minister brought to the Committee’s attention that:*®°

given that ALCAM is a dynamic assessment at a particular point of time, rankings will change
as level crossing upgrades are completed;

every level crossing is dangerous if people do not obey the rules;

a recent report by the Australian Transport Safety Bureau found that in almost all cases driver
error was the cause of a level crossing accident;

the outcome is not an assessment of the danger, but rather the risk assessment provides a
priority listing for the sorts of works that might be done to actually affect driver behaviour in a
sense; and

the top ranked crossings already have boom gates, flashing lights and warning bells in place
and, as such, the issue of enforcement as well as ensuring drivers are doing the right thing at
those level crossings become important (these 200 crossings have a higher rating because of
the volume of road traffic which passes across them).

The Committee also noted that the list does not categorise crossings as ‘most safe’ or ‘least safe’
because the government claims that all level crossings are safe if drivers obey the signs and take
care.®® At the budget estimates hearing, the Minister for Public Transport stated that the
government is transparent about the level crossing upgrade program as the crossings have been
nominated.®* The Minister informed the Committee, however, that:*"

“I think it is very dangerous to be talking about the most dangerous level crossings
versus the others, because it actually gives the impression to people that, when they
get to a level crossing that is at a lower number, somehow it is safe to break the
law and to actually do the wrong thing — it is not. It is not in order of the most
dangerous; it is a risk assessment on the basis of volumes of traffic — rail and
road — and local conditions, and a number of other issues about vehicle
occupancy as well, whether it is passenger train versus rail freight train, or
whether it is a larger vehicle carrying quite a number of passengers versus a car
or versus a truck. So it takes into account all those sorts of issues.”

The Committee welcomed the commitment given by the Minister to provide information to
Members of Parliament about the model on which the process is based if they have genuine

368

369

370

371

372

www.transport.vic.gov.au/Railway crossing safety initiatives, level crossing assessments, Priority List

12 May 2008

Hon. L Kosky MP, Minister for Public Transport, 2008-09 Budget Estimates hearing, transcript of evidence,

14 May 2008, p.20 and Hon. L Kosky, media release, Victoria’s level crossing audit sets foundation for Brumby
Government to build on rail safety record, 14 May 2008

Hon. L Kosky MP, Minister for Public Transport, media release, Victoria’s level crossing audit sets foundation
for Brumby Government to build on rail safety record, 14 May 2008

Hon. L Kosky MP, Minister for Public Transport, 2008-09 Budget Estimates hearing, transcript of evidence,

14 May 2008, p.22

ibid., p.21
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requests about particular level crossings.*? However, the Committee notes that the basis of
prioritisation of works needs to be made more transparent, given the time and investment
undertaken by the Department of Transport in technical assessments for each level crossing, as
alerted by the Minister for Public Transport.®”

To assist interested parties understand the process involved in undertaking the risk assessment of
level crossing safety and the identification of safety improvement works that may be undertaken by
authorities, the Committee considers that more information should be provided by the government
to explain the ALCAM model and the particular deficiencies that have been highlighted at high risk
level crossings throughout Victoria.

Recommendation 42: The Department of Transport publish on its website:

(@) aplain English summary of the Australian Level
Crossing Assessment Model; and

(b)  further details on the risk scores and risk rankings.

Ensuring that rail level crossings are safe is an important priority for the Victorian Government and
the wider community in general. The Committee believes the Department of Transport should
provide the following information (e.g. in its annual report):

e aconsolidated summary of the crossings assessed as requiring priority works, together with the
risk mitigation treatments to be applied at those crossings;

o the safety improvement works that have been undertaken at the level crossings; and

o atimeline for planned safety improvement works.

Recommendation 43: The Department of Transport provide the following
information (e.g. in its annual report) relating to the
unfolding of the level crossing safety program:

(@) the particular crossings assessed as requiring
priority works, together with the associated risk
mitigation treatments to be applied at each
crossing in summary form;

(b) the safety improvement works that have been
undertaken at each level crossing; and

(c) atimeline covering the safety improvement works
that are planned to be undertaken.

873 Hon. L Kosky MP, Minister for Public Transport, 2008-09 Budget Estimates hearing, transcript of evidence,

14 May 2008, p.22
4 ibid., p.21
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Key findings of the Committee:

171

17.2

17.3

17.4

175

17.6

17.7

17.8

17.9

17.10

The Committee noted that 1,200 people move to Melbourne each week. According to
growth forecasts by the Department of Treasury and Finance and the Department
of Planning and Community Development, Victoria’s population is now estimated to
reach 6.2 million in 2020 rather than 2030 (according to the forecast, Melbourne’s
population will increase by one million a decade earlier than predicted).

The Melbourne 2030 audit revealed that the fundamental principles underpinning
Melbourne 2030 to be more relevant than ever due to the pressures of increased
population growth, transport congestion, housing affordability and climate change.

The government response to the Melbourne 2030 audit titled Planning for all of
Melbourne, which addresses these challenges and sets out a framework of action
required over the next five years, provides a number of initiatives that includes the
targeting of $5.6 million towards Growth Areas Authority leadership and growth
areas structure planning.

The Committee was advised that under the Precinct Structure Planning Program,
three of the 40 proposed precinct structure plans have been approved.

The government will direct the Growth Areas Authority to ensure that all
37 Precinct Structure Plans, currently being developed for land within the urban
growth boundaries, are completed within the next four years.

The Committee believes that a schedule should be made public that identifies when
each of the Precinct Structure Plans is expected to be completed. Final reporting
should include details of the budget and costs involved in plan preparation and the
expected outcomes to be derived from each plan.

The budget papers record a new performance measure titled ‘Proportion of
Precinct Structure Plans completed in accordance with adopted process’. The target
set for 2008-09 is 100 per cent. The Committee believes, however, that it would be
more informative to also disclose a target for the actual number of plans expected to
be completed during the year.

In relation to the Precinct Structure Planning Program, the Committee considers
that performance measures to assess whether the intended outcomes are being
realised should be developed on a progressive basis as the program unfolds.

Audio web casting of proceedings in both the Legislative Council and Legislative
Assembly commenced on 19 August 2008. The capital cost of the project was
approximately $120,000 and operating expenditure in year one was estimated to be
$160,000.

The 2008-09 Budget includes a total of $1.9 million in new output funding and
$3.8 million TEI in new asset funding for the webcasting of Parliament.
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17.11  Additional funding needs to be provided by the government in future budgets so
that video webcasting can start in the Legislative Assembly in the 2009-10 financial
year and in the Legislative Council in 2010-11.

17.1 Introduction

In considering the budget estimates the Committee asked a total of 112 questions pertaining to the
Vibrant Democracy vision of the Growing Victoria Together (GVT) initiative. This represented
22.1 per cent of all questions asked in the budget estimates hearings.

The answers provided at the estimates hearings were recorded in Hansard and the transcripts of
evidence were contained in Appendix 1 of the Report on the 2008-09 Budget Estimates — Part One
and in Appendix 1 of the Report on the 2008-09 Budget Estimates — Part Two.

This chapter sets out an analysis of several key issues canvassed by the Committee at the budget
estimates hearings relating to the Vibrant Democracy vision of Growing Victoria Together.

17.2 Growth Areas Authority — expenditure associated with
growth areas structure planning

17.2.1 Introduction

Established in 2006 as part of the Victorian Government’s plan for outer urban development, the
Growth Areas Authority oversees planning and development in Melbourne’s five growth areas
(see figure 17.1). Its goals are to:*"

e develop communities that are socially, environmentally and economically sustainable;

e work with industry and local Councils to ensure economic, employment and housing priorities
are achieved; and

e improve the operation of regulatory and administrative processes over time to reduce costs and
increase efficiencies for developers and local Councils.

85 www.gaa.vic.gov.au/About Us, accessed 24 September 2008
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Figure 17.1: Melbourne’s five growth areas

Source: www.gaa.vic.gov.au/growth_areas, accessed 24 September 2008

The Committee, in its 2006-07 Budget estimates report, recommended that three years post
implementation, an independent evaluation of the Growth Areas Authority be commissioned to
examine whether it is meeting its objectives and delivering the intended outcomes to its key
stakeholders.®” The government indicated that while monitoring occurs on an ongoing basis, a
more formal evaluation would be considered after the Authority had been operating for a sufficient
period of time and key elements of the new planning arrangements were in place.*”

At the 2008-09 Budget estimates hearing, the Committee heard from the Minister for Planning that
there is a commitment to maintain and monitor the extent of zoned and unzoned land in
Melbourne’s growth areas, particularly in the Geelong region as well as Melbourne. This will assist
in supporting the Growth Areas Authority in undertaking their role and speed up the delivery of
new land in these growth areas in order to accommodate the strong demand of population growth.
The Committee was interested to hear that 1,200 people currently move to Melbourne each week®”®
and that according to growth forecasts by the Department of Treasury and Finance and the
Department of Planning and Community Development, Victoria’s population will reach 6.2 million
in 2020 rather than 2030 (according to the forecast, Melbourne’s population will increase by one
million a decade earlier than predicted).*

The Melbourne 2030 audit revealed that the fundamental principles underpinning Melbourne 2030
are more relevant than ever due to the pressures of increased population growth, transport
congestion, housing affordability and climate change. The government response to the audit, titled
Planning for all of Melbourne, released on 21 May 2008, which addresses these challenges and sets
out a framework of action required over the next five years, provides a number of initiatives that
includes the targeting of $5.6 million towards Growth Areas Authority leadership and growth areas
structure planning.®®
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Public Accounts and Estimates Committee, Report on the 2006-07 Budget Estimates, p.408

Government Responses to the Recommendations of Public Accounts and Estimates Committee’s 70" Report on
the 2006-07 Budget Estimates, p.46

Hon. J Madden, MLC, Minister for Planning, 2008-09 Budget Estimates hearing, transcript of evidence,

23 May 2008, p.3

The Office of the Premier, media release, New zone to boost housing in growth areas, 4 March 2008

Hon. J Madden, MLC, Minister for Planning, 2008-09 Budget Estimates hearing, transcript of evidence,

23 May 2008, p.4
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Given that Victoria’s population is now projected to increase by one million people by around
2020, a decade ahead of schedule,® this section of the chapter covers matters from an
accountability perspective about what the government is planning to do in relation to Melbourne’s
growth areas in terms of precinct structure planning.

17.2.2 Precinct Structure Plans

Precinct Structure Plans are master plans for whole communities of up to 30,000 people. Designed
to create new communities rather than just housing estates, they lay out roads, shopping centres,
schools, parks, housing, employment and the connections to transport. Precinct Structure Plans can
be:

e prepared and funded by council;

e council prepared with developer funding;
e developer prepared; or

e prepared by the Growth Areas Authority.

The Committee understands that a dedicated specialist planning team at the Growth Areas
Authority has been formed to work in partnership with councils to complete master plans and
reduce the lag time in housing and infrastructure.®® The Committee stresses the importance of
ensuring that the development of these new suburbs is well served by appropriate infrastructure and
services.

The Committee was advised that the Precinct Structure Planning Program will build on the work
that has already been done over the 40 precinct structure plans, three of which have been approved.
These three relate to the following plans:®*

e Cranbourne North Stage 1 (Casey-Cardinia growth area);
e Point Cook Homestead Road (Wyndham growth area); and
o Merrifield Central (Hume growth area).

The Growth Areas Authority is supporting councils across the growth areas to prepare the
remaining 37 Precinct Structure Plans to take the pressure off places where land is scarcest. In
some cases, the Growth Areas Authority is acting as an observer, facilitator or in partnership with
council.®®*

381 Hon. J Brumby, Premier of Victoria, Melbourne 2030 Audit Speech, 21 May 2008

382 Hon. J Madden, MLC, Minister for Planning, media release, $9 million boost to make new communities more
affordable and liveable, 10 June 2008

Hon. J Madden, MLC, Minister for Planning, 2008-09 Budget Estimates hearing, transcript of evidence,

23 May 2008, p.11

www.gaa.vic.gov.au/Precinct_Structure Plans/ accessed 25 September 2008
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At the budget estimates hearing, the Minister for Planning advised the Committee that:®*

““...through the precinct structure planning program, the Growth Areas Authority
is playing a significant role in reforming the planning process to speed up the
release of land to the market for 90,000 new homes. ... The precinct structure plan
program will oversee the implementation of the urban growth zone across the
growth areas by cutting the time it takes to prepare land for development by more
than 12 months. It will deliver housing more effectively in our growth areas by
rezoning all remaining development of greenfield land inside the urban growth
boundary in growth areas. It will streamline the existing planning process by
stripping the system of unnecessary delays and removing overlaps in duplicating
referral stages in the approval process and cutting thousands of dollars in
development costs and significantly increasing the supply of new homes.

The precinct structure plans will identify areas for housing, employment and other
opportunities, along with community facilities, public transport routes and open
space...”

The Committee noted that according to Planning for all of Melbourne, the government will direct
the Growth Areas Authority to ensure that all 37 Precinct Structure Plans, currently being
developed for land within the urban growth boundaries, are completed within the next four years.*¢

The Committee believes that a schedule should be made public that identifies when each of the
Precinct Structure Plans is expected to be completed. The Committee accepts that completion is not
just dependent on the Department of Planning and Community Development, but also involves the
active support of local councils, developers and other stakeholders. Final reporting should include
details of the budget and costs involved in plan preparation and the expected outcomes to be
derived from each plan.

Recommendation 44: The Department of Planning and Community

Development publish a schedule that discloses the
expected timeframe for completion of each Precinct
Structure Plan.
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Hon. J Madden, MLC, Minister for Planning, 2008-09 Budget Estimates hearing, transcript of evidence,
23 May 2008, p.11
Victorian Government, Planning for all of Melbourne, 21 May 2008, p.42
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17.2.3 Budget initiatives and performance measures- precinct
structure planning

The 2008-09 Budget provides $36.6 million in output funding over four years for a package of
initiatives to manage Victoria’s increasing population through better planning for growing
communities, the introduction of new residential zones and an increase in planning capability and
capacity.®®” Of this amount, $5.6 million is aimed at assisting the Growth Areas Authority to focus
on the delivery of precinct structure plans.®®

The Committee noted that in relation to the Department of Planning and Community
Development’s output titled Planning, Urban Design and Housing Affordability, the budget papers
record a new performance measure titled Proportion of Precinct Structure Plans completed in
accordance with adopted process. The target set for 2008-09 is 100 per cent.**

While the Committee supports the introduction of the new performance measure and the target for
all plans to be completed in accordance with adopted process, the Committee is of the view that it
would be informative to also disclose a target for the actual number of plans expected to be
completed during the year.

Recommendation 45: To ensure that meaningful information is disclosed in the
budget papers dealing with progress made in relation to
precinct structure planning, the Department of Treasury
and Finance ensure that the target for the performance
measure titled ‘Proportion of Precinct Structure Plans
completed in accordance with adopted process’ include
the number of Precinct Structure Plans expected to be
completed during the year.

The Committee also maintains that over the ensuing years, a suite of performance measures should
be developed that are directed at the effectiveness of the Precinct Structure Planning Program in
terms of the extent to which desired outcomes have been achieved. These measures should centre
on issues associated with reducing time delays in the planning process, the construction of new
homes and the creation of more employment opportunities in Melbourne’s growth areas. As the
Precinct Structure Planning Program is rolled out, the Committee expects to see relevant
performance measures being developed on a progressive basis and included in the Department of
Planning and Community Development’s annual report and budget papers where considered
appropriate.

Recommendation 46: Performance measures be developed on a progressive
basis to assess the effectiveness of the Precinct Structure
Planning Program in achieving the desired outcomes.
This information be disclosed in the Department of
Planning and Community Development’s annual report
and budget papers.

37 Budget Paper No.3, 2008-09 Service Delivery, pp.343 and 345

388 Hon. J Madden, MLC, Minister for Planning, 2008-09 Budget Estimates hearing, transcript of evidence, 23 May
2008, p.11

389 Budget Paper No.3, 2008-09 Service Delivery, p.186
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17.3 Audio and video webcasting of parliamentary proceedings

17.3.1 Background

Accountability to the community through unfettered access to parliamentary proceedings is central
to the integrity of Australia’s parliamentary system. In its Report on Strengthening Government
and Parliamentary Accountability in Victoria, the Committee investigated the feasibility of
implementing audio and video web casting of proceedings in the Victorian Parliament. As at that
date, all Australian Parliaments except for the Victorian, Tasmanian and South Australian
Parliaments had implemented the technology.

The Victorian Government announced in August 2007 that in 2008, it would provide funding for
the live audio webcasting of all sessions of the Legislative Assembly and Legislative Council.**
This funding was to be provided to make the Victorian Parliament accessible to the public. The
Committee’s findings also supported this view, and audio web casting of proceedings in both the
Legislative Assembly and Legislative Council subsequently commenced on 19 August 2008. The
capital cost was approximately $120,000 and operating expenditure in year one was anticipated to
be $160,000.**

17.3.2 Video Webcasting of Parliament in Other Jurisdictions

Whilst the technology for the video webcasting of Parliament is complex, it is not new. Across the
world, various parliaments have already implemented the technology for video webcasting. Such
countries include the United Kingdom, Scotland, Wales, Germany and France. In Australia, all
state parliaments have implemented audio and video webcasting, except South Australia and
Tasmania. Table 17.2 outlines the status and timelines for implementation of video webcasting
infrastructure in other Australian jurisdictions.

390 Hon. J Brumby MP, Premier, Brumby vows to strengthen accountability in Victoria, media release,

7 August 2007
301 Parliamentary Departments, Response to the 2008-09 Budget Estimates Questionnaire — additional information
sought by the Committee, received 11 September 2008, p.1

259



Report on the 2008-09 Budget Estimates — Part 3

Table 17.2: Date of implementation of Audio and Video Webcasting

in Australia
Webcasting
State Implemented Date of Implementation
Audio Video
Commonwealth of Australia Yes Yes August 2006 (question time only)
Legislative Assembly commenced February 2002
Y Y
New South Wales es es Legislative Council commenced Mid 2003
Audio broadcast commenced in July 2006
Y Y
Queensland es es and video commenced in July 2007
South Australia No No -
Tasmania Yes No Audio streaming commenced in 1991
Western Australia Yes Yes 2007
AC.T Yes Yes November 2007
Northern Territory Yes Yes August 2006
Source: Responses obtained from Parliamentary Departments across Australia, received

26 September 2008

Generally, the webcasting of parliamentary proceedings in state parliaments has been facilitated by
the installation of robotic cameras within the chambers, which are operated remotely by staff
employed by the parliament. The parliaments of New South Wales, the Commonwealth and
Western Australia also provide the broadcast feed to the media for their use. In these parliaments,
only on specific occasions are media cameras allowed into the chamber to film the proceedings,
and only by express authorisation of the Presiding Officer.*®® The Committee believes that the
Victorian Parliament should consider following in the footsteps of these Parliaments, and once the
video webcasting technology becomes well established and when the quality of the feed being
provided is of sufficient quality, consideration should be given to the provision of the broadcast
feed to the Victorian media for their use.

No provision has currently been made for archival/automated storage and retrieval of video web
casts in Victoria. The Department of Parliamentary Services advised the Committee that (based on
knowledge obtained from the Commonwealth Parliament) these services and systems are very
expensive and complex, and should be the subject of a separate future project. The Commonwealth
budget for the archival and storage process has been estimated at $4 million. There are currently no
other Parliaments within Australia that provide this service. The Committee believes that once the
infrastructure for video webcasting is firmly established in the Victorian Parliament, a review
should be conducted into the need for implementation of an archival/automated storage and
retrieval service for the video webcasts, as this will provide the public with greater access to view
key decisions made by Parliament.

392 Broadcast of Parliament Select Committee, Inquiry into the Queensland Parliament Video Broadcast System,

May 2008, p.6
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Recommendation 47: The Department of Parliamentary Services should
review the need for implementation of an
archival/automated storage and retrieval process for
video webcasting recordings.

17.3.3 Funding of the Video Webcasting Project

The committee also recommended in its report on Strengthening Government and Parliamentary
Accountability in Victoria that funding be provided in the near future for the video webcasting of
all Legislative Council and Assembly sessions, and other parliamentary proceedings.** The
Government’s response was to support this in part as follows:**

“The Government has committed to the audio webcasting of all sessions of the
Legislative Assembly and Legislative Council. The Government has funded this
measure in the 2008 Budget and audio webcasting commenced on 19 August 2008.

The funding will enable some of the infrastructure required for video webcasting to
be made available from the outset of audio webcasting. However, prior to the
introduction of video webcasting, there are significant resource and technology
cost issues to resolve over the introduction of cameras and facilities for filming,
which need to be balanced against the likely level of utilisation and the benefits
over and above audio webcasting.

Further, the Government notes its commitment is to webcast the proceedings of
both Chambers.”

The Department of Parliamentary Services advised the Committee that funding was allocated in the
2008-09 Budget for the installation of infrastructure to enable the video webcasting of
parliamentary proceedings. Table 17.3 highlights the overall output and asset funding which will be
provided for the audio and video webcasting.

Table 17.3: Output Funding for the Webcasting of
Parliamentary Proceedings

2008-09) 2009-10 2010-11) 2011-12) TEI
2008-09 Budget Initiatives

($ million) | ($ million) | ($ million) | ($ million) | ($ million)

Output Initiatives

Webcasting of Parliamentary Proceedings 0.2 0.5 0.6 0.6 1.9

Asset Initiatives

Webcasting of Parliamentary Proceedings 0.9 1.9 11 - 3.8

Source: 2008-09 Budget Paper No.3, Service Delivery, p. 357

393 Public Accounts and Estimates Committee, Report on Strengthening Government and Parliamentary

Accountability in Victoria, April 2008, p.51
Government response to the Public Accounts and Estimates Committee report on Strengthening Government and
Parliamentary Accountability in Victoria, September 2008, p.10
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According to the Department of Parliamentary Services, the process for the installation of
infrastructure to enable video webcasting has been split into two stages:

e provision of video webcasting of the Legislative Assembly; and
e provision of video webcasting of the Legislative Council.

The commencement of the video webcasting project is also subject to the completion of the current
Chamber Sound Replacement Project. Parliament is in the final stages of this project to upgrade the
audio capture infrastructure in both chambers of Parliament to provide a ‘clean’ stream of digital
sound for Hansard and video webcasting purposes. This project has required the implementation of
more refined digital sound processing, IT infrastructure upgrades, communication and storage
infrastructure, development of the web interface within the constraints of stringent parliamentary
security requirements and developing the skills and resource base needed to webcast both chambers
during sitting periods.**®

The Department has advised that the estimated cost for the provision of video webcasting of the
Legislative Assembly is $2.11 million, and for the Legislative Council $1.19 million. This is
broken down Table 17.4.

Table 17.4: Funding of Video Webcasting in
the Legislative Assembly and Legislative Council

Legislative Assembly Funding Legislative Council Funding
($'000) ($'000)
Output funding (operating) 250 100
Asset Funding (capital) 1,850 1,090
Source: Parliamentary Departments, Response to request for additional information relating to the 2008-

09 Budget Estimates Questionnaire, received 11 September 2008, p.2

The majority of the output funding requirements relate to the specialised skills needed for the
operation of the infrastructure, along with an increase in the workload resulting from video
processing and hence increased staffing needs.

The Department of Parliamentary Services will be seeking funds from the Government so that the
first stage of the video webcasting project (completion of the installation of infrastructure in the
Legislative Assembly) will be completed during the 2009-2010 financial year, and the second stage
(completion of the installation of infrastructure in the Legislative Council) will be completed
during the 2010-2011 financial year.

Overall the Committee believes that the Government’s plans to introduce the video webcasting of
Parliamentary proceedings are a positive step towards ensuring the greater accountability of
Parliament to the public.

Recommendation 48: The State Government funds in the forthcoming budgets
the Department of Parliamentary Services so as to
ensure the introduction of video webcasting of the
Legislative Assembly proceedings in 2009-10 and the
Legislative Council in 2010-11.

39 Parliamentary Departments, response to request for additional information relating to the 2008-09 Budget

Estimates Questionnaire, received 11 September 2008, pp.1-2

262




Chapter 17: Vibrant democracy

Recommendation 49:

The Department of Parliamentary Services should
conduct a follow up review to determine whether the
Parliamentary web casting systems are operating
effectively and whether or not the anticipated benefits of
implementation are being realised.
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APPENDIX 1: ACRONYMNS AND ABBREVIATIONS

ABARE Australian Bureau of Agricultural and Resource Economics
ABHI Australian Better Health Initiative

ABN Australian Business Number

AGSRC Average Government School Recurrent Cost

ALCAM The Australian Level Crossings Assessment Model

ARTC Australian Rail Track Corporation

A-IFRS Australian equivalents to International Financial Reporting Standards
BAC Blood Alcohol Concentration

BIA Business Impact Assessment

BITRE Bureau of Infrastructure, Transport and Regional Economics
CALD Culturally and Linguistically Diverse

CAV Consumer Affairs Victoria

CBD Central Business District

CDP Channel Deepening Project

CFA County Fire Authority

COAG Council of Australian Governments

CPI Consumer Price Index

DEECD Department of Education and Early Childhood Development
DFM Departmental Funding Model

DHS Department of Human Services

DIIRD Department of Innovation, Industry and Regional Development
DMG Dredged Material Grounds

DOl Department of Infrastructure

DOJ Department of Justice

DOT Department of Transport

DPC Department of Premier and Cabinet

DPCD Department of Planning and Community Development

DPI Department of Primary Industries

DPS Department of Parliamentary Services

DSCvV Dispute Settlement Centre of Victoria

DSE Department of Sustainability and Environment

DTF Department of Treasury and Finance

EBA Enterprise Bargaining Agreement

EFT Equivalent Full-Time

EMP Environmental Management Plan

ERC Expenditure Review Committee

ESC Essential Services Commission

ESL English as a Second Language
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FTE Full Time Equivalent

GCRG Government Communications Review Group

GFS Government Finance Statistics

GSP Gross State Product

GST Goods and Services Tax

GVT Growing Victoria Together

HACC Health and Climate Change

HRMS Human Resources Management System

ICT Information and Communication Technology

IT Information Technology

MCCA Ministerial Council on Consumer Affairs

NAP National Action Plan for Salinity and Water Quality

NAWP New Action on Weeds and Pests

NHT National Heritage Trust

NRA National Reform Agenda

NRE Department of Natural Resources and Environment

NRIP Natural Resources Investment Program

OHIS Office of Health Information Systems

RDV Regional Development Victoria

RFDF Rail Freight Development Fund

RIS Regulatory Impact Statement

SEES Supplementary Environmental Effects Statement

SEITA Southern and Eastern Integrated Transport Authority

SPP Specific Purpose Payments

SSC Shared Services Centre

TAFE Technical and Further Education

TEI Total Estimated Investment

VCAA Victorian Curriculum Assessment Authority

VCAT Victorian Civil and Administrative Tribunal

VCEC Victorian Competition and Efficiency Commission

VIAF Improving the Lives of Indigenous Victorians — Victorian Indigenous
Affairs Framework

VISTA Victorian Integrated Survey of Travel and Activity

VIicSES Victoria State Emergency Service

VPHS Victorian Public Health System

VPMF Victorian Pest Management — A Framework for Action

VPS Victorian Public Service

VRQA Victorian Registration and Qualifications Authority
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APPENDIX 2: LIST OF PERSONS AND
DEPARTMENTS PROVIDING
EVIDENCE AND RESPONSES TO THE
ESTIMATES QUESTIONNAIRE

EVIDENCE

12 May 2008
Portfolios: Premier’s; Multicultural Affairs; Veterans’ Affairs

Department of Premier and Cabinet; Department for Victorian
Communities

Hon. J Brumby MP, Premier;

Ms H Silver, Secretary

Mr M Duckworth, Acting Deputy Secretary

Mr M Kane, Acting Deputy Secretary

Mr A Fennessy, Executive Director, Department of Premier and Cabinet.

Hon. J Brumby MP, Minister for Multicultural Affairs and Minister for Veterans® Affairs;
Mr Y Blacher, Secretary;

Mr S Gregory, Chief Financial Officer;

Mr G Lekakis, Chairperson, Victorian Multicultural Commission;

Mr J Maclsaac, Executive Director, Youth Seniors Veterans and Disability, Department of
Planning and Community Development; and

Mr A Robinson, Minister Assisting the Premier on Veterans’ Affairs.
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13 May 2008
Portfolios: Treasury; Health

Department of Treasury and Finance; Department of Human Services

Mr J Lenders, Treasurer;

Mr G Hehir, Secretary;

Mr S Helgeby, Deputy Secretary, Budget and Financial Management Division;
Ms L Williams, Deputy Secretary, Economic and Financial Policy Division;
Mr T Bates, Director, whole of government; and

Mr S Schinck, Director, Planning and Executive Services, Department of Treasury and Finance.

Mr D Andrews, Minister for Health;

Ms F Thorn, Secretary

Mr A Hall, Executive Director, Financial and Corporate Services;

Mr L Wallace, Executive Director, Metropolitan Health and Aged Care Services; and

Dr C Brook, Executive Director, Rural and Regional Health and Aged Care Services,
Department of Human Services.
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and responses to the estimates questionnaire

14 May 2008
Portfolios: Education; Public Transport

Department of Education and Early Childhood Development;
Department of Transport

Ms B Pike, Minister for Education;
Professor P Dawkins, Secretary;
Mr J Rosewarne, Deputy Secretary, Office for Resources and Infrastructure; and

Mr T Cook, Deputy Secretary, Office for Planning, Strategy and Coordination, Department of
Education and Early Childhood Development

Ms L Kosky, Minister for Public Transport;

Mr J Betts, Secretary;

Mr B McDonald, Executive Director, Corporate Resources;
Mr A Smith, Deputy Secretary, Capital; and

Mr H McKenzie, Director of Public Transport, Department of Transport.
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15 May 2008

Portfolios: Police and Emergency Services; Corrections;
Parliamentary Departments; Arts

Department of Justice; Department of the Legislative Assembly,
Department of the Legislative Council; Department of Premier and
Cabinet

Mr B Cameron, Minister for Police and Emergency Services;
Dr R Kelleher, Acting Secretary; and

Mr K Anderson, Acting Executive Director, Police, Emergency Services and Corrections,
Department of Justice; and

Chief Commissioner C Nixon, Victoria Police.

Mr B Cameron, Minister for Corrections;
Dr R Kelleher, Acting Secretary;
Mr K Anderson, Acting Executive Director; and

Mr R Wise, Director, Prison Services, Department of Justice.

Mr R Smith, President of the Legislative Council;

Ms J Lindell, Speaker of the Legislative Assembly;

Mr R Purdey, Clerk of the Parliaments and Clerk of the Legislative Assembly;
Mr W Tunnecliffe, Clerk of the Legislative Council; and

Dr S O’Kane, Secretary, Department of Parliamentary Services, Parliament of Victoria.

Ms L Kosky, Minister for the Arts;
Ms P Hutchinson, Director;
Mr G Andrews, Deputy Director, Policy and Programs; and

Mr D Carmody, Deputy Director, Agencies and Infrastructure, Arts Victoria, Department of
Premier and Cabinet.
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and responses to the estimates questionnaire

16 May 2008

Portfolios: Agriculture; Small Business; Roads and Ports; Children
and Early Childhood Development; Women'’s Affairs

Department of Primary Industries; Department of Innovation, Industry
and Regional Development; Department of Transport; Department of
Education and Early Childhood Development; Department of Planning
and Community Development

Mr J Helper, Minister for Agriculture;

Mr R Bolt, Secretary;

Mr D Seymour, Deputy Secretary, Energy Resources and Major Projects;
Dr B Kefford, Deputy Secretary, Agriculture and Fisheries;

Mr C O’Farrell, Chief Financial Officer;

Mr P Bailey, Executive Director, Biosecurity Victoria;

Mr R Harris, Executive Director, Farm Services Victoria; and

Professor G Spangenberg, Executive Director, Bioscience Research, Department of Primary
Industries.

Mr J Helper, Minister for Small Business;
Mr D Hanna, Deputy Secretary, Strategy and Coordination;
Mr D Latina, Executive Director, Office of Small Business; and

Mr J Hanney, Chief Executive, Regional Development Victoria, Department of Innovation,
Industry and Regional Development.

Mr T Pallas, Minister for Roads and Ports;

Mr J Betts, Secretary;

Mr A Smith, Deputy Secretary;

Mr B McDonald, Executive Director Corporate Resources;
Mr G Liddle, Chief Executive Officer, VicRoads; and

Mr T Garwood, Executive Director, Freight Logistics and Marine, Department of Transport.

Ms M Morand, Minister for Children and Early Childhood Development;
Professor P Dawkins, Secretary;
Mr M White, Deputy Secretary, Office for Children and Early Childhood Development; and

Mr T Cook, Deputy Secretary, Office for Planning, Strategy and Coordination, Department of
Education and Early Childhood Development.
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Ms M Morand, Minister for Women’s Affairs;
Mr T Healy, Deputy Secretary;
Ms R Cumberland, Director, Office of Women’s Policy; and

Ms K Kelly, Manager, Policy Development, Office of Women’s Policy, Department of Planning
and Community Development.
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and responses to the estimates questionnaire

21 May 2008

Portfolios: Gaming; Consumer Affairs; Housing; Aboriginal Affairs;
Local Government

Department of Justice; Department of Human Services; Department of
Planning and Community Development; Department of Planning and
Community Development

Mr A Robinson, Minister for Gaming;

Dr R Kelleher, Acting Secretary;

Mr R Kennedy, Executive Director, Gaming and Racing;

Mr A Clayton, Project Director, Gambling Licences Review; and

Ms J Shinn, Executive Assistant to Executive Director, Gaming and Racing, Department of
Justice.

Mr A Robinson, Minister for Consumer Affairs;
Dr R Kelleher, Acting Secretary; and
Dr D Cousins, Executive Director, Consumer Affairs Victoria, Department of Justice.

Mr R Wynne, Minister for Housing;

Ms F Thorn, Secretary;

Ms M Crawford, Executive Director, Housing and Community Building;
Mr R Jenkins, Acting Director, Policy, Strategy and Communications, and

Mr A Hall, Executive Director, Financial and Corporate Services, Department of Human
Services.

Mr R Wynne, Minister for Aboriginal Affairs, and Minister for Local Government;
Mr Y Blacher, Secretary;

Ms A Jurjevic, Executive Director, Aboriginal Affairs Victoria;

Mr S Gregory, Chief Finance Officer, Corporate Finance;

Ms P Digby, Acting Deputy Secretary, Planning and Local Government; and

Mr C Morrison, Acting Director, Governance and Legislation and Local Government Programs,
Department of Planning and Community Development.
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22 May 2008

Portfolios: Community Services; Mental Health; Senior Victorians;
Community Development; Energy and Resources

Department of; Department of Human Services; Department of
Planning and Community Development; Dept. of Primary Industries

Ms L Neville, Minister for Community Services;

Ms F Thorn, Secretary;

Mr A Hall, Executive Director, Financial and Corporate Services;
Mr A Rogers, Executive Director, Disability Services;

Mr P McDonald, Executive Director, Children, Youth and Families;
Ms P White, Executive Director, Operations; and

Ms B Whitmore-Seidel, Director, Program and Sector Support, Children, Youth and Families,
Department of Human Services.

Ms L Neville, Minister for Mental Health;
Ms F Thorn, Secretary;
Mr A Hall, Executive Director, Financial and Corporate services; and

Ms G Callister, Executive Director, Mental Health and Drugs, Department of Human Services.

Ms L Neville, Minister for Senior Victorians;
Ms F Thorn, Secretary;
Mr A Hall, Executive Director, Financial and Corporate Services; and

Dr C Brook, Executive Director, Rural and Regional Health and Aged Care Services,
Department of Human Services; and

Mr Y Blacher, Secretary, Department of Planning and Community Development.

Mr P Batchelor, Minister for Community Development;

Ms G Myles, Deputy Secretary;

Mr D Ferrie, Executive Director, Community Programs; and

Mr S Gregory, Chief Financial Officer, Department of Planning and Community Development.

Mr P Batchelor, Minister for Energy and Resources;

Mr R Bolt, Secretary;

Ms M Lourey, Executive Director, Energy and Earth Resources;
Dr P Redlich, Director, Energy Technology Innovation; and

Mr C O’Farrell, Chief Financial Officer, Department of Primary Industries.
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23 May 2008

Portfolios: Planning; Sport, Recreation and Youth Affairs;
Environment and Climate Change Innovation

Department of Planning and Community Development; Department of
Sustainability and Enviornment

Mr J Madden, Minister for Planning;

Mr Y Blacher, Secretary;

Ms G Overell, Executive Director, Planning, Heritage and Urban Design;
Ms P Digby, Acting Deputy Secretary, Planning and Local Government;
Mr S Gregory, Chief Finance Officer, Corporate Finance; and

Ms M Ferrie, Director, Corporate Strategy, Department of Planning and Community
Development.

Mr J Merlino, Minister for Sport, Recreation and Youth Affairs;
Mr Y Blacher, Secretary;

Mr P Hertan, Executive Director, Sport and Recreation Victoria;
Mr S Gregory, Chief Financial Officer; and

Mr J Montgomery, Director, Office for Youth, Department of Planning and Community
Development.

Mr G Jennings, Minister for Environment and Climate Change;

Mr P Harris, Secretary; and

Mr D Hill, Chief Finance Officer, Department of Sustainability and Environment.
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30 May 2008

Portfolios: Innovation; Regional and Rural Development; Skills and
Workforce Participation; Major Projects; Industry and Trade;
Information and Communication Technology

Department of Innovation, Industry and Regional Development;

Mr G Jennings, Minister for Innovation;
Mr H Ronaldson, Secretary; and

Mr R Straw, Deputy Secretary, Department of Innovation, Industry and Regional Development.

Ms J Allan, Minister for Regional and Rural Development;
Mr H Ronaldson, Secretary;
Mr J Hanney, Chief Executive, Regional Development Victoria; and

Ms L Corbett, Executive Director, Infrastructure, Regional Development Victoria, Department
of Transport.

Ms J Allan, Minister for Skills and Workforce Participation;
Mr H Ronaldson, Secretary;

Ms P Neden, Deputy Secretary;

Mr S Ward, Director, Workforce Participation; and

Mr P Clark, Executive Director, Skills Policy, Department of Innovation, Industry and Regional
Development.

Mr T Theophanous, Minister for Major Projects;

Mr H Ronaldson, Secretary;

Mr A Smith, Deputy Secretary; and

Mr R Oliphant, Chief Financial Officer, Department of Transport; and

Mr S Sweeney, Executive Director, Major Projects Victoria.

Mr T Theophanous, Minister for Industry and Trade;
Mr H Ronaldson, Secretary; and

Mr B Foskett, Deputy Secretary, Department of Innovation, Industry and Regional
Development.

Mr T Theophanous, Minister for Information and Communication Technology;

Mr H Ronaldson, Secretary; and

Mr R Straw, Deputy Secretary, Department of Innovation, Industry and Regional Development.
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Appendix 2: List of persons and departments providing evidence
and responses to the estimates questionnaire

3 June 2008

Portfolios: Finance, WorkCover and Transport Accident Commission,;
Water; Tourism and Major Events; Attorney-General; Racing;
Industrial Relations

Department of Treasury and Finance; Department of Sustainability and
Environment; Department of Innovation, Industry and Regional
Development; Department of Justice;

Mr T Holding, Minister for Finance, WorkCover and the Transport Accident Commission;
Mr G Hehir, Secretary of the Department of Treasury and Finance;

Mr P O’Connor, Chief Executive Officer, Transport Accident Commission; and

Mr G Tweedly, Chief Executive, WorkSafe Victoria.

Mr T Holding, Minister for Water;
Mr P Harris, Secretary; and

Mr D Hill, Chief Finance Officer, Department of Sustainability and Environment.

Mr T Holding, Minister for Tourism and Major Events; and

Mr D Richter, Acting Chief Executive, Tourism Victoria.

Mr R Hulls, Attorney-General;
Dr Kelleher, Acting Secretary;
Mr J Griffin, Executive Director, Courts Division; and

Ms P Adams, Manager, Portfolio Coordination, Department of Justice.

Dr R Kelleher, Acting Secretary;
Mr R Kennedy, Executive Director, Office of Gaming and Racing; and

Mr G Prescott, Manager, Office of Racing, Department of Justice.
Mr R Hulls, Minister for Industrial Relations;

Mr H Ronaldson, Secretary; and

Mr T Lee, Deputy Secretary, Department of Innovation, Industry and Regional Development.
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APPENDIX 3: RESPONSES TO REQUESTS FOR
CLARIFICATION ON SPECIFIC ISSUES

Background

The responses provided in this Appendix were received after the tabling of the Committee’s Report
on the 2008-09 Budget Estimates — Part Two, on 12 June 2008.

Department of Education and Early Childhood
Development

QUESTION 1.1
Regarding original response to Q2.2 in the Questionnaire

In response to the asset investment projects for which capital expenditure is
budgeted to occur in 2008-09, please provide a breakdown of the more significant
projects in terms of expenditure that comprise the following previous budget
commitments:

2007-08 Budget — Budgeted Expenditure in 2008-09

a) New schools $34.2 million

Additional Information

A total of $50 million was announced in 2007-08 for new schools in growth areas funded over two
years ($15.8 million in 2007-08 and $34.2 million in 2008-09).

The Victorian Schools Plan committed to building 20 new schools in growth corridors. The
$50 million funding is provided for the construction or completion of seven new schools. These
schools are:

Schools TEI ($m)
Berwick South Primary School 7.85
Caroline Springs College (Springside Campus) 7.85
Craigieburn North P-12 7.85
Laurimar Primary School 4.85
Pakenham Lakeside Primary School 7.85
Point Cook Senior Secondary College 6.85
Wyndham Vale P-12 6.90
Total 50.00

Source: DEECD Questionnaire response, August 2008, p.1
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b) Regeneration $66.23 million

Additional Information

A total of $93.31 million was announced in 2007-08 to commence implementation of eight
regeneration projects funded over two years ($27.08 million in 2007-08 and $66.23 million in
2008-09).

A regeneration project is a planned response by a group of schools, their communities, early
childhood service providers and the Department of Education and Early Childhood Development to
enhance education in a local area.

The eight regeneration projects commenced in 2007-08 are:

Regeneration Projects TEI ($m)
Altona/Bayside Regeneration 12.46
Bendigo Education Plan 20.00
Broadmeadows Regeneration 21.82
Colac Regeneration 5.00
Dandenong Regeneration 9.97
Laverton Regeneration 5.66
Wangaratta Regeneration 4.63
Western Heights Regeneration 13.77
Total 93.31

Source: DEECD Questionnaire response, August 2008, p.2

¢) Modernisation $94.4 million

Additional Information

A total of $204.59 million was announced in 2007-08 to implement the first stages of the
modernisation program funded over two years ($110.2 million in 2007-08 and $94.4 million in
2008-09).

The $204.59 million was provided to contribute to the modernisation of 83 schools. This funding
for modernisation projects was made up under the following categories:

Project category TEI ($m)
Modernisation 184.59
Better Schools Today 20.00
Total 204.59

Source: DEECD Questionnaire response, August 2008, p.2
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The $184.59 million was allocated to modernisation projects at 43 schools, which are detailed in
the table below:

Schools TEI ($m)
Ballarat Secondary College 5.63
Beaconsfield Upper Primary School 1.52
Beechworth Secondary College 5.15
Bentleigh Secondary College 6.23
Bentleigh West Primary School 6.15
Black Hill Primary School 3.01
Box Hill High School 5.76
Brauer Secondary College 1.59
Buckley Park Secondary College 5.00
Caroline Springs College (Brookside Campus) 4.93
Carranballac P-9 College 6.97
Coburg Senior High School 3.10
Cranbourne West Primary School 5.08
Drouin Secondary College 1.93
East Doncaster Secondary College 6.39
Echuca College 5.28
Elsternwick Primary School 4.37
Euroa Secondary College 3.90
Geelong South Primary School 2.12
Gladesville Primary School 2.81
Glendal Primary School 5.66
Greenhills Primary School 4.55
Inverleigh Primary School 1.15
Karingal Park Secondary College 5.57
Kent Park Primary School 4.04
Kinglake West Primary School 3.16
Kurnai College 4.30
Macclesfield Primary School 3.19
Mill Park Primary School 4.43
Mount Waverley Primary School 6.34
New Gisborne Primary School 2.87
North Melbourne Primary School 2.15
North Shore Primary School 291
Oberon High School 1.78
Parkdale Secondary College 8.91
Point Lonsdale Primary School 4.06
Roberts McCubbin Primary School 6.19
Sale College (McAlister campus) 0.95
Tate Street Primary School 1.54
Torquay P-9 6.61
Upwey High School 4.36
Vermont Secondary College 6.10
Werribee Secondary College 6.76
Total 184.59

Source: DEECD Questionnaire response, August 2008, p.3
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$20 million of funding provided under the Better Schools Today program was allocated between
the 40 schools identified below. Each school received funding between $300,000 and $500,000.

Schools

Altona North Primary School
Belvedere Park Primary School
Black Rock Primary School
Cann River P-12 College

Carlton North Primary School

Carrum Downs Primary School

Castlemaine North Primary School
Clifton Creek Primary School
Collingwood English Language School
Derrinallum College (P-12)

Doncaster Gardens Primary School

East Gippsland Specialist School

Essendon North Primary School
Fairfield Primary School
Glenferrie Primary School
Gruyere Primary School

Katandra West Primary School

Maldon Primary School

Mentone Park Primary School
Merri Creek Primary School
Monbulk Primary School
Mount Clear Primary School

Nangiloc Colignan and District Primary School

Northcote Primary School

Orchard Grove Primary School
Puckapunyal Primary School
Ripponlea Primary School
Scoresby Primary School

Simpson Primary School

Skipton Primary School

South Yarra Primary School
St Kilda Primary School
Stawell West Primary School
Stonnington Primary

Swan Reach Primary School

Tallangatta Primary School

The Basin Primary School
Toorak Primary School

Valkstone Primary School
Woodville Primary School

Source: DEECD Questionnaire response, August 2008, p.4
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2008-09 Budget — Budgeted Expenditure in 2008-09

In terms of Asset Investment Projects ERC 2008-09; please provide a breakdown of
the more significant projects in terms of expenditure that comprise the following
project categories:

a) Modernisation $62 million

Additional Information

A total TEI of $127.4 million was announced in 2008-09 to modernise outdated school facilities in
26 schools over four years ($1.4 million in 2007-08; $64.1 million in 2008-09; $60.7 million in
2009-10; and $1.2 million in 2010-11).

The $62 million for modernisation mentioned in Question 2.2 in the PAEC questionnaire excludes
$2.1 million for Fitzroy High School — (this figure is included in Modernisation of $64.1m in BP3).
Fitzroy High School funding is reported separately in the 2007-08 Budget Update).

Schools
TEI ($m)

Bacchus Marsh Primary School 6.00
Carrum Primary School 4.00
Chaffey Secondary College 6.10
Colac South West Primary School 4.20
Daylesford Secondary College 3.00
Doncaster Secondary College 6.60
Dromana Secondary College 4.00
Elisabeth Murdoch College 8.60
Eltham Primary School 4.00
Glen Waverley Secondary College 9.30
Hartwell Primary School 2.80
Koroit and District Primary School 2.00
Lara Secondary College 6.20
Maffra Primary School 4.10
Fitzroy High School 3.50
McKinnon Secondary College 6.00
Mount Evelyn Primary School 6.30
Nar Nar Goon Primary School 4.40
Pascoe Vale North Primary School 3.10
Port Melbourne Primary School 4.70
Princes Hill Primary School 5.70
Reservoir West Primary School 3.60
Surrey Hills Primary School 6.20
Wangaratta West Primary School 3.00
Wellington Secondary College 5.90
Wodonga Primary School 4.10
Total 127.40

Source: DEECD Questionnaire response, August 2008, p.5
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b) Better Schools Today $35 million

Additional Information

$35.0 million was provided under the Better Schools Today program in the 2008-09 Budget to fund
minor works of between $300,000 and $500,000 per school to modernise or upgrade up to 70
small-to-medium schools.

QUESTION 1.2
Regarding original response to Q2.3 in the Questionnaire

Please provide an update on the status of the implementation of the Victorian
Schools Plan in terms of targets set for 2007-08 and 2008-09.

Additional Information

The 2008-09 Budget (BP3 p.306) delivered the second tranche of the Victorian Schools Plan,
providing an additional $595.8 million to rebuild or modernise a further 128 schools. This figure
includes $3.5 million for Fitzroy High School - Modernisation, as reported in the 2007-08 Budget
Update.

This builds on the $555 million to rebuild or modernise 131 schools in the 2007-08 Budget.
What are the target numbers of schools which are planned to be completed (i.e.
rebuilt/modernised) by the end of 2009-10? Have these targets been revised since

the implementation of the Plan, and what is the current progress against those
targets?

Additional Information

In Labour’s Financial Statement (LFS) 2006, the Government announced the Victorian Schools
Plan, a ten-year commitment to fund the rebuilding, modernisation or extension of all Victorian
government schools by 2016-17.

In LFS 2006, $1.83 billion was committed to rebuild or modernise 500 schools over four years.

Provide details of the external reporting which is now available to the
public/Parliament to track the implementation of the Plan.

Additional Information

Chapter 4 — Election Commitments Implementation Report Card — Budget Paper No.3 highlights
the Government’s progress towards its asset commitments as outlined in LFS 2006 under the
Victorian Schools Plan.

The Public Sector Asset Investment Program — Budget Information Paper No. 1 (BIP1) provides

details on expenditure to date for approved projects within the Department of Education and Early
Childhood portfolio, including Victorian Schools Plan projects.
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QUESTION 1.3
Regarding original response to Q7.1 in the Questionnaire

In relation to the response provided for the variations of more than 10% between
the expected outcome for 2007-08 for various output costs that indicate that the
variations are a result of the new 2008-09 Budget initiatives, please describe the
particular initiatives involved for each variance.

Additional Information

Child Health and Support Services

o Engaging vulnerable families through the promotion of home learning and supported
playgroups — provides funding for programs to promote home learning programs, literacy
learning in the home, multi-state study participation and the delivery of supported

playgroups.
e Healthier mothers and babies

Early Childhood Education and Care

e A new focus on quality in family day care and outside school hours care — to administer the
changes to the Children’s Services Act 1996 in the Children’s Services Amendment Bill
2008 which will regulate family day care and outside school hours care.

e Early childhood education and care for three year olds known to child protection — to
provide free early learning programs for up to five hours per week for up to 2,000 children
known to child protection.

e Refurbishing and rebuilding early childhood services — supports the co-location of early
childhood services on schools sites by providing grant funding to refurbish and renovate
kindergartens on school sites.

o Helping children make the transition to school — supports the rollout of a Victorian Early
Learning & Development Framework for children and to introduce end of year Transition
Statements for all kinder students.

Early Childhood Intervention Services

e Enhancing disability services and outcomes.

QUESTION 1.4
Regarding original response to Q9.1 in the Questionnaire
What is the communication, advertising and promotion budget for 2008-09?

Additional Information

The communication, advertising and promotion budget for 2008-09 is yet to be determined, and as
such comparison with estimated expenditure in 2007-08 is not yet possible.
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QUESTION 1.5
Regarding original response to Q12.1 in the Questionnaire

In terms of international student fees, what is the expected revenue for 2007-08 and
the estimate for 2008-09?

Response
e Actual revenue from international student fees grossed $32.8 million in 2007-08.

e Gross revenue of $33.1 million is expected in 2008-09.

QUESTION 1.6
Regarding original response to Q5.1(d)

Since COAG agreed on the National Reform Agenda in February 2006, Victoria has
committed $323.8 million in new funds over four years to boost literacy and
numeracy.

Please provide an outline of all initiatives planned for 2008-09 to 2011-2012 to
improve literacy levels at primary and secondary schools in Victoria. Please outline
(in tabular form) the expected funding for each initiative for each year over the next
four years.

Additional Information

In the 2008-09 Budget, the Government announced $22.1 million would be provided over three
years (2009-2011) to continue the successful Literacy Improvement Teams Initiative enabling
programs to be extended until the end of 2011. This included funding to employ an additional 15
Koorie Literacy Specialists.

2008-09

7 milli
(Jan-Jun 2009) $3.7 million
2009-2010 $7.4 million
2010-2011 $7.4 million
iSI])-/:}IEJZe(::lz $3.7 million
TOTAL $22.1 million

Source: DEECD Questionnaire response, August 2008, p.10
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Department of Justice

QUESTION 1.1
Q2.2 in the 2008-09 Budget Estimates Questionnaire

With regard to the list of asset investment projects that was provided by the
department in relation to those projects for which capital expenditure was budgeted
to occur in 2008-09, please provide the budget allocation for each project.

The list of asset investment projects provided in the Department’s response to the 2008-09 Budget
Estimates Questionnaire was a provisional list. Please disregard that list and use the following
revised list, which confirms the post 2008-09 budget position.

Note that the budget allocations for 2008-09 against each project include year-end adjustments
(pending approval by DTF).

2008-09
Project Description Budget

($'000)
Justice
Existing Projects
10 Year Prison Cell Safety Project — Upgrade safety of cells and buildings 3,479
Better Pathways — Women'’s Offending — Asset Enhancement (Metropolitan) 530
Community Based Corrections facilities — Construction (Melbourne) 85
Diversionary Program for Adult Aboriginal Offenders - Construction (Statewide) 832
Improving VicSES Facilities and Infrastructure - Construction/Replacement 150
Integrated Courts Management System (ICMS) - Asset Enhancement 9,155
Justice System Major Crimes Resourcing Needs - Asset Enhancement 819
(a) Melbourne Legal Precinct Master Plan - Construction (Melbourne) 12,810
Modernising Coronial Services - Construction (Melbourne) 6,000
Moorabbin Court Complex - Construction (Moorabbin) 453
Organised Crime & Counter Terrorism - Asset Enhancement (Statewide) 168
Putting Children First: Promoting Child Safe Workplaces - Fitout/Equipment 951
Reducing Court Delays - Construction (Melbourne) 76
Sexual Assault Reform - Asset Enhancement (Statewide) 496
VICSES Support - Construction and Asset Enhancement (Statewide) 5,348
Victorian Institute of Forensic Medicine (VIFM) - Equipment Upgrade Program (Statewide) 1,351
Total Existing Projects 42,703
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2008-09
Project Description Budget
($'000)
Justice
New Projects
Building Confidence in Corrections - Construction/Asset Enhancement 78,217
Children's Court Workload & Resourcing - Enhancement 255
Evidentiary Audio Visual Recording Equipment - Replacement (Melbourne) 7,516
Improving Dispute Resolution Services - Enhancement (Statewide) 171
Infringement Management and Enforcement Services — Enhancement/Equipment
. 2,493
(Statewide)
Magistrates' Court - Safety, Security & Risk Management - Equipment/Enhancement 1980
(Metropolitan) '
Melbourne Legal Precinct Master Plan- Old County Court Refurbishment -
; 17,500
Construction/Enhancement (Melbourne)
Mortuary Services - Construction/Enhancement (Melbourne) 0
Reducing Court Delays - Supreme Court - Enhancement (Melbourne) 287
Revitalising Central Dandenong - New Asset (Dandenong) 0
Sexual Assault Reform (Rural and Regional and Geelong)- Equipment/Enhancement 834
(Statewide)
Victoria State Emergency Service (VICSES) Critical Asset Replacement Program -
. 2,644
Replacement (Statewide)
Total New Projects 111,897
Total Justice Projects 154,600
Note: (@) This project is a combination of the Melbourne Legal Precinct Masterplan and 2007-08

Melbourne Legal Precinct Masterplan projects, which were previously reported separately.
Source: DOJ Questionnaire response, September 2008, p.1-2
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2008-09
Project Description Budget

($'000)
Victoria Police
Existing Projects
(a) Ararat Police Station (Police Stations Program 2007-08) - Construction (Ararat) 5,982
(a) Bayside Police Station (Police Stations Program 2007-08) - Construction 5,925
(a) Box Hill Police Station (Police Stations Program 2007-08) - Construction (Box 6,636
Brunswick and Collingwood Police Complexes - Upgrades (Brunswick and 2,611
Carlton-North Melbourne Police Station - Construction (Carlton-North Melbourne) 7,576
(a) Carrum Downs Police Station (Police Stations Program 2007-08) - Construction (Carrum 6.075
Downs) '
Crime Department Upgrade - Construction (Melbourne) 5,000
(a) Foster Police Station (Police Stations Program 2007-08) - Construction (Foster) 676
(b) H?_;lstings Police Station (Priority Projects - Rural/Regional Police Station) - Construction 1881
(Hastings) '
Increased Police Car Fleet - Asset Enhancement (Statewide) 971
(a) Kyneton Police Station (Police Stations Program 2007-08) - Construction 5,295
Lilydale Police Station - Construction (Lilydale) 11,544
Macleod Forensic Capability - Asset Enhancement (Metropolitan) 570
North Wyndham Police Station - Construction (North Wyndham) 4,944
(a) Ouyen Police Station (Police Stations Program 2007-08) - Construction (Ouyen) 433
Road Safety Enforcement - Road Policing Asset Enhancement (Statewide) 310
(a) Sunbury Police Station (Police Stations Program 2007-08) - Construction 428
(a) (b) Swan Hill Police Station (Police Stations Program 2007-08) - Construction 6,067
Victoria Police Airwing - Asset Purchase (Statewide) 4,475
Victoria Police Weapons & Equipment - Asset Enhancement (Statewide) 3,234
Wallan Police Station - Construction (Wallan) 93
(b) Yarra Junction Police Station (Priority Projects - Rural/Regional Police Station) -
Construction (Yarra Junction) 251
Yarrawonga Police Station Replacement (Stage 8) - Construction (Yarrawonga) 979
Total Existing Projects 81,955
New Projects
Police Stations Priority Upgrade Program - Asset Enhancement (Statewide) 2,000
Victoria Police Asset Replacement - Equipment (Statewide) 4,790
Victoria Police Forensic Capability - Equipment (Statewide) 673
Total New Projects 7,463
Total Police Projects 89,418
Note: (a) This project was previously reported as part of the Police Stations Program 2007-08, which

aggregated a number of police stations.

(b) This project was previously reported as part of the Priority Projects - Rural/Regional Police

Stations, which aggregated a number of police stations.
Source: DOJ Questionnaire response, September 2008, p.2-3
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Total DOJ & VicPol Projects

New Projects DOJ & VicPol $119,360
Existing Projects DOJ & VicPol $124,659
Total DOJ & VicPol Projects $244,019
Source: DOJ Questionnaire response, September 2008, p.3

QUESTION 1.2

Q9.1 in the 2008-09 Budget Estimates Questionnaire

(a) The response revealed that ‘at this stage budgets for communication,
advertising and promotion have not been allocated for 2008-09 and figures for
expenditure are not able to be estimated’.

Please supply the finalised information requested in question 9.1 of the 2008-
09 budget estimates questionnaire.

(b) In relation to Victoria Police, the department advised that “It is anticipated that
the budget for 2008-09 will be very similar to that for 2007-08, however it is not
possible to confirm this until after the 2008-09 State Budget Papers have been
released’.

Please supply the finalised information requested in question 9.1 of the 2008-09
budget estimates questionnaire.

(a) Department Response

Programs over $100,000 that have been funded in 2008/09 total $7.0m. This estimate may vary
slightly if circumstances and need change throughout the year.

The $7.0m is made up of the following components:

e $4.00m - Problem Gambling

e $1.50m - Family Violence

e $0.65m - Play it Safe by the Water
e $0.55m - Working with Children

e $0.30m - Victims

(b) Victoria Police Response

The communication, advertising and promotion budget for 2008-09 and expected actual
expenditure for 2007-08 are provided in the following table:

Communication, advertising and promotion budget for 2008-09 $1,100,000 (estimated)
Expected actual expenditure for 2007-08. $670,000
Source: DOJ Questionnaire response, September 2008, p.3
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The 2007-08 figure included the cost of production and publication of The Gazette, largely aimed
at an internal Victoria Police audience. The Gazette will no longer be printed in 2008-09, realising
a saving of approximately $90,000. The higher level of estimated expenditure for 2008-09 reflects
the estimated cost for a specific police recruitment campaign, to be run across the second half of
the financial year.

QUESTION 1.3

Please outline the goals and objectives of the liquor licensing compliance
directorate (i.e. what does the compliance directorate aim to achieve?)

Budget Paper 3, 2008-09, pg. 178 shows that for the ‘Inspections, compliance
monitoring and enforcement activities’ target, the number of inspections has
decreased from 2006-07 (8,575) to 2007-08 (7,750). Although the liquor licensing
compliance directorate will be established in 2008-09, the expected number of
inspections for 2008-09 has remained the same as per 2007-08 (7,750).

Please provide details of any expected increases in activity/inspections for the next
5 years.

Please note that the Liquor Licensing Compliance Directorate outputs are separate to those of
Consumer Affairs Victoria.

Consumer Affairs Victoria Outputs

The target of 7,750 referred to in Budget Paper No. 3 for 'inspections, compliance monitoring and
enforcement activities' relates to compliance and inspections activity conducted by Consumer
Affairs Victoria (CAV) across a number of areas, but does not include compliance monitoring and
enforcement of liquor laws.

Enforcement of liquor laws is the sole responsibility of Victoria Police. CAV is not involved in
liquor compliance activity and therefore the measure referred to in the Budget Papers is not
affected by changes introduced through the establishment of the Liquor Licensing Compliance
Directorate.

Liguor Licensing Compliance Directorate Goals and Objectives

The objective of the Liquor Licensing Compliance Directorate is to provide low level enforcement
of the Liquor Control Reform Act. This will enable police to focus on higher level licensing issues
that directly relate to social harm in and around venues.

The Director of Liquor Licensing has statutory responsibility for the issue and inspection of liquor
licenses. Inspection and compliance activities are currently delegated to Victoria Police to be
undertaken by uniformed officers.

The compliance regime to be established through the new Compliance Directorate will result in
approximately 25,000 inspections per year from 2009/10. Police will retain their existing powers,
however responsibility for conducting inspections will be assigned to the new compliance
directorate. Police will remain focussed on higher-level licensing issues that directly create social
harm in and around venues.
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Department of Transport

QUESTION 1.1
(Refer to Q1.3 of 2008-09 Budget Estimates questionnaire)

In relation to developments at the Commonwealth level that have had an impact on
developing the department’s 2008-09 budget, the department indicated that
‘Victoria has sought Commonwealth funding for Auslink 2 projects in the federal
2008-09 Budget. The Victorian and Commonwealth Governments are working in
partnership to address the gaps and bottlenecks in the national transport system
and generate new jobs, investment and prosperity for Victorians’.

What outcomes have transpired as a result of Victoria seeking Commonwealth
funding for Auslink 2 projects?

Answer:

The Commonwealth Government has now committed to provide funding of $3 billion to Victoria
for 25 AusLink 2 projects between 2009-2014 which include a mix of road, rail and intermodal
projects.

In the 2008 Federal Budget, Victoria received Commonwealth funding for 8 projects to enable
early commencement of AusLink 2 projects. These projects are: West Gate Bridge ($25m),
Western Ring Road ($14m), Geelong Ring Road Stage 4A ($6.5m), Colac-Lavers Hill Road ($3m),
Nagambie Bypass ($5m), Western Highway ($5m), Princes Highway West ($1m) and Princes
Highway East ($0.5m).

The remainder of the funding will commence in 2009-10, and some projects will take several years
to complete. The commitment of funds by the Commonwealth has increased business confidence
in Victoria by providing investor certainty around the future shape of Victoria's freight transport
network.
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QUESTION 1.2
(Refer to Q2.2 of 2008-09 Budget Estimates questionnaire)

With regard to the list of asset investment projects that was provided by the
department in relation those projects for which capital expenditure was budgeted to
occur in 2008-09, please provide the budget allocation for each project.

Answer:
DOI Asset Investment Program 2008-09
Budget
$m
Accessible Public Transport in Victoria - DDA Compliance for Train, Tram & Bus 41.785
Clifton Hill to Westgarth Track Duplication 33.554
Coolaroo Station 9.950
Counter Terrorism and Public Transport Security Package 1.790
Country Passenger Rail Network Maintenance and Renewal 37.560
Country Rail Freight Network Renewal and Maintenance 23.700
Craigieburn Station Track Upgrade 13.019
Dandenong Rail Corridor - Stage One - Cranbourne Stabling and Station 25.028
Upgrade
Dandenong Rail Corridor - Stage Two — Westall Rail Upgrade 19.589
Dynon Port Rail Link 34.468
Geelong Rail Access Improvement Program 18.718
Hallam Park and Ride 1.200
Laverton Rail Upgrade 23.052
Linking the Suburbs - Craigieburn Rail Project 2.524
Metropolitan Park and Ride Program — Stage 2 4.200
Metropolitan Train Control Reliability Systems Upgrade (METROL) 28.352
Metropolitan Train Rolling Stock Procurement 123.500
Metropolitan Train Safety Communications System 48.293
Mildura Rail Corridor - Freight Upgrade 35.782
New Ticketing Solution 149.900
Noble Park Train Station Upgrade 1.050
North Melbourne Station Interchange Upgrade 10.000
Partnership Agreement Works 10.892
Princes Pier Restoration 11.014
Public Transport Security Package 4.600
Railway Crossing Upgrade Program (Includes Level Crossing Safety Package - 29.053
2007)
Regional Train Rolling Stock Procurement 23.792
SmartBus Green Orbital - Nunawading to Airport West 13.587
SmartBus Red Orbital - Box Hill to Altona 17.819
SmartFreight — Connect Freight 1.260
South Gippsland Public Transport Service Improvement Package 2.870
South Morang Rail Extension Development Package 4,000
Stations and Modal Interchanges Upgrade Program 4.200
Tram Electrical Upgrade and Maintenance 3.667
Transit Cities - Ballarat Second Station 7.181
Vigilance Control and Event Recording System (VICERS) on Metro Trains 20.045
Wodonga Rail Freight and Urban Redevelopment 41.656

Source: DOT Questionnaire response, September 2008, p.2
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VicRoads Capital Investment Program 2008-09
Budget
$m
Barwon Heads Bridge Replacement (Barwon Heads) 13.900
Bass Highway Duplication - Grantville to King Rd 2.700
Bass Highway Duplication - King Rd to Woolmers Rd 9.000
Berwick-Cranbourne Rd Duplication - Pound Rd to Thompsons Rd (Cranbourne 4.919
North, Clyde North)
Breakwater Rd Upgrade (Belmont, Geelong) 10.000
Calder Highway Sec 2 - Faraday to Ravenswood 16.078
Calder Highway Upgrade - Kyneton to Faraday 2.170
Congestion Improvements Program 14.441
Congestion Measures 6.300
Cranbourne Frankston Rd — Carriageway Duplication — Centre Rd to Western 2.855
Port Hwy
Cranbourne-Frankston Rd Duplication - Scott St to Hall Rd (Cranbourne) 1.155
Cranbourne-Frankston Rd Duplication — Hall Road to Western Port Highway 10.800
(Cranbourne)
Derrimut Road Duplication - Hogans Rd to Sayers Rd (Hoppers Crossing) 3.688
Electronic Variable Speed Limits 4.000
Ferntree Gully Road Widening — Jells Road to Stud Road 24.403
Geelong Ring Road 91.000
Goulburn Valley Highway Upgrading 1.260
Hume Highway - Donnybrook Road grade separation 13.719
Kings Road Duplication - Melton Hwy to Taylors Rd (Sydenham) 1.845
Kororoit Creek Road Duplication — Grieve Parade to Millers Road 1.200
Narre Warren — Cranbourne Road Duplication — Centre Road to Pound Road 5.249
(Narre Warren)
Nepean Hwy Bridge Replacement - Mordialloc Creek (Kingston City) 3.763
Pound Road — South Gippsland Highway / South Gippsland Freeway Upgrade 1.300
Princes Highway East (Via Bruthen) - Buchan Road to Princes Hwy 1.175
Princes Highway West Duplication Stage 1 — Waurn Ponds to Winchelsea 5.000
Road Safety Infrastructure Program 3 80.000
South Road New Road Construction - Warrigal Rd to Old Dandenong Rd 2.215
(Heatherton)
Taylors Road Bypass 8.082
Thompson Road Duplication (Carrum Downs) 11.032
Thompson Road Duplication (Cranbourne) 10.101
Tram and Bus Priority Program 6.000
Tullamarine - Calder Freeway Interchange 2.918
Vineyard Road (Obeid Drive and Mitchells Lane, Sunbury) 11.423
Wellington Road Widening - Huntingdale Station to Stud Rd (Metro Various) 2.311
Western Highway: Deer Park Bypass and Leakes Rd Interchange Upgrade (Deer 95.115
Park)
Western Highway Realignment: Anthony’s Cutting 5.000
Western Port Hwy Duplication — Cranbourne Frankston Road to North Road 18.668
West-Gate Monash Freeways Improvement Project 360.238

Excludes the Registration and Licensing Project — Stage 1, as the 2008-09 State Budget provided

$7.5m in operating funding for this project.

Source: DOT Questionnaire response, September 2008, p.3
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QUESTION 1.3
(Refer to Q3.1a of 2008-09 Budget Estimates questionnaire)

Please quantify the planned efficiency savings according to the various elements of
the Efficient Government policy.

Answer:

The 2008-09 savings requirement under the Efficient Government Policy totals $10.8 million for
the Department. This was set by Government based on the following savings areas:

($m)
Implementation of ‘Buying Smarter, Buying Less’ policy 7.3
General head office including grant administration and fleet management 2.7
Advertising and consultancies 0.4
Shared services arrangements 0.4

10.8
Source: DOT Questionnaire response, September 2008, p.4
QUESTION 1.4

(Refer to Q12.2 of 2008-09 Budget Estimates questionnaire)

In relation to the list of concessions to be provided in 2008-09, please describe
what is meant by the various frequencies outlined in the ‘Frequency’ column of the
department’s response e.g. 25% Driver Licence Discount Scheme — 3 Monthly

Answer:

The "frequency" referred to in the concessions table of question 12.2 does not relate to the
frequency of application of the concessions, and is only used by VicRoads for internal processes.

Therefore, the table can be summarised to the following concessions: Health Care Card,

Recreational Use Health Care Card, Pensioner, Department of Veterans' Affairs, Private or
Business Use - French Island, and 25% Driver License Discount Scheme.
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Department of Primary Industries

QUESTION 1.1
Response to Question 1.3

In describing the impact that developments at the Commonwealth level have had on
preparing the department’s component of the 2008-09 state budget, the response
indicated that “The release of the Commonwealth Budget on 13 May 2008 confirms
the Rudd Government’s commitment to substantial funding of low-emission energy
technologies. This was anticipated in the Victorian budget allocation for such
technologies, which will be used to leverage Commonwealth and private funding.

What funding has flowed to Victoria as a result of the release of the Commonwealth
Budget in terms of low-emission energy technologies?

The Commonwealth 2008-09 Budget included the following major energy technology initiatives:

e $500 million for the National Clean Coal Fund over eight years, of which Victoria has been
allocated $50 million for a large scale post combustion capture demonstration project in the
Latrobe Valley. Victoria has an opportunity to secure further funding possibly through a
competitive tender process for the currently remaining unallocated amount of $140 million.

e $500 million for the Renewable Energy Fund over seven years. The unallocated amount of
approximately $400 million is expected to be awarded through a competitive tender
process.

e $150 million for the Energy Innovation Fund over four years, with the unallocated amount
of $50 million to be based on a competitive merit-based application process.

QUESTION 1.2
Response to Question 1.2 and Question 6.1.

The responses to these questions indicated that the development of Carbon
Capture and Storage systems are an integral component of the Government’s
actions to address climate change.

In relation to this, a Regulatory Framework for the Long-Term Underground
Geological Storage of Carbon Dioxide was released for public consultation on 14
January 2008. Since this time the government has committed $110 million over six
years for large scale pre-commercial demonstration of CCS technologies as part of
the government’s Energy Technology Innovation Strategy.

Can you please provide the Committee with details of the timelines for the ongoing
development of the Regulatory Framework for the Long-Term Underground
Geological Storage of Carbon Dioxide.

Please also outline in specific terms, how the funding allocated for the large scale
pre-commercial demonstration of CCS technologies is to be utilised, providing the
timelines for the development of this program.

Legislation to regulate the onshore injection and storage of carbon dioxide in Victoria is currently
in the process of being developed. Subject to Cabinet approval, it is anticipated that the onshore
injection and storage of carbon dioxide legislation will be introduced to Parliament in the Spring
2008 sittings.
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Amendments to the Commonwealth Offshore Petroleum Act 2006 (OPA) to provide access and
property rights for CCS in Australian waters have been drafted. This legislation will allow for the
establishment of an effective regulatory framework covering offshore CCS activities. The Bill was
referred to the House of Representatives Standing Committee on Primary Industries and Resources
for review with their report being tabled on 15 August 2008. The Senate Economics Committee
report on the legislation is scheduled to be completed on 16 October 2008.

The specific funding allocation for the large scale pre-commercial demonstration of CCS will not
be known until the evaluation process has been completed. This process is expected to be complete
by March/April 2010.

Eligibility for Victorian funds will be dependant on proponents applying to the Commonwealth
under their competitive tender process.
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Department of Sustainability and Environment

QUESTION 1.1
Response to Q1.3

In describing the impact that developments at the Commonwealth level have had on
preparing the department’s component of the 2008-09 state budget, the response
indicated that ‘The release of the Commonwealth Budget on 13 May 2008 confirms
the Rudd Government’s commitment to substantial funding of low-emission energy
technologies. This was anticipated in the Victorian budget allocation for such
technologies, which will be used to leverage Commonwealth and private funding.

What funding has flowed to Victoria as a result of the release of the Commonwealth
Budget in terms of low-emission energy technologies?

No response from the Department is required. This question was intended for the Department of
Primary Industries, as confirmed by a PAEC officer on 15 August 2008.

QUESTION 1.2
Response to Q2.4

In relation to providing a breakdown of the carried forward funding for both output
and asset initiatives to 2008-09, the Department advised that ‘The Department
cannot yet advise of the actual amount of funding to be carried forward to 2008-
09. This information can be provided at the end of the 2007-08 financial year’.

Please provide a breakdown of the carried forward funding for both output and
asset initiatives to 2008-09.

The 2008-09 Budget Paper 4 page 226, shows the Department’s carryover as $49.43 million;
$10.71 million of asset carryover and $38.72 million of output carryover. The table below provides
a breakdown of the $49.43 million.

2007-08 Asset Carryover

Project/Initiative Publishe(gng:)arryover
Victorian Water Trust projects 4.26
Protecting and Repairing Our Water Sources 2.00
Northern Grid 1.75

Other projects 2.70

Total Asset Carryover 10.71
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2007-08 Output Carryover

Project/Initiative Publishe(gng:)arryover
Northern Grid 4.79
Protecting and Repairing Our Water Sources 2.00
Smart Urban Water Initiatives and Recycling 2.81
Water Security for Cities, Farms and the Environment 1.85
COAG - Living Murray 4.27
Small Town Water Quality 2.41
Victorian Water Trust projects 1.50
National Action Plan for Salinity & Water Quality, State 2.35
ESAS Initiatives 2.01
Additional Section 29 Collections 7.00
Victorian Greenhouse Strategy 1.99
Other Minor Projects 5.74
Total Output Carryover 38.72

Source: DSE Questionnaire response, September 2008, p.1-2
The carryovers outlined above are due to:
e The reassessment of a number of projects for opportunities to integrate them with the

Foodbowl Modernisation Project;

e Redirection of funding within the Victorian Water Trust (VWT) as approved by the VWT
Council;

o Negotiations with other jurisdictions regarding the Victorian investment in Living Murray
initiatives were not finalised in 2007-08, therefore deferring expenditure; and

o Procurement difficulties leading to temporary delays in projects and subsequent lower than
anticipated expenditure.

The Department has, and will continue to strive towards ensuring minimal carryovers, and timely
delivery of major projects and services.
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QUESTION 1.3
Response to Q3.1 (a)

Please quantify the planned efficiency savings according to the various elements of
the Efficiency Government policy.

As per the 2007-08 Budget Paper 3 page 327, the Department was required to achieve Efficient
Government savings of $18.9 million in 2008-09. Since the 2007-08 Budget, the Department of
Treasury and Finance has reviewed the basis of the calculation of all savings initiatives and
determined that an adjustment primarily in the area of grants, was appropriate. Consequently the
Department’s target for 2008-09 was revised to $18.0 million.

The table below quantifies the planned efficiency savings according to the various elements of the
Efficiency Government policy.

Planned 2008-09 Efficiency
Govt. Savings
($m)
Advertising and Consultancies 1.3
Fleet Management 0.7
Grant Administration 4.2
Buying Smarter and Less 8.5
Shared Services 11
HO Salaries 2.2
Notes: (1) Revised 2008-09 target post ERC Grants Consolidation
Source: DSE Questionnaire response, September 2008, p.3

In addition, as per 2008-09 Budget Paper 3 page 352, the Department is required to achieve further
savings of $8.3 million by way of general efficiencies.

The Department has, and will continue to implement appropriate actions to achieve savings as

determined by Government and will undertake continued monitoring to ensure that these savings
are achieved.
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QUESTION 1.4
Response to Q9.1

The response revealed that ‘The communication, advertising and promotion budget
for 2008-09 is not yet known, as the 2008-09 budget development process for the
Department is currently underway. The response also indicated that ‘The total
actual expenditure for 2007-08 will not be known until the end of the financial year’.

Please supply the finalised information requested in question 9.1 of the 2008-09
budget estimates questionnaire.

Actual expenditure for communications, advertising and promotions for 2007-08 was $6.5 million.
Most of the expenditure is attributed to the Energy Efficiency (Black Balloons) campaign, with a
small amount attributed to the Water Plan campaign.

It should be noted that this expenditure excludes costs of around $2.0 million associated with the
Our Water Our Future behavioural change campaign, as it is funded by Melbourne’s water
retailers and Melbourne Water.

The communication, advertising and promotion budget for 2008-09 is $5.6 million. Most of the
budget is allocated to the extension of the Energy Efficiency (Black Balloons) campaign as per
2008-09 Budget Paper 3, page 290. The balance is intended for numerous anticipated
advertisements for community engagement programs, and grant applications.

It should be noted that the 2008-09 communications, advertising and promotion budget does not

include anticipated expenditure associated with the Our Water Our Future behavioural change
campaign for reasons outlined previously.
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QUESTION 1.5
Response to Q10.1 (a)

In relation to providing a summary of the funding provided through the budget that
will be disseminated by the Department through to the non-government sector in
2008-09, the Department advised that ‘The Department cannot yet advise the level
of funding to be provided to the non-government sector in 2008-09. This
information will not be available until the Department’s 2008-09 Budget is finalised
towards the end of the 2007-08 financial year’.

Please provide a breakdown of the funding provided through the budget to the non-
government sector.

The table below shows a breakdown of the planned Grant allocations during 2008-
09, and groups to which funding has been allocated:

Group Planned Grant
Funding 2008-09
Grants to Local Government $13.35 million
Grants to Private Sector Businesses and Non-Profit Organisations i.e Committees $71.55 million
of Management
Capital Grants to Private Sector Businesses and Non-Profit Organisations $8.24 million
Grants to Institutions (Education) $2.45 million
Capital Grants to Households and Persons $0.44 million
TOTAL $96.03 million
Source: DSE Questionnaire response, September 2008, p.4

Note: Under the Living Murray initiative, negotiations are continuing with other States regarding
the level of investment by Victoria in their projects and vice versa. Actual expenditure on this
initiative can be reported in the expected 2009-10 budget estimates questionnaire circulated by
PAEC.

In addition, there are some grant programs managed by the Department which require applications

to be made prior to funding being approved and provided. These grant processes will occur
throughout the 2008-09 financial year.
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QUESTION 1.6
Response to Q12.2

In relation to question dealing with subsidies and concessions, the department
advised that ‘the Department is not yet able to advise the estimated number and
cost of concessions to be provided in 2008-09. However, based on the 2007-08
financial year, it is expected that the Department will provide around 5,000
concessions, at a cost of around $0.3 million’.

Please provide estimates for 2008-09 when finalised.

In 2008-09, expected concessions are the same as 2007-08. This assumes that climatic conditions
during 2008-09 will be similar to those experienced during 2007-08, and the level of participation
in activities for which concessions can be given, will remain constant.

The 2008-09 Budget Paper No 3 details two initiatives linked to DSE; the Solar Hot Water Rebate
package, and the Concessions initiative which includes concession for water and sewage bills.
However, funding and management of both programs rests with Sustainability Victoria, and DHS
respectively, there is no impact on DSE’s expected 2008-09 subsidies and concessions.

305



Report on the 2008-09 Budget Estimates — Part Three

Department of Treasury and Finance

QUESTION 1.1
Response to Q3.1 (a)

Please quantify the planned efficiency savings according to the various elements of
the Efficient Government policy.

The Department of Treasury and Finance has extracted savings in its 2008-09 Budget in line with
the efficient government policy in relation to Buying Smarter, Buying less, Shared Services, Fleet
Management, Advertising and Consultancies and Integrated ICT. DTF does not contribute to the
Grants administration savings as it does not manage key grant programs. DTF's planned efficiency
savings are listed in the 2007-08 Budget Paper 3 on page 335. The planned efficiency savings for
the Efficient Government policy for the whole-of-government can be found on page 344 of the
same Budget papers.

QUESTION 2.1

Please outline any plans at COAG or at a state/territory level in relation to
progressing the issue of developing uniform multifactor or labour productivity
measures for the departmental sector.

In the context of COAG discussions DTF is assisting in developing a performance reporting
framework that will support the establishment of new specific purpose payments (SPPs). It is
expected that the performance indicators will relate to agreed high level outcomes and government
effectiveness and not departmental productivity measures.
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QUESTION 3.1

The Victorian Government's response to the Committee's report on the 2007-08
Budget

Outcomes, tabled on 4 April 2008. revealed that of the 52 recommendations:

. 13 were accepted (25 per cent)

. 8 were accepted in part (15 percent)

. 21 were accepted in principle (40 per cent)
. 3were under review (6 per cent)

. 7 were rejected (14 per cent)

The Committee would appreciate the Department of Treasury and Finance
preparing a coordinated response to the following question:

In relation to these recommendations, please provide a summary of the actual
action taken in response to:

each of the recommendations accepted
each of the recommendations accepted in part
each of the recommendations accepted in principle
each of the recommendations that were under review
After discussion with the Public Accounts and Estimates committee staff an agreement was made

that this question would now be completed as part of the 2009-10 Budget Estimates Questionnaire
in March 2009 for inclusion in the 2009-10 Budget Estimates Report.
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Department of Human Services

QUESTION 1.1

Response to Q1.2 — Workforce: In describing the impact that developments at the
Commonwealth level have had on preparing the department’s component of the
2008-09 state budget, the response indicated that ‘The Commonwealth
government’s announcement of 1,500 additional university nursing places across
Australia from 2009 is welcomed but will require Victorian public health services to
create additional clinical placements for the new nursing students. This will make it
more important for public hospitals to be able to offer high quality teaching
facilities, including teaching rooms, teaching equipment, and audiovisual and
simulation tools’.

Please outline what initiatives have been developed for the provision of additional
clinical placements for new nursing students.

The Department of Human Services has developed a number of initiatives to support provision of
additional clinical placements for nursing students.

The department provides grants to increase the number of nurse preceptors to support students on
clinical placement. These were provided in 2007-08 and will also be provided in 2008-09. These
grants will train more nurse preceptors in the public health system to increase clinical placement
capacity. On the basis of the 2007-08 preceptor grants, health services estimate that they will be
able to provide an additional 17,987 nursing clinical placement days and in 2008-09 the grants are
expected to further increase capacity by 7,285 days.

The department is investing approximately $50 million in capital improvements to strengthen
learning environments in Victorian public health services. Funded through the 2006 Life Sciences
Statement Health futures: Delivering better health, research and jobs for Victoria and the State
budget 2008-09, these improvements are predominately being made in rural, regional and outer
metropolitan areas. These improvements include tutorial rooms, lecture theatres and library spaces.
Whilst medical students are the primary beneficiary of these improvements, students of all health
disciplines at these sites will benefit.

QUESTION 1.2

Response to Q1.5 - In response to explaining variances over 10%, the department
indicated that ‘The department is currently finalising its 2008-09 Budget Paper
output statements, in accordance with Department of Treasury and Finance (DTF)
requirements and timelines. The department will respond to this question upon
conclusion of the above authorisation processes’. Please provide aresponse to
Q1.5

Refer to the following table:
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QUESTION 1.3

Response to Q2.3 (b) - In relation to the development of forward looking
assessments of infrastructure demand, the department indicated, in part, that ‘The
department has also undertaken an extensive assessment of future housing needs
and development of social housing acquisition targets. In its 2007-08 State Budget,
the Government committed $500 million over four years to expand and improve the
quality of social housing properties to align the supply of stock with the future
needs of clients. This strategy focuses on acquiring new social housing stock in
areas of high demand, based on public housing applications and numbers of
private renters experiencing housing stress, as well as taking into account transit
city and population growth area policies, regional planning policies, and the
Melbourne 2030 visions’. Please outline in specific terms how the funding allocated
to 2008-09 is to be utilised.

The $500 million commitment announced in the 2007-08 budget was made up of the following

components:
1. $60 million over four years to fund the purchase or construction of 350 new rental
homes for low-income families and singles
2. $240 million over four years to fund the purchase or construction of 1200 rental homes
for low-income families and singles
3. $200 million over four years for an additional 800 new public housing units across

Victoria

The Department is on track to deliver on these commitments. In 2008-09, the Department intends
to allocate this funding as follows:

1.

From the $60 million - $20 million will be allocated in 2008-09. It is expected that 120
dwellings will result from this funding stream in 2008-09.

From the $240 million - $44 million will be allocated in 2008-09. It is expected that 260
dwellings will result from this funding stream in 2008-09.

From the $200 million - $50 million will be allocated in 2008-09. It is expected that 200
dwellings will result from this funding stream in 2008-09.

It should be noted that the expenditure in the financial year and the number of dwellings completed
do not necessarily align. This is due to a range of factors including progress payments, lead times
on construction and costs of acquiring vacant land.
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QUESTION 1.4

Response to Q2.3 (c) - In relation to outlining any asset investment projects of the
department to be undertaken in 2008-09 that are linked to whole of government
infrastructure initiatives, the department outlined two four programs approved in
2007-08 (the medical equipment replacement program and the state-wide
infrastructure renewal program). What is the funding allocation to the department in
2008-09 and how is the funding to be spent in 2008-09?

As part of the 2007-08 State Budget, the Department was allocated $145 million TEI (over 4 years)
for the Medical Equipment Replacement Program to replace high-risk medical equipment items
across the acute public hospital system, as well as replace a humber of items in non-acute program
areas (including mental health, dental health and public health). The 2008-09 budget for the
Medical Equipment Replacement Program is $35 million, comprising $27 million for replacement
of medical items within acute hospitals in metropolitan Melbourne and $8 million in rural Victoria.

The Department was also allocated $80 million TEI (over 4 years) for the State-wide Infrastructure
Renewal Program in the 2007-08 State Budget to improve the quality and standard of health and
community services assets by addressing urgent infrastructure risks and undertaking critical
renewal programs across the state. The 2008-09 budget for the State-wide Infrastructure Renewal
Program is $20 million, comprising $15 million for health facilities in metropolitan Melbourne and
$5 million for facilities in rural Victoria.
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QUESTION 1.5

Response to Q5.1 - In terms of explaining how various economic factors and the
impact on departmental initiatives have been addressed in framing the
department’s 2008-09 budget, the department indicated that ‘In a climate of rising
interest rates and inflation and uncertainty in economic forecasts and stability, DHS
budget initiatives for 2008-09 have been developed with regard to the risks of such
an environment, especially in areas such as homelessness and social housing, and
the increasing costs of out of home childcare. DHS budget initiatives also reflect
the need for a skilled and expanded health workforce and accessible tertiary and
preventative services and support the human capital element of the National
Reform Agenda (NRA)'. Please provide examples of these initiatives.

All DHS budget initiatives for 2008-09 have been developed with regard to the risks associated
with interest rate fluctuations, inflation and uncertainty in economic forecasts and stability. The
extent to which such economic factors can influence unemployment rates; income, mortgage and
family stress; and in turn demand for and types of health and welfare services is an important
consideration in developing the Human Services Budget Submission. DHS budget initiatives
support Government’s priorities and the Department’s objectives, particularly for disadvantaged
people and communities which are most at risk in their exposure to economic uncertainty. A full
list of departmental initiatives is contained in Budget Paper No.3 at page 309.

Examples of initiatives addressing areas which are most heavily influenced by adverse economic
outcomes include:

1. Improving access and pathways to homelessness and housing services: Opening Doors -
This initiative aims to improve access to homelessness and housing services through the
establishment of clear access points for housing and brokerage resources as well as
streamlined communication among workers and agencies. This will facilitate easier
access for people experiencing homelessness to the help they need and improve access to
allied health and welfare services to address the range of issues that people have when
they are at risk of, or experience homelessness.

2. Support for Transit Cities and Aboriginal housing - This initiative supports the
acquisition of new public housing in transit cities, provides capital grants to Housing
Associations to help strengthen the not-for-profit housing sector, and will boost the
number of Aboriginal housing units in Victoria.

3. Support for vulnerable tenants in social housing — This initiative implements the state-
wide roll out of the Support for High Risk Tenancies project, which provides intensive
support services for tenants with multiple and complex needs. The initiative will assist
tenants to maintain secure housing by addressing a range of social (strongly influenced
by economic factors) and health issues that may put them at risk of eviction or
homelessness. It is important that social and rooming house tenants (housing of last
resort) are able to sustain their housing. For those on low incomes with complex needs,
including mental illness, drug and alcohol, disability and health issues and people who
have experienced homelessness, the capacity to sustain long-term housing requires
access to appropriate support services that can assist them to address their non-housing
related needs.

4. Improving outcomes for children in Out of Home Care services — This initiative seeks to
provide improved outcomes for children who have been removed from the care of their
parents due to abuse and/or neglect and placed in out of home care. The first part of a
wider reform program, it will establish a pilot for a new therapeutic model of care for
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children in home based care and improve the level of support for caregivers, and kinship
carers through the provision of additional information, training and case management.

Improving mental health services - Funding is provided for Prevention and Recovery
Care (PARC) beds in Burnside, Northern, Broadmeadows, Ringwood, Clayton and
Frankston that were approved in the government's 2006 election commitments. Funding
is also provided for a new integrated child and youth platform, more enhanced family
support services, a state-wide 24/7 mental health information and referral service, and
increased mental health triage services. The funding also provides for increased services
to homeless people who experience mental illness.

Training new health workers - This initiative implements health workforce reform
commitments agreed by the Council of Australian Governments and also provides for
clinical training and supervision for medical graduates in Victoria’s health services as
well as teaching infrastructure across the state to support the education and training of
medical, nursing and allied health university students. Increases in the number of health
professionals across the health system promote access to services and reduce the
inequalities in health and wellbeing experienced by disadvantaged people and
communities whose circumstances may lead to higher care needs.

321



Report on the 2008-09 Budget Estimates — Part Three

QUESTION 1.6

Response to Q9.1 - As the response revealed that ‘At this stage, funding for
communication, advertising and promotion has not been allocated for 2008-09 and
figures for expenditure are not able to be estimated’. Please supply the information
requested in question 9.1 of the 2008-09 budget estimates questionnaire.

Question 9.1

(@) What is the communication, advertising and promotion budget for 2008 09? Please also
provide the expected actual expenditure for 2007 08.

(b) How does the 2008-09 budget compare with the estimated expenditure to be incurred on
communications, advertising and promotion during 2007 08 (due to machinery of government
changes relating to the structure of departments, if applicable please break down according to
like agencies where possible for comparative purposes)?

As indicated in the Budget Estimates questionnaire response, there is no centrally allocated DHS
budget for communications, advertising and promotions. Actual communications expenditure is
recommended and allocated based upon the stated objectives and the communication support
required for each individual program. Advertising and promotional expenditures for the department
are included within overall policy and program area objectives for 2008-09. These objectives are
outlined in the 2008-09 Departmental Plan.

Communications related activities such as information provision, public health education and
promotion of services to the community, is undertaken on a case-by-case basis throughout the year.
Communications expenditure is also subject to strict departmental and whole-of-government
approval processes which include the Government Communications Review Group (GCRG) and
the Communications Committee of Cabinet (CCC). Actual funding and expenditure will vary
according to the outcome of these submissions and approvals. Comparative information on 2006-
07 and 2007-08 communications/advertising/promotions expenditure for the department is below.

2006-07 2007-08 Var %
$18,109,157 $14,201,706 -21.6%
Source: DHS Questionnaire response, September 2008, p.5
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QUESTION 1.7

Please provide details on the status of the implementation of the HealthSMART
program in relation to the following points:

e Costs incurred to date, and comparison against target costs to date
o Degree of completion of the program, compared to target to date
o Expected timeframe for completion of the project and expected total cost

e Reasons for any increases from the original budget of $323 million (2008-09 budget
allocates an additional $103.9 million to the project — please provide reasons for this
increase)

e Reasons for delays from original expected completion date of 2007

Please also outline how many agencies are within the scope of the HealthSMART
program, including the number which are targeted for the clinical systems roll-out.

Costs incurred to date, and comparison against target costs to date

As at June 2008, total expenditure for the HealthSMART Program stands at $219.8 million
compared with the total budgeted expenditure of $245.4 million.

Degree of completion of the program, compared to target to date

Financial & Supply Management Information System (FMIS): The FMIS project has been
completed and is live in eight agencies.

Human Resource Management Systems (HRMS): The HealthSMART Human Resource
Management System (Frontier) is on track to meet targets and is live in six health services, with
another two services undertaking implementation activity. One pilot implementation of the
Rostering system (Kronos) has been completed, with another in the final phase of implementation.
This will complete the HRMS project.

Patient/Client Management System (PCMS) and Client Management System (CMS): A total
of four PCMS implementations have been completed, with a further three underway. The PCMS
project is on target to deliver a total of 12 implementations.

A total of seven CMS implementations have been completed with another five implementations
underway, in line with the project schedule. The CMS project is on target to deliver a total of 21
implementations.

Clinical Systems: Implementations of Clinical Systems in health services have been delayed,
however implementation work will now commence at three of the lead health services.
Rebaselining of this project aspect has commenced and will result in an extension of the timeline
for completion of this project, which is required to be endorsed by the Board of Health Information
Systems.

HealthSMART Services: The statewide, shared infrastructure is supporting over 15,000 users

across 17 health agencies. The statewide, shared infrastructure has been established to provide
disaster recovery and redundancy capability for all HealthSMART systems.
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Expected timeframe for completion of the project and expected total cost

The HealthSMART Program continues to track in line with the revised schedule and is now
expected to complete by June 2009, with the exception of the Clinical Systems project which is
currently being rebaselined.

The recent Auditor General’s review of the programme stated that “...HealthSMART will
essentially meet its approved overall cost budgets.”. The total budgeted expenditure for the
HealthSMART Program remains at $323 million.

Reasons for any increases from the original budget of $323 million (2008-09 budget allocates
an additional $103.9 million to the project — please provide reasons for this increase)

This budget allocation is not an additional allocation to the HealthSMART Program. The 2003-04
business case for the HealthSMART Program, which was endorsed by Government, included
recognition that recurrent funding would be required to support the ongoing operation of the shared
ICT service and maintenance of the shared ICT infrastructure, once it was established.

7. The $103 million allocation comprises $77 million in recurrent funding over 4 years to
support the ongoing operation of the shared ICT service, and $26.9 million in asset
funding, also over 4 years, to maintain the shared ICT infrastructure.

Reasons for delays from original expected completion date of 2007

The complexity and size of the program has necessitated a large investment of time for
“preparatory” work (developing requirements, negotiating contracts, designing implementations).
The involvement of several hundred health services professionals lengthened the procurement
process, but has ensured that products have been selected “by agencies” as being “best fit” for the
sector.

HealthSMART is a significant partnership between health care and government. In some cases,
timelines have altered when health services have advised that they are not ready to implement for
operational or financial reasons.

Please outline how many agencies are within the scope of the HealthSMART
Program, including the number which are targeted for the clinical systems roll-out

Fourteen Metropolitan Health Services are within scope of the HealthSMART Program. Twenty
one standalone Metropolitan Community Health Services and all rural and regional health services
and community health services in the Loddon Mallee and Grampians Regions are within scope of
the Program. Ten health services are in scope for the Clinical Systems.
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QUESTION 1.8

Response to Q10.1 - In relation to providing a summary of the funding provided
through the budget that will be disseminated by the department through to the non-
government sector in 2008-09, the department advised that ‘the department’s
2008-09 budget will be published in Budget Papers to be tabled in Parliament on

6 May 2008'. Please provide summary details of such funding for 2008-09.

Department of Human Services ‘
2008-09 Budgeted payments to Non-Government Organisations by output

($'000)
Admitted Services 769.6
Non Admitted Services 15,130.5
Acute Training and Development 2,119.2
Acute Health Services 18,019.3
Clinical Care 62,394.4
Psychiatric Disability Rehabilitation and Support Services 71,477.2
Mental Health 133,872
Aged Care Assessment 8,264.8
Aged Support Services 42,274.9
HACC Primary Health, Community Care and Support 429,897.4
Residential Aged Care 26,004.6
Aged and Home Care 506,442
Community Health Care 84,188.2
Dental Services 2,863.5
Primary and Dental Health 87,052
Small Rural Services - Acute Health 11,372.3
Small Rural Services - Aged Care 3,2715
Small Rural Services - Home and Community Care 8,577.3
Small Rural Services - Primary Health 6,440.0
Small Rural Services 29,661
Drug Treatment and Rehabilitation 77,187.3
Drug Prevention and Control 14,067.4
Drug Services 91,255
Health Advancement 17,775.9
Health Protection 82,430.3
Public Health Development, Research and Support 4,155.6
Public Health 104,362
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Department of Human Services ‘
2008-09 Budgeted payments to Non-Government Organisations by output

($'000)
Child Protection Specialist Services 32,921.3
Placement and Support Services 116,825.4
Statutory Child Protection Services 2,047.5
Family and Community Support 96,418.7
Child Protection and Family Services 248,213
Youth Justice Custodial Services 211.3
Community Based services 17,327.9
Youth Justice and Youth Services 17,539
Information, Planning and Capacity Building 38,256.0
Individual Support 398,736.0
Residential Accommodation Support 162,053.2
Targeted Services 47,507.3
Disability Services 646,552
Homelessness Assistance 138,440.3
Long Term Housing Assistance 98,600.6
Housing Assistance 237,041
Total 2,120,008

Source: DHS Questionnaire response, September 2008, p.7-9

QUESTION 1.9

Response to Q11.1 - In relation to providing a summary of the funding provided
through the budget and the financial impact of any revenue foregone initiatives, the
department indicated in its response that the department’s 2008-09 revenue
initiatives will be published in Budget Papers to be tabled in Parliament on 6 May
2008. Please respond to matters referred to in Q11.1

Nil revenue initiatives - Q11.1 (a) & (b).

326



Appendix 3: Responses to requests for clarification on specific issues

Department of Innovation, Industry and Regional
Development

QUESTION 1.1
Response to Q1.5:

In relation to ‘New exports facilitated in regional Victoria’ the department explained
that the variance between the 2007/2008 expected outcome of $520 million and the
2008/2009 target of $150 million was that ‘the 2007-08 expected outcome reflects a
small number of larger export projects’.

(a) Please explain the background to this matter, given the significant reduction of
new exports facilitated in regional Victoria.

The target for New Exports facilitated in Regional Victoria for 2007/2008 was $100 million. The
expected outcome at the time of the PAEC hearing was $520 million. The actual result for
2007/2008 was $669 million which substantially exceeded the target. The high level of exports
reflected unexpectedly strong export forecasts by several companies in the food, wine and
resources sectors.

New exports can vary significantly from year to year as they are dependent on a range of factors
including climatic conditions (e.g. drought), the currency exchange rate, other international
financial factors and the extent of new regional investment. For this reason the Government will
continue to take a cautious approach to setting export targets.

After due assessment, it has been considered appropriate to increase the target for new exports from
regional Victoria from $100 million to $150 million for the 2008/2009 financial year.

The regional new export performance in 2007/2008 was particularly strong and well in excess of
the target. The increase in the regional export target for 2008/2009 to $150 million reflects the view
of the Department that exports are expected to remain healthy, but unlikely to be of the level
recorded in 2007/2008. While the actual regional export outcome in 2008/2009 may exceed the
target, performance will, as indicated earlier, be dependent on a range of factors over which the
Government has little control.

(b) What will be the impact of this reduction to regional Victoria — please specify the
regions to be affected?

In considering the possible impact of any reduction on regional Victoria it should be noted that the
performance measure relates to the facilitation of new Regional Exports and is not a measure of
total Regional Exports. Hence, a reduction in new regional exports in a particular year does not
imply that the actual export level has dropped, but rather that the rate of growth has slowed. New
exports vary significantly from region to region as well as year to year and it is difficult to predict
with any precision the changes in new export levels on a region by region basis. For this reason the
performance measure is based on the regional aggregate.

327



Report on the 2008-09 Budget Estimates — Part Three

QUESTION 1.2
Response to Question to Q2.2

With regard to the list of asset investment projects that was provided by the
department in relation to those projects for which capital expenditure was budgeted
to occur in 2008-09, please provide the budget allocation for each.

2008-2009

Innovation, Industry and Regional Development Budget

($'000)
Automotive Centre of Excellence - Kangan Batman (Docklands) 10,000
Commonwealth Games Village - Social Housing Component - Construction (Melbourne) 9,715
Gordon Institute - Wool Classing (East Geelong) 2,830
Improving TAFE Equipment (Various) 12,000
Nursing Centre of Excellence (Box Hill) 4,000
Princes Pier Restoration (Port Melbourne) 11,611
South West Institute of TAFE - Warrnambool Stage 3 redevelopment (Warrnambool) 2,500
Technical Education Centres (Various) 13,000
Transport and Logistics Centre (Planning) - Wodonga TAFE (Wodonga) 500
Ballarat University - School of Mines Car Park Redevelopment (Ballarat) 3,000
Bendigo Institute of TAFE - Charleston Road Campus Redevelopment (Bendigo) 800
Geelong Future Cities Master Plan - Cultural Precinct Stage 1 - Construction (Geelong) 1,964
Northern Melbourne Institute of TAFE - Campus Redevelopment Stage 1 (Epping) 2,950
TAFE Student Management System - Replacement (Statewide) 1,730
Wodonga Institute of TAFE - National Logistics and Driver Skills Training Centre (Wodonga) 4,000
Total New Projects 80,600
Source: DIIRD Questionnaire response, September 2008, p.2
QUESTION 1.3

Response to Q9.1

As the response revealed that ‘The budgets for communication, advertising and
promotion for 2008/2009 are not yet finalised and so cannot be reported with great
accuracy at this time. Figures provided represent estimates only. The estimate for
communication, advertising and promotion 2008/2009 is $6.67 million. The
expected actual expenditure for communication, advertising and promotion for
2007/2008 for the Department until 31 March 2008 was $4.05 million’.

Please supply the finalised information requested in question 9.1 of the 2008-2009
budget estimates questionnaire.

The budget figures provided for communication, advertising and promotion for 2008/2009 remains
provisional and total $6.09 million.

Budgets are not yet finalised due to recent changes to the Departmental structure.

The actual expenditure for communication, advertising and promotion for 2007/2008 for the
Department was $ 7.89 million.

The Tourism Victoria budget for communication, advertising and promotion for 2008/2009 is
currently $ 50.2 million.

328



Appendix 3: Responses to requests for clarification on specific issues

For 2007-08, Tourism Victoria’s actual expenditure on the above activities was $50 million.

QUESTION 1.4
Response to Q10.1

The response indicates that ‘The total estimated funding to be paid to non-
Government sector in 2008/2009 is $327 million’.

Please provide a summary breakdown of this aggregate amount.

The $327 million referred to, is an estimate of the total funding/grants paid to non Government
entities by the Departmental portfolio entities, and not just the Department. The major components
of the $327 million are as follows;

1. An estimated $176 million relates to payments by the Department to non Government
entities. These estimated payments will predominately relate to the Industries and
Innovation, Investment & Trade and Regional Development output groups.

2. An estimated $8 million relates to payments by Tourism Victoria to non Government
entities. These estimated payments will relate to the Marketing Victoria output group.

3. An estimated $132 million relates to payments by the Victorian Skills Commission to
non Government entities. These estimated payments will relate to the Skills and
Workforce output group.

4. An estimated $11 million relates to payments by Film Victoria. to non Government
entities. These estimated payments will relate to the Industries and Innovation output

group.

QUESTION 1.5
Response to Q13.1

You provided a detailed breakdown of staff numbers for 30 June 2008. Can you
please provide details of expected staff numbers according to pay grade and
position type (eg. fixed term, ongoing, casual and funded vacancies) for June 2009.

1. The estimated overall number of staff as at June 2009 will be 928.00 EFT. The expected
decline in staff numbers will occur through attrition therefore, it is not possible to
provide details of expected staff numbers by pay grade or position type.
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Department of Planning and Community Development

QUESTION 1.1
Response to Q9.1:
(a) The response revealed that 'the department does not have a central budget for

communication , advertising and promotion . This activity is undertaken as part of
policy and program work undertaken by the business areas with budget
incorporated and approved via program allocations’,

For comparative purposes with other departments, the Committee would appreciate
the department considering whether it would be possible to provide an estimate to
the Committee of a budget for this item if possible.

Additional Response to Question 1.1
Expenditure for the Department on communication, advertising and promotion for the 2008-09
year is estimated to be $3.8 million. This is lower than last financial year due to machinery of

government changes with the movement of employment programs and community information to
the Department of Innovation, Industry and Regional Development.

Expenditure on communications, advertising and promotion for the 2007-08 year was $4 million,
compared to the estimate of $3.8 million provided in the original response.
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QUESTION 1.2
Response to Q10.1

In relation to providing a summary of the funding provided through the budget that
will be disseminated by the department through to the non-government sector in
2008-09, the department advised that "in relation to the grant and other payments
line, Included within the operating statement of the Department is an estimated

amount of funding to the non government sector of $145.7 million.'
Please provide summary breakdown of such funding for 2008-09.

Additional Response to Question 1.2

Source: DPCD Questionnaire response, September 2008, p.3

DPCD Output $'000
Planning, Urban Design & Housing Afforability 2,554
Youth Affairs 14,310
Womens Policy 200
Disability 2,502
Multicultural Affairs 9,284
Seniors and Veterans 5,445
Indigenous Community and Cultural Development 3,590
Adult and Community Education 20,152
Sport & Recreation Development 41,895
Community Strengthening 18,227
Local Government Sector Development 4,884
Neighbourhood Houses and Men'’s Sheds 22,623
Total 145,666
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Department of Parliamentary Services

QUESTION 1.1
Response to Q2.2

You identified a number of asset investment projects for which capital expenditure
is budgeted to occur in 2008-09. Can you please provide the envisaged expenditure
amounts pertaining to each of these projects for 2008-09.

Please provide the budget for each of the asset investment projects where capital
expenditure is expected to occur in 2008-09

Heritage Asset Management Strategy $ 4.549 Million

What is the expected timeframe for the delivery of video webcasting of
Parliamentary proceedings, and what is the expected cost of delivery of the video
webcasting component of the project? Please provide a copy of the project plans
for the project (both the audio and video webcasting components).

In August 2007 the Premier announced that funding would be provided for the live audio
broadcasting of all sessions of the Legislative Assembly and Legislative Council, Providing
Victorians with web based access to Parliament and its processes is an important part of the
Government' s openness and transparency program.

Audio webcasting commenced on 19 August 2008 with a capital cost of approx. $120K and
operating expenditure in year one of an anticipated $160K.

Parliament has requested funding for video webcasting over the past two (2) ERC processes.
Webcasting will allow Members, Electorate Officers and the general public access to the
proceedings of the Legislative Assembly and Legislative Council, including question times, via the
internet. 1t will also bring the Victorian Parliament into line with all Australian parliaments which
are either currently providing the service or are in the process of developing provision of the
service.

The project is structured into the following stages:

1. The provision of audio webcasting of the Legislative Assembly and Legislative Council
by 19 August 2008;

2. The provision of videowebcasting of the Legislative Assembly; and

3. The provision of video webcasting of the Legislative Council.
Note: No provision has been made for any archival and/or automated storage and retrieval
processes as Parliament's experience is, based on knowledge obtained from the Commonwealth
Parliament, that these services and systems are very expensive and complex and should be the
subject of a separate future project. The Commonwealth budget has been estimated at $4M for the
archival and storage processes.

The project commencement was subject to the completion of the current Chamber Sound
Replacement Project.
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Parliament is in the final stages of this project to upgrade the audio capture infrastructure in both
chambers of Parliament to provide a'clean’ stream of digital sound for Hansard and future video
webcasting purposes. This project has required the implementation of more refined digital sound
processing, IT infrastructure upgrades, communication and storage infrastructure, development of
web interface within the constraints of stringent parliamentary security requirements and
developing the skills and resource base needed to webcast both chambers during sitting periods.

The experience of Australian parliaments is that ‘turn-key' solutions are not available at present and
as such each has implemented solutions that are particular to their needs and environment. The

Victorian Parliament has also the added complexity of operating in a heritage environment. This
has meant that Victorian Parliament has had to develop its webcasting capability from scratch.

Audio webcasting

Audio webcasting of the proceedings of both Houses went live on 19 August 2008 as per the
project plan and in accordance with the commitment made to the Premier in late January 2008.

Video Webcasting

The estimated cost for the provision of video webcasting of the Legislative Assembly ( Stage 2) is
$2.11 M:

e Output funding : $0.25M (operating); and
e Investment funding : $ 1.85M (capital).

The estimated cost for the provision of video webcasting of the Legislative Council ( Stage 3) is
$1.19M:

e Output funding : $0.10M (operating); and
e Investment funding : $ 1.09M (capital).

Most of the output funding requirements relate to specialised skills along with an increase in the
workload resulting from video processing and hence increased staffing needs.

Webcasting Key milestones

The project plan objective has been to have live audio webcasting of the Legislative Assembly and
Legislative Council by 19 August 2008. The deadline has been met.

The other key milestones are:

e Video webcasting of the Legislative Assembly to be completed during the 2009 - 10
financial year; and

e Video webcasting of the Legislative Council to be completed during the 2010-2011
financial year.

Due to the public commitments made by the Premier about the webcasting of Parliamentary
proceedings the Presiding Officers approved the project and the Department of Parliamentary
Services has the carriage of the project to its completion.
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Budget Paper 3, pg. 267 - the following measure is included , 'Audibility of
Parliamentary Audio Transmission' = 99%

Please detail how this measure will be assessed.
Audibility is of the parliamentary audio transmission is measured by the availability of audio

within the chambers and the re-broadcast system within the precinct, and by periodic customer
feedback.

QUESTION 1.2
Response to Q2.3

What are the timelines for the development and completion of the Parliamentary
Precinct Master Plan?

Response:
The Parliamentary Precinct MasterPlan is currently subject to a Request for Expressions of Interest

(Rol) to identify suitable organisations to undertake the development of the Plan. Time line for the
completion of the Plan is subject to the level and type of response from the market.

QUESTION 1.3

Responseto Q2.4

The response indicates that for the Output Initiative dealing with the Relocation and Refurbishment
of Electorate Offices, 'Additional funding was provided in 2007-08 for a number of relocations and
refurbishments that were required for Members offices as a result of the November 2006 election.
A number of Members have been relocated or had their existing offices refurbished, however due
to issues in sourcing suitable premises a number of relocations are still to take place. Funding of
$0.5 million is requested for carryover to 2008-09 to allow these relocations and refurbishments to
take place'.

Please provide:

(a) alist of those relocations and refurbishments that are still to take place; and

(b) the timetable for when each is to be completed.

Please see attached project plan diagram provided as Appendix 1.
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Appendix 3: Responses to requests for clarification on specific issues

QUESTION 1,4
Response to Q6.1 (a)

The response indicates that in relation to the key environmental issues that are
predicted to have an impact on services delivered by the department's portfolios in
2008-09, the Parliament of Victoria is currently developing a sustainability
framework in conjunction with Sustainability Victoria.

(a) What are the main components of the sustainability framework?

The Sustainability Framework follows the structure developed through Parliament's participation in
Sustainability Victoria's ResourceSmart Pilot. The Framework, currently in Draft for Consultation,
is posted on Parliament's intranet site for staff comment.
(http://intranet,parlynet.vic.gov.au/default.htm)

Subject to staff feedback, it is expected that the Framework will be approved by PEG and the
Presiding Officers by October 2008.

(b) What outcomes are to be achieved from this exercise?
To improve the environmental sustainability of the operations of the 3 Parliamentary departments.
(c) What are the timelines for the completion of this project?

Sustainability is not a project. It is intended that an approach aimed at improving the sustainability
of the Parliament's operations will be adopted on an on-going basis.

QUESTION 1.5
Response to Q6.2

The response indicates that systems are being developed to assist with enhanced
energy reporting'.

(a) Please describe these systems

Until recently Parliament lacked the ability to record, monitor, report and analyse data on energy
usage. By modifications to Oracle Financials, and by developing Excel-based databases, the ability
to track, aggregate, report and analyse energy usage and carbon emissions has been developed.

(b) What costs are involved?

No additional costs incurred. Completed with existing staff and resources.

(c) What are the timelines for completion?

Completed.
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Report on the 2008-09 Budget Estimates — Part Three

2. FOLLOW-UP OF OUTSTANDING MATERIAL FROM PREVIOUS COMMITTEE
REPORTS

QUESTION 2.1
Report on the 2007-08 Budget Estimates Part Three

In relation to the response received to the Committee's 2007-08 Estimates
Questionnaire dealing with departmental savings (Q7), Parliamentary Departments
advised that "The Department of Parliamentary Services is in discussion with
Vicfleet and the Department of Treasury and Finance to undertake a review of the
current Member of Parliament Motor Vehicle expenditure to see if any cost savings
can be generated. As this is areview (not yet commenced), the Parliament is unable
to quantify the possible cost savings that may be generated . Various areas within
the Member of Parliament Motor Vehicle Plan will be investigated to see if any cost
savings can be generated'.

Please provide an update of the outcome of this review and the impact on the
budget.

A review has not been undertaken. DPS is in ongoing discussions with VicFleet on measures to
improve cost effectiveness of the fleet management.
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Appendix 3: Responses to requests for clarification on specific issues

QUESTION 2.2

Outcomes questionnaire response received 19 November 2007 for the 2006-07

outcomes inquiry

Question 10.3 from the outcomes questionnaire

What were the salary costs for the categories of ongoing, fixed term and casual
staff for 2005- 06 and 2006-077

Due to the significant level of resources required to answer this question, the Parliament was
unable to complete this question in the timeframe required by the committee.

We will forward this information once it has been completed.

2005-06
Permanent Fixed Term Casual Sessional Total
Legislative Council $1,528,851.36 | $1,270,441.46 $- $2,799,292.82
DPS $6,387,376.69 $381,478.63 $475,506.98| $578,279.32| $7,822,641.62
Legislative Assembly | $2,602,931.60 $688,524.73 $6,618.50 $3,298,074.83
MP’s $16,865,230.29 $- $- $16,865,230.29
Electorate Officers $10,690,776.00 $24,514.87| $1,082,106.98 $11,797,397.85
$42,582,637.41
2006-07
Permanent Fixed Term Casual Sessional Total
Legislative Council $1,675,443.19 $1,073,439.90 $15,247.57 $2,764,130.66
DPS $6,473,787.80 $503,055.94 $426,018.66| $498,266.73| $7,901,129.13
Legislative Assembly | $2,594,548.02 $507,498.64 $18,654.04 $3,120,700.70
MP’s $17,094,026.37 $- $- $17,094,026.37
Electorate Officers $11,811,017.50 $160,322.11| $1,554,840.12 $13,526,179.73
$44,406,166.59

Source:

QUESTION 10.4

From the outcomes questionnaire

DPS Questionnaire response, September 2008, p.5

In terms of the department's salaries and wages expense for 2006-07, provide a
breakdown between the aggregate expenditure incurred on administration
compared to direct service delivery (provide comparative figures for 2005-06).

Please provide a breakdown for the department 's 10 largest programs

Due to the significant level of resources required to answer this question, the Parliament was
unable to complete this question in the timeframe required by the Committee.

We will forward this information once it has been completed.
Please provide aresponse to these questions.
All staff within the Parliamentary Departments are employed to provide service delivery to MP's

including a significant proportion employed only during sitting days. All Electorate Officers are
employed to assist MP's in the discharge of their Parliamentary duties.
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Appendix 3: Responses to requests for clarification on specific issues

Department of Premier and Cabinet

QUESTION 1.1

Response to Q2.4

The department advised that ‘Departments can apply to carry forward up to 3% of
their recurrent budget. Carry forward in relation to the capital program is usually
determined on individual projects. A final carry forward amount is not finalised until

the end of the financial year, therefore at this stage no precise figure has been

formalised’.

When finalised information is available, please provide a response to Q2.4

Answer —

DEPARTMENT OF PREMIER AND CABINET
2007-2008 to 2008-2009 TOTAL ESTIMATED CARRYOVER REQUIRED BY FUND SOURCE

Appropriation State Funds | Commonwealth Total
Funds

$'000 $'000 $'000
Provision of outputs (section 29 of the 6,710,000 0 6,710,000
Financial Management Act 1994 applies)
Additions to the net asset base (section 29 5,900,000 0 5,900,000
of the Financial Management Act 1994 appliep)
Payments on behalf of the State 0 0 0
Total 12,610,000 0] 12,610,000
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Report on the 2008-09 Budget Estimates — Part Three

QUESTION 1.2

The department advised that ‘Advertising and communications activities are not
independent of program and policy development, implementation and evaluation.
As such, it is not a stand alone budget item, but rather the advertising and
communications expenditure is formulated as part of an overall program delivery
or output as required by the Government’s Output-Based Management
Framework.

a) For comparative purposes with other departments, the Committee would
appreciate the department considering whether it would be possible to provide an
estimate to the Committee of a budget for this item if possible.

b) Given that the response identified the actual expenditure for the 9 months
ended 31 March 2008, please provide the expected actual expenditure for
2007-08.

Answer —

a) Advertising and communications activities are not independent of program and
policy development, implementation and evaluation. As such, it is not a stand
alone budget item but rather the advertising and communications expenditure is
formulated as part of an overall program delivery or output as required by the
Government’s Output-Based Management Framework. For this reason, estimated
annual budgets are not determined in advance.

b) Actual Expenditure DPC including Arts Victoria

Campaign media expenditure $ 2,764,313
(as monitored through MAMS contract)
Campaign advertising services expenditure $ 601,744
Functional media expenditure $ 108,983
(eg: tenders, public notices as monitored through MAMS
contract)
Functional production $ 2,255

(as monitored through MAMS contract)

Advertising and Promotion $ 422,870
Defined as communication agency services, production,
design, print collateral and sponsorship

NB: Expenditure quoted excludes Arts and Portfolio Agencies.
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Appendix 3: Responses to requests for clarification on specific issues

QUESTION 1.3

Response to Q10.1

In relation to providing a summary of the funding provided through the budget that
will be disseminated by the department through to the non-government sector in
2008-09, the department advised that ‘at the time of completion of the
guestionnaire, the 2008-09 budget had not been finalised'.

Please provide a summary of the funding for 2008-09.
Answer —

The funding that will be disseminated by Arts Victoria to the non-government sector during 2008-09
is as follows:

Program Amount
Touring Victoria $590,000
International - Project $720,000
Indigenous Arts Development $100,000
Arts Development $1,630,000
Local Partnerships - Touring $545,000
Victoria Rocks (including World Music Expo) $1,010,000
Organisations - Annual Operations $300,000
Festivals $600,000
Organisations - Multi-year $18,955,000
Organisations - Major Performing Arts $6,710,000
Creating Place & Space fund - Infrastructure Grants $70,000
NGO Maintenance $560,000
TOTAL | $31,790,000

QUESTION 1.4

Response to Q13.1

You provided a detailed breakdown of staff numbers for 30 June 2008. Can you please provide
details of expected staff numbers according to pay grader and position type (eg. Fixed term,
ongoing, casual, funded vacancies) for 30 June 2009.

Answer —

The Department does not anticipate any significant change to the staffing profile
from that applied at the year end June 2008.
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APPENDIX 4: RESPONSES TO FURTHER
INFORMATION TO BE PROVIDED AND
QUESTIONS ON NOTICE RELATING TO
THE 2008-09 BUDGET ESTIMATES

Appendix 4 details the Government’s responses to requests for further information made by the
Committee. These have been arranged according to the main Growing Victoria Together visions.

A4.1 Thriving economy vision

A4.1.1 Agriculture portfolio

Compliance with relevant industry standards for animal welfare —
inspections and prosecutions

The Bureau of Animal Welfare (BAW) in DPI monitors data from the Magistrates Court on
prosecutions done under the Prevention of Cruelty to Animals Act and can report on the last five years
(2003-07 inclusive). The tables below, which are prepared by the BAW show:

e The number of charges and cases (each case can have from 1 to 100 + charges) by each
agency from 2003 until 2007. Data from 2008 is only available until April so this is not
included;

e What charges have been laid and how many times by year for the 5 years; and the

e Ranges of penalties imposed for particular animal cruelty offences during the 5 years.

A general comment listing the species prosecuted by DPI has been provided in the appendices below.
However, providing the details of species, industry and number of animals for each prosecution for
the 5 years would involve a lengthy and complicated process requiring agencies to go individually
through prosecution case files.

The BAW provides the following two points relating to interpretation of this data:

e Prosecutions occur for less than 1% of all investigations and do not give a good indication of
the level of activity by POCTA inspectors investigating alleged breaches of the legislation.

e Whenever possible, Inspectors will educate the person/s involved and work with them to
rectify the situation and prevent future recurrences of welfare problems by that person rather
than resort to prosecution, i.e. consistent with the enforcement policy.

Only the very worst cases are prosecuted so that each prosecution, particularly those involving
livestock in large numbers, can involve a number of officers and large amounts of time to investigate
and prepare the case. For example, the Lara horse case has cost the RSPCA over one hundred
thousand dollars, numerous staff and huge amounts of time. DPI are also often involved in similar
cases with livestock, in particular, cases involving cattle.
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Appendix 4: Responses to questions on notice relating to the 2008-09 Budget Estimates

Administration of funding directed at the Future Farming Strategy,
including a breakdown of the various components over the forward
estimates

The Securing and Developing Services to Farmers (Action 1.1 in the Future Farming Strategy) is
worth $16 million in 2008-09 or $77 million over four years. As indicated at the Agriculture Portfolio
Hearing, this ongoing funding is crucial to allow DPI to maintain the important capability and
capacity it has built through past initiatives such as the Our Rural Landscape initiative (through the
government’s Science Technology and Innovation initiative), which will result in improved services
to farmers, increased growth and innovation in agriculture and a farm sector better able to respond to
new challenges and opportunities.

Investment decisions for this project’s funds will be made through DPI’s new science investment
framework. This investment framework provides for investment decision making with greater
transparency, alignment with Government strategies, strong engagement with industry stakeholders
and rigorous evaluation of projects. This new Framework is applied to all DPI’s science investments
and follows an extensive review and benchmarking against international best practice, and has been
endorsed by Victoria’s Auditor-General in his recent review. Detailed project descriptions are
currently being developed for consideration at an Investment Conference scheduled for 25 June 2008.
The Investment Conference is chaired by the DPI Secretary and includes representatives from the
Department of Treasury and Finance, the Department of Premier and Cabinet and the Victorian
Farmers Federation.

Of the $16 million in 2008-09, $1.6 million is initially allocated to DPI’s Primary Industry Policy
output, $5.6 million to DPI’s Sustainable Practice Change output and $8.8 million to DPI’s Strategic
and Applied Scientific Research output. This allocation may change slightly as detailed project
proposals are agreed.

The allocation of outputs against the other 19 funded initiatives announced in the Future Farming
Strategy are listed in the table below. Of the Future Farming funds budgeted for DPI in 2008-009,
about 8% are allocated to DPI’s Primary Industry Policy output, 2% to DPI’s Regulation and
Compliance output, 53% to DPI’s Sustainable Practice Change output and 37% to DPI’s Strategic and
Applied Scientific Research output.
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A4.1.2 Information Communication and Technology

Timeframes for standardisation of the desktop environment

The Department of Treasury and Finance is responsible for the timeframes for standardisation of the
desktop environment and therefore this question should be referred to the Minister for Finance.

A4.1.3 Major Projects portfolio

Outline of all projects that Major Projects Victoria are responsible for.
As at 21 July 2008, Major Projects Victoria was involved in the following projects:

e Melbourne Convention Centre development
e Melbourne Recital Centre and MTC Theatre
e Melbourne Rectangular Stadium

e Parkville Gardens

e Biosciences Research Centre project

e Melbourne Wholesale Markets relocation

e Geelong Future City Master plan — Cultural Precinct Stage 1
e Princes Pier restoration

e E-Gate Master plan

o Kew Residential Services redevelopment

e Hepburn Springs Bathhouse redevelopment
¢ Norlane-Corio urban renewal project

e Austin Hospital redevelopment

e State Sports Facilities project

e Beacon Cove

A4.1.4 Parliamentary Departments portfolio

Download speeds expected from the wireless broadband service

The official download speed advised by the service provider (Telstra) is 7.8 megabytes per second.
However, this is the optimal speed that may be experienced. Factors including location, contention on
the signal towers and network traffic may impact on this performance resulting in speeds less that the

official rate.

As these factors are outside the control of the Parliament, we are unable to guarantee that these speeds
will be experienced by Members every time they use the wireless broadband service.

It is anticipated that as network capacity and funding allow that these speeds would be increased over
time. This is dependant upon the infrastructure for the increased speeds being supplied by Telstra.
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A4.1.5 Planning portfolio

Allocation of funding for the Ringwood Precinct Plan

Government allocated $5.4 million in the 2007-08 State Budget for design work in Ringwood to
provide a blueprint for integrating Eastland and the proposed Town Square across Maroondah
Highway to the station precinct.

Issues connected with the new overlay area called DPO 7 between Narrawong and
Portland

The current Development Plan Overlay (DPO 7) planning controls around Narrawong in the Glenelg
Shire were introduced into the Glenelg Planning Scheme at the request of the Council and cover low
lying coastal areas that are at risk of coastal erosion and with potentially increased risk resulting from
climate change and rising sea levels.

I have informed Council that | want to see the form of the revised planning controls for this area
resolved as soon as possible but | understand that more accurate mapping is required in order to
complete the review of the DPO7 controls.

A comprehensive understanding of the risk to this area is reliant on accurate mapping of the adjacent
sea floor. The Department of Sustainability and Environment’s Future Coasts Project is preparing
accurate sea floor mapping for this locality and when this is complete | expect it will form the basis
for a Council led coastal engineering and planning study expected to produce new planning controls.

Proportion of major activity centres, principal activity centres and growth areas that
currently have precinct structure plans

Structure planning for 75.8% of Principal and Major Activity Centres is complete or underway.

A4.1.6 Public Transport
Outline the expected completion date of the Dynon Port Rail Link (which will include a
facility for freight to be offloaded from trains directly onto ships).

The project is scheduled for completion in 20009.

The project involves the construction of a direct, uninterrupted rail link into the Port of Melbourne, by
providing for parallel rail movements via two new tracks into the port precinct. The tracks will
connect into existing sidings (with existing arrangements for loading containers expected to continue
eg. use of mobile straddlers).

The improved rail link will separate road and rail access and will increase the amount of freight which
can be carried directly to the port by rail.

The project does not provide a facility for freight to be loaded from trains directly onto ships.
Details of the subsidies provided by the government to the Department of
Infrastructure (now the Department of Transport) for the provision of additional trains

for the forthcoming harvest season.

A $1.4 million rebate on access fees for domestic grain on rail will be provided from January to
December 2008.
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A further $10.0 million rebate on access fees for export grain on rail will be provided from July 2008
to June 2010. Finally an additional $10.0 million support package for intermodal (container) rail
services will be provided from April 2008 to April 2010.

These rebates will provide short-term support to ensure rail freight is a viable alternative to road
freight, and to provide a level of confidence to the industry to make longer term commitments to the
use of rail freight.

Calculation of performance penalties for train delays and cancellations

The operational performance of metropolitan trains is measured against punctuality and reliability
targets and against passenger weighted minutes of delay (passenger weighted minutes).

The Operational Performance Regime is used to provide public transport operators with financial
incentives to meet specific target levels of performance. It measures the quality of operational
performance from the passenger’s perspective. Passenger weighted minutes are used to quantify the
affects on passengers of delays, cancellations, early departures, short running and loop bypasses. All
disruptions to services are given a ‘weighting’ based on the number of passengers using a particular
train service. The ‘weighting’ depends on the time of day, day of week and direction of travel.

A4.1.7 Regional and Rural Victoria

With regard to the Regional Infrastructure Development Fund:

. a listing, including year, of the 172 funded projects;

. expenditure under each project to 31 March 2008;

. category of partner involved with government in each project; and

. status of adoption of recommendations of the Auditor-General in October 2005

on reporting of the Fund’s outcomes.

A list of the 194 projects which have been approved for funding under the RIDF since 2000 is
attached, together with details of the approved grant amount and expenditure against each project from
the fund as at 31 March 2008.

The Committee should note that a listing of all approved projects and approved amounts is already
available publicly in the RDV Annual Report and on the RDV website (wvw.rdv.vic.gov.au).

Actual expenditure from the Fund reflects applicants' achievement of key payment milestones set out
in the specific project legal agreement.

The Committee will also be aware that the RIDF aims to maximise funding from other sources and in
this regard has been highly successful. The overall commitment of $411.3 million for 194 projects has
been matched with commitments of approximately $837.7 million from other sources. This equates to
a direct leverage ratio (from other sources) of $2.04 for every dollar committed by RIDF.

In regard to other funding partners, the largest proportion (approx 32 per cent) of project costs has
been committed from the private sector, as the following chart illustrates.
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Figure A4.5
Private Sector RIDF
32% 33%
Other Local
Government
Government 149
21% °

Auditor General's 2005 recommendation re "reporting on the Fund's outcomes":

That RDV provide more information on the operations and outcomes achieved by the RIDF in its
annual report to parliament.

While RDV’s annual report and other publications currently provide information on the overall
activities and expenditures of the fund, accountability for the RIDF's management would be improved
by providing more public information on the allocation of funds against the principal project
categories specified in the Act, the geographic distribution of funds and more detail about the status of
approved projects.

There is also insufficient public information available on the overall performance of the RIDF,
particularly in relation to any impact it may be having on the economic and social development of
rural and regional Victoria. RDV's annual report to parliament provides information on the outputs of
regional infrastructure development, but does not address outcomes in terms of whether the policy
objectives of the RIDF are being achieved. (pp.19-20)

RDV Response as published in the Auditor General's report

RDV provides a range of information in its Annual Report and on the RDV website with regard to the
operation of the RIDF RDV and DIIRD will review the recommendations in this report to assess
whether there is additional and appropriate information on the RIDF that can be made available
through the Annual Report or other mechanisms. (p.28)

Status of Adoption of the recommendation - July 2008

The 2006/07 RDV Annual Report provided greater information on the allocation of funds against the
principal project categories, such as Dairy Roads, Local Ports, Arts Infrastructure and Provincial
Pathways. Section 3.3 of the 2006/07 RDV Annual Report also included numerous examples of RIDF
projects and outcomes. Provision of this information is consistent with the recommendation of the
Auditor General's report.
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A similar presentation of information is envisaged for the 2007/08 annual report.

In addition to the Annual Report, RDV provides more regular information on the operation and
outcomes of RIDF projects through the RDV newsletter Moving Forward, and via the RDV website:
www.rdv.vic.gov.au.

For example, the RDV website provides case study information on successful RIDF projects and
reports on completed independent evaluations of the Fund. Results of two further evaluations
undertaken in the second half of the 2007-08 financial year will shortly be available.

Breakdown of funding allocations from the Provincial Victoria Growth Fund.

Table A4.6

Action Initiative/Sub Program

‘Provincial Victoria Growth Fund

Attracting more peo1 t IN, ork and invest | prmmal

3 Victoria $12,000,000.00
4 Managing growth in regional communities $15,327,000.00
5 Delivering greater support for small towns $3,000,000.00
7 Attracting investment and promoting exports $6,610,000.00
8 Building a skilled provincial workforce $22,000,000.00
9 Driving growth and competitiveness in primary industries $1,710,000.00
10 Meeting new challenges in key regional industries $24,250,000.00
Promoting sustainable development and better land
11 management $4,950,000.00
Unallocated (New Initiatives, Operating Cost, Overheads) $10,153,000.00

$100,000,000.00

360



T9€

(0BT GEE vI$ (2io) pue spakoud £f wswele aue sjuswied SEa41) B00Z UMNEN LE JBYE PESSaad usasq aneYy suawied [BUDIPPY .

Wifuipuaase pasnlpe sem Juswied Ly JEUY Sy PUE pEEPIG ISPUN DAISATHD Siem SHIatud BWos S8 51500 SENud |BUl DUB SPUTY PEIUNDULE WSS SUNELEN JOUL B &let) T 0N

ayadwog wafoud D00 D0E 25
anadwon pajoud _uuadmu__.».
ala|dwos eefold 000 002 LS
ae|dwod Pelold 000'00Z'ed
aje|dwas alold 000'80FE
=jejdwa ypselold 000'0055

aia|dwoy 1alod pog'o00'e
aps|dwon slold 000'006%
sjz|dwa palold 000'002S
ajEpdwag yeltld 000'5EL €8
aj@dwod walodd 000'052 T8
sladwo] peloid 000'E5L LS
aje|dwoy pelold 000'0LLE
sjpdwod palold 000'001§
aja|dwo] yaloid 000'058" 14
sjadwed eloid 000'0Z28
aEdwa] paloid 000'05cCE
slajdwes paloid 005'2988
=edwod jaloid 000'58LE
apdwe 1eleld 000'FLZ'ES
=18jdwod elod 000'DLEE
aduion peloid 000'009'2S
aps|dwed paloud ooo'ooo'zs
ajadwoy Peloid 000'008'ES
apaidwog paloid 000'06k 1

fjE|dwao) paloid 000’5168
ajjdwed palod 000'8528
=e|dwad 12eleid 0000525
adwed Peloid 000000+
sia|dwo) eloid 000'505E

aje|dweod yeloid 000'05LE

2INEDSLE penosddy
IeSEpIEd $401d & dai

peog wawesbeuep _._m_m.m._..r._.m_c._n.“_E uELNoy SYE

J29EN, UBQICT)

:nﬁ_ﬁmﬂq nE_._Ww:___.___ IIH ubjauanos
Apslanun aqoi] e

pounog Ao obipuag Jaieg
E2UNog anys _m_..__n___a__

BIELSMY J02Jamod

JEN RRLINPY Jamo]

puneg g vopeddays Jejeaug
[PUna]) a4y SuBKlWelD) Waginas ] Ny
(2uno: AU jelelEg

.ﬂ_:_._nn__ .__Eu m:nﬁmﬂ..ﬂm!ﬁ

_lIBuncg P_Ew E_u:msmaq E:aE
AINPISERY) jo juswpedag

Aoy Jeen uoiBay 15800 pugidog
__D.._Jn._U w.___._m .—U_E_ﬂ_._E_..E
~puneg o sgone]

[Buncs aulys adsedwen
~[puneg aJjyg uoppo

Eunog Ao sgoden

ejed jo Ausianun

Ipuno) Ao Buoes ssieais

[E2UNOY A0 ogUBLLIEN,
10UND IS puBisddio 153
LojEnEsald AEmiEY LODEY 1§ SUBWa)seD
IounDD SuyS B_Emmcm._oﬂ

sndwen obipuag “fyssanun SE.__m._
UD[EIFPE 4 SISUUE L LENOIIA,

BUCHIA, SHIE

#aunag Ay obipuag saieain

Eﬁa_an.—q

Hosay audly WEWNDY S4BT 1B 8ius] ABQ B JO UORNIgSUos
uojfiey suBwWapseD auy o) ABsjens uolanpodd Jsuesin

BpEIBdn S5O0 WEWNOS BUY) Ue poo|g

) anquan 10| obipusg

aUIW plog - awdoEaag sinjangseyu) wsuno ) sBejssy obipuag
. ) alusn fsnooe] audpy

" Z00Z/100Z W peounouly swelboudrsiosiond Jard

aamanaseyu) Auoinses Aeg weuon

BN | O} JREN, PEIERIL

AEmumy jo uoisuapg - SLoIpoEy uopaddays

wewdo@Eaeg RNy § (euoifiay o) 35US7 LI Pue anusg Buiues sgmald 1IN
galy £SaUsng _E__._mn_ JEIE[E L0 UDIESIEIAS Y

) E|nsuuad BuLE|Eg E.__uz SEC) [RINJEN JO WCTE|D)18

“dnyzuig 18 Pupelg ABo|ouya | PUE IIERsEY

UONELS BUELISISED 1B SBININES IEY J0 WaalEisUlEy

Buo|aec) Jo pad 1 1ald LR x_am_ 0} ssany ey sbings pleplels Jo UaiSineld
speifidn wed Jusiesd | sEp; Alled Lo

T pelug wswdo@asr] piUoucaD S, [pUIpLLIng]
T ) o ) T ssedlapun ey (e
safsL, aul jo Gunesap

juawdojanag s|qeuEsng wubay Aeunpy uoppo

uswda@Enaq vodiny Euoibey sgone

n_:_u._m Juswdn@ae sesng ABojouyaS ) uoiELLIOM)|

weibold uohesiEwey [Baues Buopsss

awdojaaspey aben, swnuep 4 Yeste)y

~ spuefopsg [puoifay puersddis jseg

. RUTIREES

BUBLHISED 01 PUCIBRENN U J0 UCHEICIESY - ABMIIEY SpISURIDD UBLICLA SU) o uolariwen
- ) ] 99815 RUENPU] Uspaog
SERUNULOD) [Buoifiay BQEWERISNS I0) auas)

sassed JaaQ/apun apieD

SHION, JUBLUODEAS] BIMONGSEYU| SSARD UBYING

LDOZ/000Z Ul pasunouuy sweifioidrsioafold Jaiy

ofipuag Joumald Weuno | uoBei uapiog au o UsWaaLEYLS
....... DDOZ/666 1 Ui Pasuncuuy sweiBoigrsiaaloid Jaiy

 swep jeafoid

800Z Ainp L} 38 se s00foud pesunouuy 4aid

L'vV 3l|gel

sarewnsy 186png 60-8002 @Y1 01 Buneal aoslou uo suonsanb o) sasuodsay 7 xipuaddy



c9€

{pez'see'FEt E10) pue siaalond of 1swebe aue suswied asaUl) 00T YBW LE JeYE passeocud uaag aney siWauied puolIpRY .

Afumpeasse pejsnipe sew juswded Jap euy sy pue 1eEpng Jspun paisasp arsm siasfond Sues Se S1500 SEsfond (BUY PUB SEUNY PEIUROULES USSM]GG SUCTELEA JOUW 85 siay ) 'F1LON

aje|dwo) oelold 0000094
sEdwoy aloid 008'602' LS
aje|diio) palold 000052 1S
sje|duo] alold 0000584
sjz|dwo jaloid 000'000 2%
aigdwo) jeakoid 000'0ZL €%

sjejdwoy jsaloid 000'006%
aiedwo) oaloud 000'5.LES
ajgdwog j=eioid 000005 1S
@1aiduio 109101 000 00S$
aj@dwod Peioid 000596 1S

sjeidwon 10slold 000'000'ZS

ajedos 1Paloid 6611848
2ygdwo) 1alitid 000 'D0FE

aigdwoy paloid 0000568
aje|dwon peloid 000'LLE'EE
ajz|dwa) afild 0000058

ejejdwo] Peloid 005 LB6S
aim(dwa) oeioud 009'S9ES
=yejduwien 1aeleid 000'000'0L 5
ajz(dwo) 1aloid 002 50rS

sjedwoD weloid D6E'6LES
ajzdwoy alold 000'955 '8
alzdwaos walold 000'008%
2s(dwoy jslog 019 '552%
Fe|dwa) josloid 000'TErS
ajg|dwas walod 128°LLvE
2jaidwo) paloid 000'005%
fjzdwog 1aiold 000'000 28
=(dwoD waloud 000'001E
a1edwoD weloid 000'D00 5%

aj@dwo) palod 000'005'2$
BOENLE ‘pesoiddy
EsEpEd 4O $ 40

[unog Al iy Weysion BINISE4U] J0 UOEINOL - SjEIE3 [BLISNpU) (Y82 jung Ajsuwucy) peoy uoidwnid
puneD &9 ey EneieBuemg PUIEld B80S PyUME UM SUBA0)
pajwi Auedwog anjesado-o) wngmos feunp ~ weyshg ssnay AuEQ pue LaisUEX UCHINPalG YW - WEIGE] LUNGINSS AeLmy
FOUNGD BAUS SPBUMOS [EAUSD ealeld fyEnpu) yBnodogiisgpy
Iipunog Aip 2qoge 7 pue ewsnpu) Jo uswdojasag - wodiry [euoiBay aqoe
~ dysmisnun agol) e . ~ ofipusg eang may\ aquag suy [ensly, Kissanun ago| B]
TAwsT)
3| BUGIOLA 10 UDIRROSSY SPURASIES YIOIS@A safiueyaxg yooisaar jo sapeibdr) sirmonseu)|
IPuneg NS sebuey uopsoep S __ BLIOGEID MO SIEIST [BLENPU|
T eiEiEq jo Ausmaun o T a4U27) UORNOS SEaLIEng AUREd Bisy gl
| §30|/UsS UEWNy Jo Jusuedsg anuan (120 ssueusiuEp Buping Aunwwon pue BuisncH
) “fusmAUn umEsg Pupslg Aopuyse) Buopesn
[unog fug obipueg Jeeag iuswdojsrepays doysyon, fem|iey Jsuuod
[launoo sps sdsedwes ) . udisuedxg SjEEg EUSNPU) BANYIS
JmiEp Aaiie Linginoo B S __psloud suledicl epgeing uapBwIgeLS o) WeigaD
BuurjoenuEp
POGAA, BAJEAOLIU| S0} BUST) Luessay ajeiadooy BuisEa00Id POOM, PaoUBADY JO§ BILSD
_B:_.Eu_ fyny obipuag . E.ﬁm._._.u . I NIE LOIJEAOUL| UBLIOIA, [BILED
[punog A0 Buopas Jajeals) T ) BININASEIL] PEOY - Wodljy unjesy
S ) ) £00Z/Z00Z U1 PeaUnoUly sweboud/siaaloid Jap
paunog h_,_u iy eBuopopy ] ] jeEg Afiopouloe) g sseusng ssudEug efuopony
(=T} E_u ey enelebuep wawdoasac] yied [eusnpu| enelebusiy
uawdoganag [euoibay _ur_w Hﬂwﬁ Eu_._.Emn_m_m o T T UONEIC]Y SUMDRRSEyU] AUNIULLIG:Y [Biny
Jounog anys GEus|s . ) )  guawaanidll] SUoIpoIaY DUBLOS
suciEss] BueEn - (Al enensny vl yanyd Bugun wewdsjessq g sbeyg suogeai) eurien
pieog juswabeusy possy suidly weg megd W AUNINISELL| PUE SS0IASS 'SANII0ES 'SSILAIDY JOSIA JESA |y oSS meg weg
10UN00 K43 feine EInpLYI o wewdoenepay sinionase4u| - Hodily enpim
18UNG3 B1US SRISUPIOD [EiUaD - a)ee3 jepsnpu] yBnosoghiep
ounos) R eIy [ UBms wewdapaaq Z sBeyg - I UemS 212153 [BI0snpu) SIuLEy
|2Unos m._-._m EE______ . T m__mEmz pue Wwgigoa) - awdoj@ieq pue [ELIEMDU]
llaunog Ay uopeddays Rieals o - _ WeWdoRAR BUENPU| 1220 3aUu014
LIONEIBPa 4 SIBULEL UBLIDIIA wesbord ssedi@nosspun $oos 8y Jo uoisuedg
[IPUNCD SIS BYWEGURIDD aloid uawdoane] SREMISENU] AYIYOowaq
BLORIA, BIPBLULINGA wesbold SUOHENSUOLS HIOMEN S5E00Y JaWeiSn
=T

 Aysimaun ageul B Unesssy Jalemysaly Bupeq Aeuny 2y Buneiodioou) snded Asianun 0UIsI0 e O LOGERID
Swegddy sweN pafold

200z Anp 11 e st sjoalold pasunouuy Jaiy

(panunuod) 2 vV a|qel

991y Med — sarewns3 196png 60-800z 8Y1 Uo 1oday



€9¢€

(DBT'8EE vEE (E10) pue sjoafosd gf jswebe aue sjuswied Ssa)) RO0Z Yel LE Jaye pessaocld usadg aney sjuawied euonppy .

WBunase pelsnine SE JUaUSEd S0y EWY 64 DUE peOpNg Jepun DEISATSED Sre SRl SuA0s S8 51500 SRetud |Bul DUe SOUNJ BROROULE URSMPE] SUGEUEA JOULY Qe &L (310N

ajzidwo 1altld 000" 000" mNm
ajedwon wakoid 000 D0SE
aja|dwal 1eiold 000 00FS

ooo'oon' 1$ 000'000'eS
ae|dwo) psloid 000'0058
ajzdwos pslold 0000057

€05 VS FIE 000'000'02%
ono'oon’ Ls EH_ ook .mw
apmdwog yelold 00000073

£PO'E0E L b 0B0'ZZS LS
azdwag pelodd 000 L98%

ajadwos) palold 000'000" 1

@dwod pelold 000'05.'9%
ae|dwo] peloud 000 Fea'tE
ajedwon paloig 0o0'o0s' LE
sjaidwo peloid 000'000'vE
ajzdwed paloid 000'025%

#ajdwe] Paleid 000'005 1§
aejdwod palod 005'zL0 1S

Auouny Jajep, uoibey pueisddisy |EnUsD

l13ineg 2lIYS EUBMEULEE)

Izunog fyg Buopeg tejeaig

gaunog Ay obipuag IeEsc
Pl fid PUEled o wod
pounog Auo oBipuag Jaean

e, Juawdo@aag leuoifizy

E_._u_.__,_.__...___ EE‘._.___ _u__._m_mn_n_.w_ yinos

paunog fug rEiny eBuopopy

syromIeN (IdS) ML pue seg

yauninpy ‘{p1 UoRNOUISI] SED DA PY] BASSMT
P11 fid [BPOLLIBIU] 25I0H U]

launo] ans puesddin 583

uoljEasiay

7 pods ‘senuniiwo: Leuaiis, soy jusupedag
llounod AU 1INy NP

£lod puejsddis

Juswuolnug pue g BUBISNS J0 Wawpedag
punog 1D 1eieEd

fyssamun 2gai] B

fpouginy ssep (eumbey Gruso

floloed JEEN, PUB|Sdd|S)

pafold wawdoaaag SR [BHSNPU] BUNUSD
IN2NUSENU| [EullLe | Jebusssed - epaubidn uoidy poding uoay
) S00Z/S00E Ul pasunouuy swielboldisioalold 400

SN UNENISELYU| 2N pue soeds oo yueg clipusg
aUnjangseyu| _uﬂm_u_umma.. 5 Jepenjdiyg asoding-)np pUBUOG o Bod
2IUS]|30xT 10 anuas UogLxg [einy obipusg

S00Z/F00Z W1 pasunouuy swesBosdrsioalond 100

. PUNg wawdoaas sumo ] JBwsS

___nt_._o _._mwea .__ﬁ_m ST - JIEMBISEN, PUBISDDIS WINOS - BYIEbU0ST "BANGUINIOY

asuan Wbmid eBuoposy
{s0/5002

- PO/ENOT USaMIa0 PaSUNOUUE - SUMO] o 10 spoafoad ¢ , weiBold uosuapg see [2InjE

Hod PUB| BISARIUNG

aloug wawdaanag Ansnpu pue JuswwsAcidil] aINERISELYU) Yed [BUSAPU| SEPSLUEE |Wnog

walidojaAspay WNPEIS paIINS
SpUE QA BULENY 2Dl

UIng 20inag [Pesas, SoUBnuT saye
wesbold wawanoidw) wed uop)g e

juswdoBnag JuDald anuas Byeung

eBUopop 18 20UBHS |BIUBULCIAUT LI BUILIES] PUE UZUEBSSY b0} BAUSD B 0 LORERID)
WE|4 JuswWieal] JBIEN, PEWRIISY W SSE|D,

o] peloid 000 ¥I0'TE uolBisy jsan, BLCIn, EXIEd aug afieyg - aguay |EInyng puUe ied [EUaLEN By} yNGWE
FOOZ/E00E Ul uuu::ﬂ::ﬁ EEmEn:ﬁuu-En_ Elat-]

0% 000'0¥E'2E BINIMUISELL] JO IWewpeda] , G129 jo Lod @y I8 SeN|RES A8y 0] 55209 |EY 86NES PIEPUEIS
PEG'OP0'ZS o0o'o0s'2s UONEISPa 4 SIALLUE | UBLOIIA, , ¢ afielg welfiold ssedlapunang ¥o01s
000'0%9s 000'szas UM SRS LopEUljEN, uawdoiaaapay HEUM Badhy Bod
000'059°98 Sls'ogl'es BLOLA, S129l0ug Jolep uado|@ABpaY PUE JuaWysiaIney ssnoyyieg sBundg wngday
#ajdwo] 1oeloig 095'956% punog auys pugsddin jseg wewdaEnan Jejsni0 JIomgen Jaguwl ]
Madwos 1Pelold 000'000'EE Ipunog Ay uopeddaug ssleain swdojanepay spunobimoys uopeddsus

ajgdwon paloid 000'00s' 1E JUSILICIALT pUE S30UN0S3Y [BIMEN Jo uswpedan SUONEILE|L 2lEnld pelebi) esn-ay

siaduwie) y38loid 000'v98' 1 _Iounog sk uoiBulis | 8681 - uswdopsnspey Sies jo Hod
BOVEQILE panaiddy
IesEpEd$ IO $daid 1ueiddy :  =we paky

800Z Mnr 1 38 se spoaloug pasunouuy Jaly

(panunuod) 2 vV a|qel

sarewnsy 186png 60-8002 @Y1 01 Buneal aoslou uo suonsanb o) sasuodsay 7 xipuaddy



o€

{062 BEE FTt IE0) pue sposlosd g 1eurede aue sjuawfed ssagl) gooz YIe LE Jaye passeomd uaaq aney sjuswied [eUonppy

ABUpioase papsnipe sem Juewed Jary jeuy sy pue JaSong 1apUT PEISARED BIaM SJREI0T SWI0E S8 SIR00 S0 [EUy DUR SOUTY DEOLNOULE Laasiay SUSISUEA JOUL aue auail ‘310N

0o0'009s ZF5'0LES [12Unog anus aufop fared pogd - weibold sHod [E207
000'006% 000'550' 14 spod puggddin . . 20UBIUT S8y - WelBold slod [230]
0000045 000'0.48% syod pugsddig .+ HB0Iy Wod 7 100dus|am Hod - WeBoid SHod (007
DSZ'OLFE 0on'L2es lsunag ains a)webuelod L BIs ayweduelon - speoy [eso] e
0'sZLE 000'8ses Founog s adsedweg P UB[EWRIS - SPECY (B30T B
000'005% 000'005'+§ pounag A ey eyeebusy snual) sy Buuopag eyeebue,
D00'0L5S 000045 1S payw Auedwog enieledo-o) wnginog deunyy aloug ABusum pue ssjey, Byjebiuca] - wngnog-ieunyy
000°00ES 000'0E6% pajjwr Auedwog aaeisdo-0g Wngnog feunyy " Wwajshg 2snay 19IEA 3JALYDYAT - Wngnog-RaLngy
000°009% 00D'0LLLE _ pounag AN jeany eyesebuen, | pumalg [epsnpu] epeebUEA) YUop
og Qoo'ose'zs pEaUnG sy __Eo _.m_.._w_ Em:EuI 199f0ig gnp Wbjeu ] [epowwaiy) [Buoifay B,
0% Q00'0ZES 11unoy A [POgqUIBLLEA, wawdoanapay wading Eugfey 0ogqUBLLIEL,
0% Q00 oeFs 13BN Lu_ﬁ}_ LUNGgnocy aENSY pUR .Eurﬂummcm—___._ JREMBISENS, BANE L
0% 0o0'00s° 1% UQEIAPE - SIULE | UEPOIaIN UQpsUS JBigng - EEmEn_ ssediEpunuean $aolg
0§ 0000588 pounog anys sufop 1| e ooquiEuEn, of Allgd bod
0% 000'000'8s aulin, jaloug uoneyioe d JuswdoEas JUaIIBARE BINBIY
0% 0on'0sEs (UNGT 2AUS m.w_ﬁﬁ aJB0D BIYS FEMI0 DB - SPEOY [B207 AIEQ]
0% Q00°000° LS [lpuneg Ao ofijpuag JejEaig anua) annply [eusibay obipuag
alapdwon wpaloid 000'05kE IIunog eus usbunEm [EMBLIEY BININUISEYU| BLICIPOIEY BIES 158N
(20/L00Z - LOra00E

000'000° LS ao0'osr'ss ENOUEA  USBMSY FEOUNCLILE Sam UM - sjaalosd enplapul §) weibold Juswisamu) Agsnpu) [euobiay

spapdwer Ppafoid 000°000° LS

apdwon 12alald 00'000° TS

paywin Bujuiy oBipusg
pagj] Auediies saneado-on WRGNoS AELNY

auediy s papdaay ofipueg o) d W Lodyy map
“1alold Bupfaay IsiEp, BUebuoeT - WIngnoS-AeUngy

aajdwo? 18foid 000'SELS su0d pueREddin apnsaufeg - Wesbold syod [eao
alejruag 13afald 000 'SOES sH0d puesddic EJD02E||EY - WEIB0.] SU0d [2a0
alajdwog palold 805'vLL' LS llauneg sy Aemig aejeg Aeg ojjody - weiBoid spod (220
sapdwey Jo8lold 000°00Z8 [N 2UIUS WEG Meg "0y [BUED UHON pUZ LoRosUuucs Janly - speay [Bao] Mg
slejdweg joaloid S86'8514 lzuneg suys puersddig yinog Py Buamoog yao - speoy |ean Alizg
slapdwog 102loid 005'281E IPUN0:) anus objpu| ‘P Buwopung - specy |E207 Aleg

apajdwog jaaloid 000550 LS

paunog auus edsedwey

am )] eBelg sagEleg (ewsnpu] adsedwen

L00Z/9002 W paaunouly swelboldisiaalold 4014

D00'05L'ZE 0o0'000°Es UDIEIDOSSY Swnasnyy B ublisienos . MbEy) sy Bunuasad iH ubisenos
ViE'BIG'YS 000'000'52% euopip, Juawdojaasg |euaifay LplENICS Blsop - pung UswdojeAsg SUMa] [EWS
Lra'volE 0o0'00s' LS SPROHIN . BLLEYIS SSS00Y S1E0) WIE4 AllBQ SpECH 2007
000'000° LS 000'006'28 pueDg u__._ﬂ_._._,.u.__wm_.._m____.___ Hoasay audyy =213 S|4 » hemeyes) suoseag |y ¥y22uD s|Ed
000°000° 28 000'000'% Ayssanun Ueaq Shdlen) JUedUEiE, 5 RIsEMUR uiYEan
oS Q00'000°ZE Rysianun agoll e .._B._mnn_m.._m Uy Ayssanun agod | 27 Jop sndweg Sjeuasi] B go uajeai)
slepdwoD walold 000005 15 1Rune) M0 e | 2BEjg BngEU| SOUBYDa Jelee|jEg U} 40 uswdoj@asp-ay
FUENLE pancuddy
e SE pied § 4014 £ Jam uED|ddy alIEN ﬁm_En

8002 finr L1 18 sE S128foud peounouly 401

(panunuod) 2 vV a|qel

991y Med — sarewns3 196png 60-800z 8Y1 Uo 1oday



G9€

(0BT GEE ¥ 1210) pue sieafoud gf jsuEbe sue siuswlied ssey)) BOOE YEN LE Jeye pesseood useq aney sjuawded [puogippy .

Aupnose pejsnips e Jualeied 5oy jeuy ey pue jelong sspun persafsp siew sjoelosd Swos S8 51800 Sjaeiad (BUY PUE SPUINY DEIUNDUUES LSBWM]ST SUCHIBLISA JOUWL 698 aisy ] '3 ON

0% D00'56S pRUNe] BiuS sUBdWRID Walnog (g) peoY sumis|og-ysipuane] - WeiBouy siaxiep o) speoy Eoa]
0% ooF'ZoLE [FOLN0D) 2NUS SUBMIWEIS) Wamnos () peOy BuRsBCD-|sIpUBNED - Weibaig SiEiEp 0] SPeoy a0
0% o00'ZLE 10uUNog SIS BjwebURIe] uoidiyg ‘Jeang axe|g - welboud sjeyep o) spRoy EIo
og D00'ess - llPUne) BN sufop (peoy seye|lig) woobuep-piojsuElly - weiboid SIEWER o) SpeoY €3]
0 000'00Z8 (PunoD A1 (BINY BINPR pelold Aejeg peoy panoudw| oS BYEA - SIEWER 0f SpEOY B30
0% o00'0gS [UNDD BIUS MEY Meg uincug ‘peoy Jegaspy Jo Builess pue Bulasysay 'Buluapiy - sisiep 0} speoy B0
pecy
08 o00'0is oUNcY SIS MG MEQ  LopioD JO Bulleas SNoulINE PUE BU9sysay IPRID BUISPIN - SIBEN 0] SpEct] 2307
speoy aroibsuerg g Aydmpy
0% 000'09% [IFUNDg SIS MEF MER J0 PUE pEdy uosaLely jo BuEeg ¢ Fuseysey [Basig pue Bulapiy - SIayE of SpEOY [E307
0% 000°'00LE Founog aiug saauslid o _ Edoay - epesfidn peoy eaouln - SiEER Ol SpEOM [B307
0% 0546528 lisuneg sing adsediies . . Buizag peoy usjEYELS - SiEIE o) Speoy (2207
0% 000'PELS 19Uno]) 2IMS SUleld USpRS) (peoy ysibus) ainynouby anjsuaiul 104 N0y S[AN0G-E JBJES - SIMEN 0} SPEOY [EI0]
0% 000'SZEE EUNDg AEUS AEMID JEI0D) a0 Wewanosdw| Apgissendy peoy wadie - slaie ol Spe0y B30
0% 000'0028 launcDy auns uoybuEn UCREnnSUDIEy peoY s1eBj0g - SIeWEN 0 SPEOY B30
0% 00000LS IBUNeD RIS SUATiy PECY WooBUEN|-PIDJSUR]Y - SISNEY Of SPEOY (B30
0% 00S'SZS 1S JuawuolALg pue GikeuEsng jo luslupedag ) o JliEd N0y - Spog B3
0% O00'TEFS Eunag A5 sgode  wswdbjenaa yeding Jolep - Uoding ruoifisy sgoneq
0% DO0'005§ pepwin skeq pjeid pugjsddis sy L o - -  8OusD Uoligiyxs YiEd Jaupie
0% 200'L0'LE B2UNG) BUUS j00gEIOT)Y . ~usiep enusoeq ‘uojsuedsd syeied [ulenpu) 2pisiiH
0% 000'00ES [unog ajus Blausig 1pafoid apelBdn Jamogd - JoplUc] [BUENPU| poamiay
0% OFB ZEL S ITUNG T BJIUS SPRNPIOD BAUED Jasn|g podg sprRupos
0% ODE'ZLLE Pi1 fid shodxg gago Ajddng saep, S1qRiog-uoy spodig Jgo
0% 000'00ES lpuncg £y uopeddays Jajealg - ) . spuslanosdw) 2quad) JUegsES
0% 000’0004 _ Fassanun uesq - . Awpoed ydssung 1o goold AlsisaUn Ue2g
0% 000'SZES B A saussin ooewoog . Alddng syeps sjgeiod-uoy AUsEiny oolewsog
200Z/L00Z W1 pasunouuy swelbold sioalond 300
L88'9L1S 000'000' LS eumjaly, wawdopnag |euabioy WSIIEH BgYsNg - pund juswdoansg sumo) lews
59.'6+T% 000'000'GS DA Waludopaag (euaifiey _,U0lEa0|ny WBNosT - pund jUswdoiased sUmMa ) (BWs
0% 000'008% Ruogimy saiepy uoifiey pueisddig eauag . SBAnERU| Buines sepen [eulsnpu) - Jayeps, pueisddis
0% 005 Z0LE [2UNOg BIYS BUEMELLET) R i « P Auuay - spEoy 907 Aleg
0% _ oozZ'egs Taunco BUKS LUoiBUlEAA < uonoesialu) py pleyiey ejes/elew uolgel] - speEOY (B30 AEQ
0%  D00'SEVE o _|jgunog aiys oBjpu) . uopasuuog Aeungy By - 4] |BY SUEUNaly o) Aeunyy
0% _0D0'S99'ES  BINEIISELU) JO JuBLIeda] i S i « UOREIS ABMIIEY SBINCPUSI, MBN JEEIED
0000558 00L'Pras o BLIDJIIA SHIEd ] - . uoibLEpod - SudElRg - sHod (2207
000°L1TS 005'L¥ES __Imunog anys sufoly R —— s sudop - speoy [e2e] Aleq
a0 LiLg 000 LD 1S [ELNCD SIS B Specy UENQET pue anua] - speoy @307 feg
BO/EQILE panoxddy
12 SE pEd § 4054 & 404 Jue|ddy slIEp 1aloig

8002 MNP L1 1 se s39afoud pasunouuy 4014

(panunuod) 2 vV a|qel

sarewnsy 186png 60-8002 @Y1 01 Buneal aoslou uo suonsanb o) sasuodsay 7 xipuaddy



99€

(nBZ'ees FES (Eo) pue soaloud gE 1suiebe aie sjusw/ied ssay)) gOOE Yasew Lg Jaye pesssaold usaq aaey sjusufed puolippy

AfTpnoose pagsnipe e JUSWSRT g [BLY 8y) PUE [alpng Jepun palaaep aem sIoeiad BU0s S8 51800 Sfoefod (BUR PUE SpUNY PEIUNOULIE USBMJE] FUCHELIEN JOWL 808 &isy| ‘10N

0%
0%

0%
0%
0%
0%
onn'ooes
an0'ooss

0%
0g
0%
il

0%
0%
0%
0g
0%
0g
0%
0g
0%
0g
0%
BOMEIVLE
e se pled § 4004

000'009'LS

000°000'28

000'045%
FLIF'GEDS
§68'98LE
000'056%
00819 LS
000°'800'LE

000'006 1S
000'000's8
000'000'5$
000'005%

pO0'0EF'EE
000'008° LS
000’008’ LE
000058
000 LELS
00055
00S'L5ES

00f'Eves

000'00L%
000'61L%
000'901%

panoiddy

£ 4ami

" jounog ApD obipuag Jajeals

l12unag a__u_ uopeddayg Jajesis) .

_lounog auys Bjaueio
uanesodioD Jepep), wolbay spuelybiH [eauas

|IBURGD RIS BUEMEULUES)

[BUNoS Sius suidireis WsyUon
JUSLUUOKALET PUE A)||IELIBISRG 4O jusuliedag
uswuansug pue Apgeuieisng jo uswpedag

BUOIOIA S¥ied

ELOIIA JUsWdoasa] euoiBayy
EUOiDLA, JusWwdo@nag Euoibay
P Moys BRI n2auby UBLORA
Aojouyde | SSSUIENE UDHELLICU]
"JusuonnUg pue AKeuEEng 1o juswypedag
B|[RENY J002MaH

Bushy 45

) [IFUNCT 2T B0
launay alug puepsddis jseg
Punag Sy apwebueies
fpunod ayys obipu)

paunad aiys ofipu)

(lounog Aug ey epesebuesy
[BUna aiuS apwebusis
1Uned aius syuiebLeios

weanddy

B .  paloig pupald sssuy) ofipusg
+ 8BElg - (D74A0) snua] sagsibo] pue el Aa|ep, uINgInog Syl
m._n_uﬂ,_.manw ul pasunouuy swedboid/sisaloud 40/

- BIyS Blalals 8y Ul saje, sWy snouey, of apeiBdn
__+199103d UORESIILIN JSIENN URDOW - JSIEN, SPUEKBIH [B1UsD
. BUEIay BIEI1ST ELISNPU| B/ 18 L

» BpeIEdn poding (|BMElS

» 5@4E pUElsdd|s - spod [B207

« B[y Wad ¥ [RodusEm Wod - Spod B30

spelBdny sui) |20 3iElS IBSeya

Il piewod Buiop - pung JUswdaansg sumo ] [ELg

Ue eS|y IEnoug - pund JUawdasaan Sumo | ews

wresBoLg sxiop [ENDED Jouly - pund [Emausy sA8 pjeid pue spunoiBamols jeiny

fmdsoig aiming sepozn, [eusiBay Buuonsod

BLUOGA, WajEap, - Siuelny epesbdny ABusug wie J-ug

T eudpip, Wajses - sjuels speibdn ABlaug Wieg-un
usldoErepey spunaBmoys UERINWNNK

JUSWEoLBLUS UogesIiN Podiy Bj0oIE el

pEOY SLel|y, - weiboid sjavyieg o] specy [eao

¢ ebelg - peoy ejpbauog - Emaly - weibolg sieniey| o) Specy 8307

| 80Elg - pEOY B)Bauag - emany - wesbolg sieyew o) specy [eao]

| uohEngsuasay pEoY JUNUSaYD-PT - WeIBolg siEiEy o) SPeCy (B30
UoliDas U] pEOY (|Bodie]) pod aEapmy - Weiboug sisyepy 0] SRy B30
(peoy Maaeuy) auyg aywebliueio - weibal siep o) SPECY [B307

alen «.uw._u._..._

2002 Knr L Je se s)oalodd pasunouuy 401y

(panunuod) 2 vV a|qel

991y Med — sarewns3 196png 60-800z 8Y1 Uo 1oday



Appendix 4: Responses to questions on notice relating to the 2008-09 Budget Estimates

A4.1.8 Roads and Ports

Estimate of any additional income that Transurban might receive in tolling as a result
of the M1 project

The Net Present Value (discounted to June 2006) of Transurban's net additional income is currently
estimated at $19 million.

Skills and Workforce Participation

Will funding of the New Workforce Partnerships Program continue at least until any
Federal funding takes its place?

The Victorian Government announced the New Workforce Partnerships (NWP) program in the 2008-
09 Budget and NWP builds on the Workforce Participation Partnerships program. Funding of $5.0
million was provided for 2008-09.

The Victorian Government has also provided funding of $2 million over four years (2008-09 to 2011-
12) for the Indigenous Youth Employment Program. This program will target young Indigenous
people and support them into employment, education and/or training.

The Commonwealth Government is currently undertaking a review of their employment services and
the changes are expected to take effect in July 2009. At this stage full details of any proposed changes
are not yet known.

Any future funding will take account of these changes at the Commonwealth level.

The Department also provided a follow up response to a comment made by the Chair
of the Committee on page 3 of the transcript: “I note that anything you can do to
reduce the red tape for ACFE and neighbourhood houses would be greatly
appreciated”

| am pleased to advise that between 2003 and 2008 the ACFE Board has reduced the reporting and
accountability requirements for ACE provision by 71 %.

Reporting and accountability requirements for ACE providers are specified in the purchasing and
performance agreement with an ACFE Regional Council. In response to the 2004 Ministerial
Statement on ACE, the ACFE Board has refined the requirements of ACE providers by:

e simplifying and reducing the number of submission based processes;

o simplifying and reducing the number of reporting and accountability requirements;

o reducing regulatory requirements by requiring simpler organisational self assessment for
ACFE Board registration; and,

e developing and introducing organisational self-assessment of viability only for those ACE
organisations contracting with the ACFE Board.

There are a number of accountabilities for registered training organisations regarding registration and
compliance with the Australian Quality Training Framework that remain the responsibility of the
Victorian Registration and Qualifications Authority(VRQA), as well as any contractual arrangements
providers choose to enter into with Local Government or State or Commonwealth Departments.

I am sure you will agree with me that this has been an exceptionally good response to concerns raised
by the sector regarding accountability and reporting.
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A4.1.9 Treasury portfolio

Estimated breakdown of infrastructure program of almost $30 billion over the next
four years between projects under direct government procurement and those under
public/private partnerships.

The Non-Financial Public Sector cash flow statement on page 88 of Budget Paper 4 shows that the
Purchase of Non-financial Assets will total $30,469 million over the four years from 2008-09 to 2011-
12. This amount includes approximately $1,071 million mainly related to public/private partnership
agreements for the new Women's Hospital and the new Royal Children's Hospital.

A number of other projects are currently being considered for procurement through Partnerships
Victoria in both the General Government and Public Non-Financial Corporations sectors.

However, these projects are included in the forward estimates under direct government procurement
until binding financial agreements are executed for the public/private partnership.

Note: This question was referred from the Minister for Information and Communication Technology

Timeframes for standardisation of desktop environment.

The standardisation of the desktop environment does not form part of the $20 million in savings
through integrated ICT projects across government, listed on page 282 of BP3, which required savings
of $5 million per year from integrated ICT projects. The savings have been made by DTF and DIIRD
in their operation. The standardisation of the desktop environment is part of whole of government ICT
efficiency initiative that is still in a planning phase and will be considered by Government in due
course.
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A4.2 Quality health and education vision

A4.2.1 Children and Early Childhood Development portfolio

Details of the ‘Best Start’ site at which the supported playgroups have been extended.

The Supported Playgroups Initiative will be extended in 2008-09 to assist disadvantaged families in
13 local government areas across Victoria. These municipalities are Brimbank, Cardinia, Central
Goldfields, Darebin, Greater Dandenong, Melton, Mildura, Moorabool, Mornington Peninsula,
Nillumbik, Wyndham, Bass Coast and South Gippsland.

The local government areas that currently receive Supported Parent Group and Playgroup Initiative
funding are the Cities of Ballarat, Casey, Frankston, Greater Geelong, Hume, Latrobe, Maribyrnong,
Greater Shepparton and Whittlesea, the Rural Cities of Horsham and Swan Hill and the Shires of Baw
Baw, Wellington and Yarra Ranges.

Best Start programs are operating in all these areas.

Details on the median age for women having their first baby, and the current fertility
rate.

Median age

The median age for all women who gave birth in 2006 in Victoria was 31.0 years, the median age for
women giving birth for the first time was 29.0 years (Source: Department of Human Services,
Perinatal Data Collection Unit).

Total fertility rate

The total fertility rate (births per woman) in Victoria in 2006 was 1.75. This has risen gradually from
1.63 in 2000. The total fertility rate for Australia in 2006 was 1.81 (Source: Australian Bureau of
Statistics (ABS), Births Australia 2006). The total fertility rate in Australia has been below
replacement level (2.1) since 1976.

Age-specific fertility rates

The age-specific fertility rates (births per 1,000 women in the age-group) in Victoria have shifted
significantly over the past ten years, showing steady increases among the 30 to 34 and 35 to 39 age-
groups and similarly showing steady decreases among the 20 to 24 and 25 to 29 age-groups. In 2006,
Victoria had the highest age-specific fertility rates in Australia among 30 to 34 year olds and 35 to 39
year olds and had the second highest, after the ACT, among 40 to 44 year olds (Source: ABS, Births
Australia 2006).

Note: It is important to note the difference between fertility rates and births. Stabilisation in the total
fertility rate does not equate to a stabilisation in birth numbers. Birth numbers can continue to rise
even in the event of a decline in the total fertility rate, due to growth in the underlying population
numbers to which the fertility rates apply.
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A4.2.2 Education portfolio

Outline of the specific programs/initiatives which were included in previous budgets
that deliver equity funding directly into schools (i.e. not via the Student Resource
Package)

Equity funding can be provided to schools in two ways — through the Student Resource Package
(SRP) or through a range of other initiatives which deliver equity funding directly into schools.

Over the last three years the Government has delivered an increase in the amount of equity funding
provided to schools through a range of targeted interventions.

The table below outlines a range of initiatives, and corresponding funding, which were included in
previous budgets that have delivered equity funding directly into schools.

Table A4.8
Budget Year Initiative Funding

2006-07 Literacy Improvement Teams —teams which provide a range of $11.65 million
resources to improve student literacy (years 3-8).
English as a Second Language for Refugee Students - assists young $1.25 million
refugees arriving by providing a higher level of language assistance.

2007-08 Primary Welfare Officers — continues employment of 256 Primary $79.9 million
School Welfare Officers in 450 primary schools in need.

2008-09 Literacy Improvement Teams — maintains employment of the existing $22.1 million

45 literacy specialists, as well as employing an additional 15
specialists with a Koorie specific focus.

School Reform Resourcing to Support the Forthcoming Blueprint — $71.4 million
new School Improvement Leaders, school network strategic plans
and increased resources to enable targeted interventions in schools.

Expanded Student Support Funding to Meet the Learning and $33.2 million
Development Needs of at Risk Students — enhances the delivery of
the Student Support Services which provides psychology, social work
and speech pathology services for students in their school setting.

Details on the number of relocatable classrooms currently out on site at schools
The number of teaching spaces in relocatable buildings is approximately 6,900.

Details on the proportion of the total cost that will be paid by schools and education
providers in implementing the Victorian Student Register project into their operations

It is currently anticipated that the $5.1 million allocated in the 2006-07 State Budget will cover the
costs of implementation. It is not envisaged that specific implementation funding will be required
from education providers since the implementation is being funded and managed centrally.

Outline of the current situation on the proposed replacement of Tawonga Primary
School portables with permanent buildings.

Discussions are continuing between Tawonga Primary School and neighbouring schools on the

optimum educational provisions within the area and their subsequent involvement in the Building
Futures Program.
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A4.2.3 Health portfolio

Details regarding how St John Ambulance (Australia) Victoria integrates with the three
government supported ambulance services.

St John Ambulance Australia (Vic) Incorporated has no formal role under the Ambulance Services
Act 1986.

St John Ambulance Australia (Vic) Incorporated is a volunteer based organisation with a charter that
articulates its role to:

e provide first aid at public and sporting events;

e provide first aid in civil emergencies under Victoria’s Emergency Management Act (State
Health Emergency Response Plan), supporting the ambulance function;

e provide workplace and public first aid training courses (including languages other than
English and for the sight and hearing impaired) and sells first aid kits and manuals.

Since the 1980’s an annual grant has been made to St John Ambulance Australia (Vic) Incorporated to
meet a proportion of operating costs incurred in support of its volunteers, particularly in relation to the
Emergency Management Act. The grant is adjusted for cost of living each year and is not subject to
any terms of funds usage. In 2005-06, DHS made available a one off grant of $507,000 for St John to
purchase 21 decommissioned ambulance stretcher vehicles to assist with the upgrade of St John’s
vehicle fleet.

Public dental service — initiatives designed to getting to people sooner to support
better health including oral health.

In July 2007, the Victorian Government launched Improving Victoria’s Oral Health, which details a
four-year plan for oral health. The document expresses the Victorian Government’s vision that ‘All
Victorian’s will enjoy good oral health and will have access to high-quality health care delivered in an
affordable and timely fashion when they require it’. Accordingly, it is underpinned by an intention to
get to people sooner to support better oral health.

The document outlines six strategic developments or major projects to reorganise the management and
delivery of public oral health care:

e Oral health service planning framework

e Integrated service model for adults and children

e Workforce strategy

e Oral health promotion

e Responding to high-needs groups

e Oral health funding, accountability and evaluation.
A key focus of the Improving Victoria’s Oral Health plan is development of innovative systems
changes that promote access and service sustainability into the future. For example, it is anticipated
that the plan will include a project to improve the integration of care provided to clients with chronic
and complex conditions who are on the dental waiting lists. This would be achieved by utilising the

Wagner Chronic Care Model, which is the foundation of other chronic disease initiatives undertaken
by the Victorian Government, to guide systems change.
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In addition to the approximately $138 million invested by the Victorian Government in public dental
health annually, the Commonwealth Dental Health Program will provide an annual allocation of
$25 million to the sector from 2008-09 to 2010-2011. The Victorian Government has been tasked by
the Commonwealth government with developing an agreed plan for the implementation of the
program. It is anticipated that this implementation plan will include a mix of interventions to improve
eligible people’s access to public dental services.

It is also expected that the implementation plan will build on initiatives already being undertaken in
the Victorian public dental health sector. For example, it will support existing Victorian Government
projects under the Dental Waiting Times Grants Program 2008-09 and oral health promotion
programs such as the Smiles4Miles oral health promotion program for preschool children.

Breakdown of the additional 258 paramedics into operational categories

Table A4.9 Breakdown of the additional 258 paramedics
into operational categories

New 24 hour paramedic teams 8 new 24hr paramedic teams at: 88 FTE
e Box Hill

e Broadmeadows
e Croydon

e Laverton

e  Fawkner

e Hillside

e  Frankston

e Dandenong

New 12 hr Peak Period Units 13 new 12hr Peak Period Units at: 72 FTE
e Berwick
e Ivanhoe
e Patterson Lakes
e Prahran
e Pakenham
e Coburg
e Hallam

e Bacchus Marsh

e  South Morang

e Yarraville

e  Abbotsford

e Yarra Junction
Frankston

Upgrading metro service delivery Additional paramedics to upgrade PPUs to 24hr 11 FTE
operation at:

e Beaconsfield
e  Greensborough

Upgrading rural service delivery New paramedic crews for: 23 FTE
e Gisborne
e Kilmore
e Kyneton
e Woodend
e Colac

e Alexandra
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Upgrade volunteer branches e  Paramedics will be introduced to work with 10 FTE
Ambulance Community Officers at four locations:

e Anglesea

e Timboon

e Apollo Bay

e Mirboo North

2 additional paramedics to enable two day crews to
operate from Alexandra branch

New MICA Rapid Response Units 4 new MICA Rapid Response Units (single MICA 20 FTE
paramedic in a sedan backed up by a stretcher
paramedic crew) located at:

e Geelong
e Bendigo
e Ballarat
e Latrobe

Station Officers Supervision Time Employment of 20 additional paramedics to release 20 FTE
rural station officers part time from the operational
roster.

Retrieval helicopter service Expansion of the retrieval helicopter service to provide 7FTE
24 hour adult, neonatal and paediatric retrieval

Helicopter for SW Victoria New emergency air ambulance helicopter to service 7FTE
south-west Victoria based in Warrnambool

Extent of independent midwives operating without professional indemnity insurance
and measures taken to address this issue

There is some demand for homebirth services in Victoria. Currently, there are approximately 20
privately practicing midwives in Victoria. Throughout Australia, midwives in private practice have
been unsuccessful in securing affordable professional indemnity through private sector insurers. The
Maternity Services Advisory Committee provides multi-disciplinary advice to the Department of
Human Services on maternity services and is examining a range of issues for women wishing to birth
at home. This review is currently being finalised will report its findings for consideration.

The annual replacement rate of ambulances

The annual replacement of ambulances varies from year to year, however on average approximately
87 emergency stretcher ambulance vehicles are replaced annually (22% of the total emergency
stretcher fleet).

The vehicle replacement funding forecast is based on unit and equipment cost less revenue from resale
of old vehicle. Within the ambulance services output group budget for 2008-09 there is $10.3 million
available for vehicle replacement. The 2008-09 Budget provides supplementation funds of $600,000
to provide for the purchase of four additional vehicles to meet annual needs in the 2008-09 vehicle
replacement program.

The 44 additional vehicles announced in the 2008-09 Budget are new vehicles associated with new
and upgraded services, and are in addition to the annual vehicle replacement program.
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The number of ambulances set up as heavyweight vehicles to carry obese people

Ambulance Services have been experiencing growth in the number of acutely ill (including obese)
patients requiring transport with cardiac and respiratory support. There is also increased associated
workplace risk of musculoskeletal injury in the task of moving these patients from a potentially
uncontrolled environment such as home to hospital.

The Government allocated $3 million in 2005-06 to ambulance services for the purchase of a range of
manual handling equipment as stock equipment in standard ambulance vehicles as well as five
specialised vehicles for complex and heavy patients.

These five specialised Complex Patient Ambulance Vehicles (CPAV) are wider, taller and longer than
standard ambulances and are fitted with a hydraulic stretcher that can lift patients up to 318kg in its
full height position; a hoverjack and hovermatt airbeds to manoeuvre a patient from bed or floor to
stretcher; and an oversize wheelchair and stair chair.

One CPAV has been in operation over a period of a year in the metropolitan area and has provided
valuable information that will be used to configure the vehicle cabins in the other 4 vehicles, which
will be deployed by September 2008.

The five CPAVs will be distributed across metropolitan and rural Victoria to ensure availability to
respond to need.

Specifics of obstetric care

In addressing rural obstetrics, $9.6 million ($4 million from 2003 to 2007 and $5.6 million 2007-
2011) has been allocated under the Rural Maternity Initiative (RMI) to support maternity care in rural
areas. To date 40 rural health services have been supported through this initiative. The funding is
targeted to ensure sustainability of maternity services in rural areas through projects and initiatives
that support health services to develop programs and alternative models of care.

The RMI supports hospitals to change the way maternity care is provided by implementing models of
care that utilise responses commensurate with need and complexity, ensure provision and maintenance
of appropriate skills, and support collaboration between midwives and general practitioners within a
safe quality framework.

Approximately 15,549 women gave birth in rural Victoria in 2006-07, of those 72% occurred in the
regional or sub regional hospitals compared to 68% in the previous year; 5.7% of births occurred in
hospitals with less than 100 births per year. Currently 44 hospital campuses in rural Victoria provide
birthing services (Alpine health 3 x campuses; South West Healthcare 2 x campuses). Six other
hospital campuses provide locally based antenatal and postnatal care where a birthing service is not
sustainable on-site. For these campuses births occur at a neighbouring service — in partnership with
birth hospital. These partnerships are ensuring that the current spread of maternity services is
continuing to meet the needs of the majority of women in rural areas.

The midwifery workforce is diminishing across the state and nationally. In rural areas this is
particularly so compounded by an ageing workforce and difficulty in attracting and retaining
midwives to rural areas. Ageing rural populations and resultant decline in birth numbers in some
smaller communities also challenge the maintenance of clinical skills of both general practitioners and
midwives — a key factor in the viability of maternity services.

Redesign of maternity care services and implementation of new midwifery models of care is

supporting recruitment growth and up skilling of midwives in rural areas with resultant maintenance
of safe quality service provision.

374



Appendix 4: Responses to questions on notice relating to the 2008-09 Budget Estimates

The Rural Birthing Services Capability Based Framework enables rural health services to identify
their capability to provide a range of maternity services, including Level One which relates to the
provision of antenatal and postnatal care only — ensuring women are able to access some services in
their local community.

DHS workforce education initiatives have been developed and implemented to increase workforce
capacity and capability within rural areas. In 2008, funding has been provided for seven advanced
rural specialist training posts; six GP Procedural Obstetrics posts; and another three GP extended
skills posts.

A4.2.4  Senior Victorians portfolio
Categories assigned to the Bendigo Residential Aged Care Facility (Stella Anderson
Replacement) and the Hepburn Health Service (Trentham Campus Redevelopment)

Both facilities are category 3 in the 2001 public sector residential aged care fabric survey. In
considering capital redevelopment projects the fabric survey is one item taken into consideration along
with other issues such as: service planning; building needs of integrated health services; infrastructure
reports (if available) and other information obtained through the normal course of business.

A4.25 Treasury portfolio

Extent to which teachers' enterprise bargaining agreement will add to estimated
increased expenditure in budget over the period 2007-08 to 2010-1 1.

The Government settled the Teacher's EBA on 5 May 2008. Consistent with Government Wages
Policy, the Agreement provides for 3.25 per cent a year wage increases, with increases above this
being off-set by productivity and service delivery improvements.

In the budget papers, total employee expenses in the forward estimates are adjusted to reflect a
number of considerations, including historical year-on-year growth rates. Aggregate employee
expenses are consistent with the Teacher's EBA outcome.

A4.2.6 Women’s Affairs portfolio

Results of the evaluation of the Women'’s Safety Strategy.

In 2002 the Victorian Government developed its Women's Safety Strategy 2002-07 to guide
coordinated action across government to reduce the level and fear of violence against women.

An evaluation of the Women's Safety Strategy 2002-07 was undertaken by an independent consultant
and interviews for the evaluation were completed in December 2007. The evaluation is measuring:
o the extent to which the Women's Safety Strategy has met its stated outcomes;
o the effectiveness of the processes established to implement the Strategy; and
o will provide recommendations to inform future government planning in the key area of
women's safety.

The evaluation report is expected to be finalised later in 2008 and will be published on the Office of
Women's Policy website.
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A4.3 Healthy environment vision

A4.3.1 Agriculture portfolio

Budget allocation moving forward for the enforcement of weed control on public land;
expected number of prosecutions to be initiated, number of compliance officers and
budget expenditure in terms of compliance

DPI uses a range of techniques to achieve weed and pest compliance including education, partnership
development and capacity building approaches, voluntary compliance and regulatory compliance
utilising the Catchment and Land Protection Act. Each plays an important role in reducing the
introduction and impacts of new pests as well as the containment of established pests.

The annual recurrent investment in weed and pest management programs for private land is $10.2
million and is invested in activities on private land. 90 DPI staff are authorised under the CaLP Act to
undertake pest plant and animal compliance activities.

Pest management on public land is undertaken by Public Land Managers in partnership and
collaboration with DPI.

Compliance is achieved on public land through:

The Good Neighbour program provides resources to public land managers to protect private land
managers that are on the interface of public/private land. Project selection is based on priorities of
Regional Weed Action Plans (RWAP) in line with community-led projects and compliance areas.

The new Weeds and Pests Initiative of $30.1 million introduced in the current financial year is
implementing a range of additional pest management projects on public land with funding of $13
million over four years. The remaining $17 million supports pest management on private land. This
initiative runs from 2007-08 to 2010-2011.

The Natural Values Management (NVM) Initiative introduced in the 2005-06 financial year has
committed $19.4 million over four years to improve the management of pest plants and pest animals
on public land managed by Parks Victoria. $5.41 million of this initiative will be ongoing funding,
providing a long term commitment from this Government to improved pest management on public
land.

Part of the $30.1 million in the 2007-08 State budget was allocated for weed and pest management
that is enabling enhanced on-ground extension and compliance activities to support the community-
led management of priority weed and pests species on private land, such as Gorse, Serrated Tussock
and a 1 million acre rabbit program in the Mallee. In these circumstances regulatory compliance is
achieved through Directions and Penalty Infringement Notices (PIN) which are aligned with recent
amendments to the Catchment and Land Protection Act and significantly decease the time taken to
achieve compliance.

In the 2008-09 State Budget $20 million from the Future Farms Strategy is committed to pest
management, the major allocation being for activities on Private Land. $600,000 over four years will
fund the expansion of the Good Neighbour Program on Public Land.

In all of DPIs pest management interventions, there is greater than 90% compliance achieved through
voluntary means, with less than 5% involving court action (35 — 60 cases over past 4 years). It is
difficult to predict upcoming prosecutions, however it would be expected to be along similar ratios to
previous years. In 2007-08 115 PINs were issued with 8 progressing to court.
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Although the work on private land will focus on achieving voluntary compliance outcomes through a
range of methods, an additional 11 new enforcement related positions will be created. These will
enhance DPIs capacity to manage regional biosecurity issues, specifically Regionally Prohibited
Weeds, as well as supporting community-led action for other priority invasive plants and animals.

DPI will continue to work with public land managers for integrated pest management outcomes across
land tenures.

A4.3.2 Community Services portfolio
This question was referred from the Treasury portfolio

Status of government action on energy, water and travel concessions for country
Victorians

(response refers to energy and water sections only, Department of Public Transport responding to
travel concessions section).

The Victorian Government is committed to supporting rural and regional low-income households, and
especially those impacted by this prolonged period of drought.

The Victorian Government provides a range of concessions to holders of Centrelink concession cards
to make essential services more affordable.

In response to price increases, the Government announced a number of measures in the 2008-09
Budget to make energy and water charges more affordable for low-income earners. These measures
include:

e From 1 July 2008, the Government will increase the water and sewerage concession cap by
CPI plus 14.8 per cent.

e The increase to the water and sewerage concession cap of CPI plus 14.8 per cent in 2008-09
will mean that the cap on the concession keeps pace or exceeds the percentage price increases
for all metro and rural water authorities, except for Gippsland Water where the approved price
increase in 2008-09 is 14.9 per cent plus CPI. However, Gippsland Water currently has one of
the lowest water and sewerage prices in the State.

e At this stage an the increase in the cap has been confirmed for 2008-09 only and the
Government will consider any further increases following a final decision from the Essential
Services Commission (ESC) on future water prices.

e From 1 July 2008, the Government will provide an additional 1855 grants over four years
(%$9.2 million) through the Home Wise grant program to assist eligible households in hardship
to replace faulty appliances, fix gas and water pipes, and for large households, to install
ceiling insulation.

e From 1 November 2008, the Medical Cooling Concession will replace the Summer Multiple
Sclerosis Concession providing a 17.5 per cent concession on electricity bills over a six month
period, rather than the previous three month period.

e From 1 January 2009, the Government will provide $0.7 million over four years for Water
Wise to assist 1000 eligible households in hardship to achieve a significant reduction in water
consumption through a free water audit and retrofit.

o Eligible customers will also continue to benefit from the Winter Energy Concession, which is
uncapped at 17.5 per cent off energy consumption between May and October each year.
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In addition to these initiatives the State Government also offers a number of assistance programs to
support rural Victorians impacted by drought conditions.

Additional Programs for Rural Victorians

Carted Water and Non-Mains Water Rebate

The Non-Mains Water Concession, also known as the Carted Water Rebate, is designed to assist low-
income Victorian households with the cost of purchasing non-mains domestic water. Depending on
how much is spent on non-mains water over a financial year, eligible households can receive up to
$279 (2008-09 rebate maximum) to assist with these water costs.

Non-Mains Winter Energy Concession

The Non-Mains Winter Energy Concession provides an annual rebate for eligible concession
cardholders who use bottled Liquid Petroleum Gas (LPG) for domestic heating or cooking, and/or
who are individually metered for electricity but who pay a caravan park or accommodation proprietor.
Concession cardholders who use an alternative fuel such as diesel, petrol or heating oil as their main
domestic energy source are also eligible for the rebate. The amount of the rebate depends on the
annual amount of non-mains energy purchased. In 2007 for purchases between $82 and $122.99 the
rebate is $19.50, for purchases between $123 and $608.99 the rebate is $97.50 and for purchases over
$609 the rebate is $145. The 2008 rebate has not been set yet but it will be determined over June/July
based on LPG prices this winter.

Municipal Rates Subsidy

Farmers currently assessed to be in Exceptional Circumstances (EC) and who are receiving
Emergency Payments (EPs) or EC Relief Payments (ECRPs) from Centrelink are eligible for a 50 per
cent subsidy on municipal rates and charges.

Hardship Grants — Financial Relief For Low-Income Households

Utility Relief Grant Scheme (including the Non-Mains Energy and Water Rebate
Programs)

The Utility Relief Grant Scheme assists low-income people in financial difficulty remain connected to
their domestic supply of electricity, gas and water.

It also assists people dependent on non-mains electricity, LPG, alternative fuels (such as diesel), and
those needing to buy water to fill domestic water tanks.

The purpose of the Utility Relief Grant Scheme is to provide assistance to low-income households
experiencing a short-term (within the last 12 months) financial crisis who are unable to pay for a
utility account or an outstanding LP gas account and are at risk of disconnection, restriction of supply,
or non-supply of gas bottles.
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A4.3.3 Environment and Climate Change

Estimated greenhouse gas emissions from pumping of water as part of the Food Bowl
Modernisation project

The question asked by the Committee referred to the proposed north-south pipeline (the Sugarloaf
pipeline), which is associated with the overall Foodbow!l Modernisation project. Therefore, the below
response is based on this pipeline, which will link Melbourne to the Goulburn River.

From 2010, the Sugarloaf Pipeline will transfer savings obtained through the Foodbowl Modernisation
project to Melbourne. As stated within Melbourne Water’s February 2008 Greenhouse Gas
Assessment of the Sugarloaf Pipeline Project, Melbourne Water is committed to making the
operations of the Sugarloaf Pipeline carbon neutral, in line with Melbourne Water’s broader
commitment to 100 percent use, or export of 100% of renewable energy by 2018.

Therefore, the net impact on greenhouse gas emissions for the operations of the Sugarloaf Pipeline
will be zero. This will likely be achieved through the purchase of renewable energy or carbon offsets.

Result of the evaluation of the Black Balloons Campaign

The Department has carried out regular evaluations of the *You have the Power. Save Energy (Black
Balloons)’ campaign. A summary of the research commissioned by the Department and carried out in
September 2007 was previously provided to PAEC as part of the 2006-07 Financial and Performance
Outcomes Questionnaire.

The latest research on the effectiveness of the Black Balloons campaign was carried out following the
2008 Energy Savings summer campaign and conducted for the Department by NWC Research in early
2008.

The 2008 research again shows that the Black Balloons campaign has helped to deliver strong
community awareness of the need to save energy. Almost 60 percent of respondents said they are
more mindful of using less energy and over 70 percent said they believe the campaign is effective or
very effective.

Status of action on access to national parks by emergency services volunteers
In 2006, the Government committed to providing free access to Victorian National Parks for
emergency service volunteers, in recognition of the vital role these volunteers play in protecting their

local communities.

On 22 May 2008, the Minister for Police and Emergency Services and | launched the roll out of the
Parks Pass for CFA and VICSES volunteers, which provides free all day access to all National Parks

These Parks Passes and accompanying information sheets have now been sent to all CFA and
VICSES volunteers.
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A4.3.4 Parliamentary Departments portfolio

Status of Melbourne’s water supply requirements.

At the start of the 2007-08 financial year the Presiding Officers assigned an operational budget to each
Joint Investigatory Committees on the basis of inquiries that each committee was known to have at the
time. At that time, the only inquiry before the ENRC was the Inquiry into the impact of public land
management practices on bushfires in Victoria. It was not until 17 September 2007 that the Legislative
Council referred the inquiry into Melbourne's future water supply.

The ENRC made representations to the President seeking additional funds in order to progress the
Water inquiry, but no such funds were available given the number of inquiries being undertaken by
other committees and the funding received by those committees. In March 2008, the Presiding
Officers determined that the financial year had progressed sufficiently for all committees to determine
if they were likely to have a significant enough underspend in order to return funds for re-allocation to
other committees. Two committees, the Economic Development and Infrastructure Committee and the
Rural and Regional Committee returned funds, which were reallocated to the Education and Training
Committee and the ENRC (20 March 2008).

The ENRC has used its additional funds to employ a fixed term research officer to progress the Water
inquiry.

A4.3.5 Premier’s portfolio

Expenditure on drought assistance compared to announcements

The PAEC Report on the 2006-07 Financial and Performance Outcomes identified that $238 million
of Victorian Government drought initiatives were announced in 2006-07.

Of this $238 million total:

e $140 million was allocated to drought relief programs for 2006-07 ($115.3 million -outputs;
$24.8 million -assets); and

o afurther $98 million was committed to continue or complete implementation of some of these
programs across the following three years ($19.7 million outputs; $77.9 million -assets).

As mentioned during the PAEC Budget Estimates public hearing on the 12 May 2008, in 2006-07, the
Victorian Government provided total funding to the farming sector between $150 and $200 million.
This includes the $140 million for drought relief programs, and a number of other initiatives that
provide support to farmers and their communities. These include:

Regional Industry Investment Program (DIIRD) -$10 million (this program aimed to secure,
strengthen and diversify the regional industry base in EC declared areas of Victoria);

Regional Community Infrastructure Grants (DIIRD) -$3.3 million (funding for minor works and
infrastructure for 47 regional councils that were EC declared);

Our Rural Landscape (DPI)-$12.5 million (final year of the original 4 year program announced in
2003 -provided funding to research and deliver the information and technology base that the rural
sector and regional communities will use to refocus and rebuild the industries, particularly agriculture,
to underpin future regional economies);
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FarmBis 111 (DPI) -$1.5 million (joint Commonwealth-State initiative enhancing the ability of primary
producers and land managers to manage change and increase self reliance, productivity and
sustainability through subsidising the costs of training).

A4.3.6 Roads and Ports

Details of the legal costs borne by the state in relation to the Channel Deepening
project

The proceedings in this matter are not yet concluded.

There is a cost sharing arrangement with the Port of Melbourne Corporation whereby approximately
one third of the fees incurred by the State will be reimbursed by the Port of Melbourne Corporation
because the State's legal advisors and Counsel also represented the Port of Melbourne Corporation on
the basis that the interests of these parties were aligned. The Port of Melbourne Corporation also
separately engaged its own legal advisors and the Port of Melbourne Corporation will pay those fees.

A4.3.7 Treasury portfolio

Provision of data on impact to date of congestion levy on city parking spaces and
status of planned review of levy.

The Congestion Levy operates such that public car parks are able to accept a statutory ratio of 25% of
their car park as available for short-stay parking. The majority of public car parks elect to use this
statutory ratio. The widespread use of the statutory ratio prevents identification of any cases where the
ratio of short-stay parking has increased but remained under 25% of all spaces.

The Government has committed to conducting a broad review of the Congestion Levy after it has been
in place for three years. The terms of reference will be finalised and made public by early 2009 when
the review is due to be conducted.

A4.3.8 Water

Provision for advertising included under the 2008-09 output cost of Sustainable Water
Management and Supply output

The 2008-09 published budget for the Sustainable Water Management and Supply output cost is $277
million. This output cost is in line with the 2007-08 published budget of $228.3 million, once the
additional funding provided in 2008-09 for procurement activities associated with the Wonthaggi
desalination project is taken into account.

Advertising costs included in the 2008-09 budget for Sustainable Water Management and Supply
output are also consistent with the 2007-08 budget, and are expected to be around $0.5 million for the
year.

This amount does not include any one-off advertising campaigns that the Government may implement

during the 2008-09 year, such as the recent water savings campaign and associated water savings Kits,
which | highlighted during the hearing.
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A4.4 Caring communities vision

A4.4.1 Arts portfolio

Provide a list of recorded attendances at the Australian Centre for the Moving Image
(ACMI), details of projected financial results moving forward for ACMI over the
forward estimates period, and information on how the government will support ACMI
if there are losses.

ACMI developed a new attendance methodology for 2005-06. The new methodology recorded
attendance at ACMI at Federation Square on the basis “active participation”. For example, the new
methodology more rigorously excluded people who used ACMI as a thoroughfare to gain access to
SBS or the Federation Square Plaza.

Table A4.10
Visitors to ACMI at Federation Square Attendance at ACMI at Federation Square
2002-03 800,000 #
2003-04 1,003,006
2004-05 845,348
2005-06 509,558
2006-07 506,635
2007-08 510,000 *
# the 2002-03 figures relates to 8 months of operations
* the 2007-08 figure is a target

As a statutory authority the ACMI Board is responsible for the sound financial management of ACMI.
Over the Forward Estimates period ACMI is working to a balances operating budget.

A4.4.2 Attorney-General portfolio

Timeframes for individual courts used as the basis of the timelines performance
measure under the Court Matters and Dispute Resolution output.

In BP3 the target for each court under the heading “Criminal and Non-criminal matters disposed
within agreed timeframes” is 80 per cent. The figure of 80 per cent is arrived at by averaging the
individual performance targets for the Supreme Court, County Court, Magistrates’ Court, and the
Children’s Court as well as the State Coroner’s Office, the Victorian Civil and Administrative
Tribunal and the Dispute Settlement Centre of Victoria. The timelines targets in BP3 are based on
national definitions in relation to 12 months for higher courts and 6 months for lower courts. The table
below provides details of the expected outcomes for 2007/08 and performance targets for 2008/09 for
each of the jurisdictions.
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Table A4.11
2007-08 targets and results combination
Matters disposed within agreed timeframes 2007-08 2008-09
Expected | Target
QOutcomes

Supreme Court | Civil cases disposed of within 24 months | 75 75
of commencement
Criminal cases disposed of within 12 75 75
months of commencement

County Court | Civil cases disposed of within 12 months | 50 45
of commencement
Criminal cases disposed of within 12 80 80
months of commencement

Magistrates Proportion of matters finalised within 12 | 68 60

Court months - VOCAT
Proportion of matters finalised within 6 97 o7
months - CFV
Proportion of matters finalised within 6 79 75
months — Civil
Proportion of matters finalised within 6 88 85
months — Criminal

Children’s Criminal Division matters finalised within | 85 85

Court 6 months
Protection applications finalised within6 | 80 80
months

Coroner’s Matters finalised within target elapsed 75 75

Court time benchmarks

VCAT Matters finalised within target elapsed 90 90
time benchmarks

DSCV Matters finalised within target elapsed 82 82
time benchmarks
Target for BP3 Papers 79 80

A4.4.3 Children and Early Childhood Development portfolio

D_etai_ls on how many c_omplaints have been lodged with the state and federal anti-
d|scr|m|nat|on bodies in relation to students with disabilities, and details of how many
confidential settlements have been made

T_he Departr_nent of Education and Early Childhood Development was established on 8 August 2007.
Since that time the Department has received nine complaints of disability discrimination under the

Equal _Opportunity Act 1995 lodged with the Victorian Equal Opportunity and Human Rights
Commission relating to students.

Since 8 August 2007, the Department has received nine complaints of discrimination under the

Disability Discrimination Act 1992 lodged with the Human Rights and Equal Opportunity
Commission relating to students.
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Disclosure of any information relating to the confidential settlement of matters involving the
Department of Education and Early Childhood Development under disability discrimination
legislation would compromise confidentiality and would be a breach of those settlements.

Explanation as to whether vacancies have been filled to ensure that we are able to
fully implement the program in relation to prep aged students being assessed by
school nurses.

In the calendar year 2006 and reported as the 2006-07 performance, the population of prep students
assessed by the Primary School Nursing Program was below target due to some unexpected staff
vacancies.

This situation was addressed in 2007 with positions filled and an additional allocation of $250,000
provided to the Southern Metropolitan Region to recruit additional staff to provide capacity to see the
increasing number of children in the south eastern growth area.

These initiatives have been effective with 89.6% of prep students assessed in the 2007 calendar year,
very close to the target of 90%.

A4.4.4 Community Services portfolio

The Child FIRST program - cost per site
Please note, as the ChildFIRST sites were progressively rolled out during 2006-07 and 2007-08, and
recurrent funding was provided on a pro-rata basis for the year of establishment, cost comparisons

would be difficult. Therefore, the recurrent funding for 2008-09 has been provided as this will be first
full year of recurrent funding for the 16 ChildFIRST sites rolled out so far.
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Table A4.12
Recurrent Funding
. . . (at 2008-09 levels
Child FIRST Sites (LGAs covered by the catchment) Region and indexed)
%)

South East SMR 444,714
(Casey, Cardinia, Greater Dandenong)

North East Metro NMR 275,299
(Nillumbik, Banyule, Yarra, Darebin, Whittlesea)

Outer East EMR 317,653
(Yarra Ranges, Knox, Maroondah)

Barwon BSW 190,592
(Geelong, Queenscliff, Surf Coast)

Colac- Otway, Corangamite BSW 127,061
(Colac- Otway, Corangamite)

South West BSW 148,238
(Warrnambool, Moyne, Glenelg, Southern Grampians)

Greater Shepparton, Strathbogie, Moira HUME 190,592
(Greater Shepparton, Strathbogie, Moira)

Wimmera GRA 148,238
(Northern Grampians, Horsham, West Wimmera, Yarriambiack & Hindmarsh)

Greater Grampians GRA 232,945
(Ararat, Pyrenees, Ballarat, Hepburn, Moorabool & Golden Plains

Frankston and Mornington Peninsula SMR 421,890
Brimbank and Melton N&WR 282,975
Hume and Moreland N&WR 282,975
La Trobe & Baw Baw GIPP 224,664
Wellington GIPP 156,064
Wodonga, Indigo & Towong HUME 257,250
Loddon, Greater Bendigo, Campaspe, Macedon Ranges, Mount Alexander & LMR 380,730
Central Goldfields
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A4.45 Corrections Portfolio

Total number of breaches of home detention orders

Since the introduction of home detention orders in 2004, 73 breaches (involving 56 offenders - some
with multiple breaches) have been reported to the Adult Parole Board (APB). Of these, the APB has
revoked 17 orders, and 56 formal warnings have been issued.

Extent of funding set aside for drug programs in prisons

For the 2008-09 financial year, $6.033 million has been allocated for drugs programs in prisons. This
includes funding for treatment programs, opioid substitution programs, and urinalysis.

A4.4.6 Gaming Portfolio

Work being conducted on the ‘sign-in’ rule for pubs and clubs

Under the Liquor Control Reform Act 1987, all non-members of a club who wish to play gaming
machines must sign-in to the club as 'an authorised gaming visitor'. An authorised gaming visitor is
defined as a person who resides more than five kilometres from a licensed club in a metropolitan area,
and a person who resides more than 10 kilometres from a licensed club in a regional area.

The Department of Justice is reviewing the application and relevance of this sign in rule in the context
of reducing the red tape burden on clubs.

Amount allocated for the ‘Problem Gambling’ advertising out of the total $37.5 million
budgeted for the Healthy Communities campaign

The Department has allocated an indicative amount of $21.1 million associated with advertising out of
the total of $37.5 million under Taking action on problem gambling (Action Area 3: Promoting
Healthy Communities) for 2006-07 to 2010-11. This funding includes the development, research and
media for statewide awareness campaigns, such as television, print, radio, and in-venue materials. The
aim of this advertising is to raise awareness of the risks associated with gambling, particularly before
they become a problem, and to influence help-seeking behaviour.

A4.4.7 Housing portfolio

Summary of Housing Assistance

Please find attached a copy of the 2006-07 Summary of Housing Assistance edition of this document,
noting that the 2007-08 Summary of Housing Assistance will be published towards the end of the
calendar year.

** Note: The Minister has provided a hardcopy of the 2006-07 Summary of Housing Assistance
document — this can also be downloaded from the following website:
www.dhs.vic.gov.au/housing
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A4.4.8 Industrial Relations
When have the workplace rights advocates information sessions been held this
financial year?

The Office of the Workplace Rights Advocate was involved in a number of information sessions
during the period 1 July 2007 — 20 June 2008. The following dates represent the number of sessions
undertaken:

e July 2007 - 10, 17 (five seminars) and 18

e August 2007 — 1 (two seminars), 2, 3 (two seminars), 4, 7, 8, 15 and 22

e September 2007 -5, 11, 12, 24 and 28

e October 2007 - 3, 9, 12 (two seminars) and 16

e November 2007 — 9 and 14

e December 2007 3 (two seminars), 4

e February 2008 - 29

e March 2008 -1

e April 2008 — 14, 17 and 24 (two seminars)

e May 2008 — 6 (two seminars), 7, 9, 14, 16 (three seminars),
17, 21, 27 (two seminars), 29 and 31

e June 2008 - 11, 16, 18 and 19

A4.49 Mental Health Portfolio
The alcohol action plan — number of drug and alcohol treatment beds to be contained
in the pilot for the community rehabilitation program

A new medium intensity community rehabilitation model will provide an additional 15 places for
people with alcohol problems exiting community-based withdrawal services or hospitals. The model
differs from existing rehabilitation services in that it provides a non-residential program which
includes intensive group work over a 4-6 week period to sustain behaviour change and will provide
out-of-hours support to prevent relapse.

A4.4.10 Police and Emergency Services Portfolio

Maintenance and costs of current firearms
The estimated total cost of firearms maintenance is $363,700 per annum. This cost includes:

e The salaries of the armourers

e Administrative costs

e Training and accreditation costs for the armourers
e Cost of consumables and parts

o Transportation costs associated with collection and return of serviced weapons
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Number and cost of stress-related work claims with a duration of under 10 days in
Victoria Police

To provide some clarification for the nature of the question, the Victorian Work Cover Authority
(VWA) pays compensation for all claims exceeding the threshold of $546 in medical and related costs
or time lost of more than 10 days. All costs below the threshold are the liability of Victoria Police.

The severity of, and need to investigate Stress injuries mean that the vast majority of Stress Claims
reach the financial threshold before the employee has been away from the workplace for more than 10
days. Therefore, Victoria Police liability for Stress Claims under 10 days is a small percentage of the
entire amount paid under the 10 day threshold.

The following outlines the cost paid by Victoria Police for stress claims of a duration less than 10 days
in 2006-07:

01/07/06 to 30/06/07  $950 (estimated) 21 Stress Claims

A4.4.11 Small Business
Details on regulations that have been already been removed and those which will be
removed by July 2009 under the Small Business Portfolio.

As the Minister Small Business I have responsibility for the following Acts:

e ANZAC Day Act 1958

e Public Holidays Act 1993

e Retail Leases Act 2003

e Shop Trading Reform Act 1996

e Small Business Commissioner Act 2003
e Summer Time Act 1972

Within these Acts the Shop Trading and Reform (Polls) Regulation in the Shop Trading Reform Act
1996, was sunseted on 25 November 2007.

The Victorian Government has been active in reducing the regulatory burden on business in many
non-legislative ways, including the World Class Service initiative, the establishment of the Business
Consultation Database and the Small Business Regulatory Impact Assessment Manual.

The Victorian Government has also taken the lead nationally on a number of initiatives to reduce the

compliance costs on business including reforming the retail leases regulation and standardisation of
Australian Business Names.
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A4.4.12 Women’s Affairs Portfolio

Timing of previously announced review of the Prostitution Control Act having regard
to the portfolio’s family violence and women’s safety strategies.

Family violence and women's safety are major social issues, with unacceptably high levels of violence
occurring across Victoria having a significant impact on the health and wellbeing of women and
children.

The Office of Women's Policy is currently developing the next iteration of the Women's Safety
Strategy 2008-2012. The strategy will guide coordinated action across government to reduce the level
and fear of violence against women. This strategy is scheduled to be released before the end of the
2008 calendar year.

Significant law reform underpins a new approach to family violence in Victoria. Later this year, the
government will introduce a new Family Violence Bill to better protect victims of family violence and
hold perpetrators to account for their actions.

Questions in relation to the review of the Prostitution Control Act should be referred to the Minister
for Consumer Affairs, who is the responsible Minister for this Act.
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A4.5 Vibrant democracy vision

45.1 Agriculture

Clarification of the relationship between the key budget assumptions described in the
response to the Committee’s estimates questionnaire and the Victorian economic
projections outlined in the budget papers

The CPI figure of 3.25% as referenced in the Agriculture Portfolio Hearing, and shown in Budget
Paper 2 page 23, represents Victoria’s economic projection for CPI in 2007-08. The same table details
that the CPI for 2008-09 is forecast at 3.0%.

As advised by the Department of Treasury and Finance and in line with the 2008-09 CPI forecast
figure detailed in the 2007-08 Budget Update, CPI is passed on to the Department at 2.5%, rather then
at the revised forecast amount as stated in Budget Paper 2 of the 2008-09 Budget papers.

The EBA increase of 3% referred to in the questionnaire response is used in the calculation of the
Departments 2008-09 Budget as this is the figure provided for in the Victorian Public Service
Agreement 2006.

This current agreement is unaffected by any revision to the Victorian economic projection figures as
detailed in Budget Paper 2.

4.5.2 Arts portfolio

Provide a list which quantifies the specific subsidies, concessions and any revenue
foregone in the portfolio

The vast majority of services delivered by the portfolio ensure that broad access to arts and culture is
available to all Victorians. As such nearly all services provided could be considered as a subsidy,
concession or revenue foregone.

There are no specific initiatives within the 2008-09 Arts Portfolio budget related to subsidies,
concessions or revenue foregone.

45.3 Attorney-General Portfolio

Value of pro bono work

In 2006-2007 Panel firms delivered pro bono legal services to the value of $7.7 million as part of their
obligations under the Panel arrangements. Since commencing in 2002, the contractual obligation has
directed over $18 million dollars in free legal services, providing access to justice for disadvantaged
people or assistance in public interest matters.

Under the panel contract, each law firm has tendered pro bono services as a percentage of the legal
fees (excluding GST and disbursements) derived from government work. The firms tendered pro bono
commitments of between 5 and 15% with an average commitment of 10%. Panel firms provide an
annual report on the services they provide, to whom, by the level of lawyer and the value.
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Key features of the contractual pro bono in 2006-07 are:

o Partnerships between law firms and PILCH and Community Legal Centres

e Growing support for refugee and human rights matters

The Homeless Persons’ Legal Clinic continues to be the major pro bono partner for 7 firms.

Figure A4.13

4.5.4 Children and Early Childhood Development portfolio

Outline of key subsidies within the portfolio

In the 2007-08 Budget the Government has committed $28.9 million over four years to provide free
kindergarten for low income families through the kindergarten fee subsidy.

For the first time a ten hour per week kindergarten program is free for children of parents who hold a
concession card, through a substantial increase in the kindergarten fee subsidy from $330 to $730 a
year.

In addition, in 2008-09 $5.2 million over four years has been provided to enable free access to early
childhood education and care programs of up to five hours a week for three year old children known
to child protection.
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455 Community Services Portfolio

A copy of the Department of Human Services' Resource Guide on Concessions

An electronic version of the Guide to Concessions in Victoria referred to in p.3 of the Community
Services transcript is attached.

** Note: This document can also be accessed at the following website:
www.cyf.vic.gov.au/concessions/concessions

Additional performance measures for supported accommodation — expected unmet
demand at 30 June 20089.

Unmet demand for shared supported accommodation has fallen or remained steady since June 2006.
This has been achieved, in accordance with the principles of the State Disability Plan and the
Disability Act 2006, by offering people with a disability greater flexibility and choice in determining
the range of supports that best meet their needs.

While supported accommodation was once the main form of appropriate disability funded
accommodation and support, people with a disability can now tailor their support arrangements to live
as independently as they choose.

Individual support packages (ISPs) are flexible funding packages used by people with a disability to
meet their individual goals, such as remaining in their own home, or moving from disability funding
shared supported accommodation (SSA) into more independent living arrangements.

As such, although ISPs are not specifically allocated to meet accommodation targets, there is a flow
on effect as people who would previously have been limited to a non-flexible option (such as SSA or
facility based respite) choose a different and individualised option and free up existing places.

The growth in ISP funding announced in the recent state budget ($29 million) will assist an additional
690 people and additional funding of $10 million from the Commonwealth government will provide
ongoing support for a further 170 people. Therefore, 860 people will move off the Disability Support
Register by June 2009.

In addition, the State Government committed in its election policy to allocate a further $10 million in
2008-09 to develop more flexible and appropriate accommodation solutions that will enhance more
independent living and improved participation in the wider community for up to 75 people with high
support needs. The Department of Human Services is currently working to identify how many of those
waiting for SSA would be appropriately assisted in alternative accommodation and support
arrangements.

As part of the agreement with the Federal Government announced on 30 May 2008, Victoria will
receive an additional $24.5 million capital funding to deliver 70 new supported accommodation places
over the next four years.

Proportion receiving the maximum concession for other utilities

For 2006-07, 70% of concession cardholders received the maximum water concessions cap.

For 2006-07, 97% of cardholders received the maximum municipal rates concession cap.

In relation to electricity and gas utilities, these concessions are not capped but are delivered as a
percentage concession (for example, the Winter Energy Concession is a 17.5% reduction on the

electricity and gas used during the six month period from May to October of each year), therefore the
question is not applicable to energy utilities.
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45.6 Consumer Affairs Portfolio

Clarification on the figures contained in the questionnaire response in relation to the
liguor licensing fees

The collection of liquor licence/permit fees is a shared responsibility between State Revenue Office
(SRO) and Consumer Affairs Victoria (CAV). A Memorandum of Understanding exists between the
two parties in relation to the collection of these fees.

Under this agreement CAV collects revenue for new liquor licence applications. SRO collects revenue
for liquor licence renewal fees, unless the renewal fee is overdue in which case CAV collects.

The reference to liquor licence fees in Budget Paper 4 — table 4.2 is revenue collected by SRO for
liquor licence renewal fees ($7.7m in 2007-08). This does not include revenue collected by CAV for
new liquor licence applications or overdue renewal fees.

The reference to liquor licence fees in the PAEC Estimates Questionnaire 2008-09 ($1.4m in 2007-08)
is for revenue collected by CAV for new liquor licence applications and overdue renewal fees.

457 Education Portfolio

Specific details on the budget allocation made this year for interest payments on
loans taken out by school councils/co-operatives, and reasons for any change in the
interest subsidy paid by the government

The budget line “Finance Charges” includes a number of expenses in addition to the cost of the
interest subsidy scheme. While the forecast cost of those other expenses may have reduced
marginally, the budget for the interest subsidy scheme has remained constant. The current funding
being fully committed on existing subsidy recipients, the Department is maintaining a record of new
co-operatives and when funding becomes available those schools will be invited to join the subsidy
scheme.

Details of the on-going costs of running the Victorian Student Register
A small central team of staff will be required to manage the Victorian Student Register, support

education providers, and conduct authorised research activities. Current estimates indicate that the
annual costs for this ongoing operation will be in the vicinity of $0.5 million.
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4.5.8 Energy and Resources

Please provide a detailed list of subsidies and concessions (both direct and indirect)
to be provided by the department in 2008-09 and outline the expected financial impact
in 2008-09 of any revenue foregone.

The Department of Primary Industries (DPI1) expects no initiatives that forgo revenue in 2008-09 from
subsidies or concessions.

The following should be noted:

e The municipal rate subsidy and water tank rebate are drought response initiatives
administered by DPI. The water tank rebate initiative provides rebates of up to $3,000 for
water tanks for eligible Grampians Wimmera Mallee Water customers. The rebate is expected
to end on 30 June 2008. The municipal rate subsidy provides a 50 per cent reduction in farm
property rates to farmers in receipt of the Exceptional Circumstances Relief Payment from
Centrelink. The estimated cost of municipal rate subsidies for 2008-09 is unable to be
determined as a review of declared areas is currently being undertaken by the Commonwealth
Government and is expected to be completed at the end of August 2008. The water tank rebate
and municipal rate subsidy do not forgo revenue for DPI.

e Ovine and Bovine Johne’s Disease subsidies offered by the department, such as providing a
fixed amount per head for tests done to detect the disease, are funded from industry
contributions to the sheep and cattle compensation trust funds. These subsidies do not forgo
revenue for DPI.

e Recreational Fishing Licences are not subsidised or eligible for concession. Persons under 18
years of age, over 70 years of age or holders of a Victorian Seniors Card are exempt under
s.47(1) of the Fisheries Act 1995 and s. 404 of the Fisheries Regulations 1998 from having to
hold a Recreational Fishing Licence.

4.5.9 Environment and Climate Change

Reason for the variation between estimated and actual 2006-07 cost for the Statutory
Authorities and Environment Protection output

The 2008-09 Budget Papers reported a final actual 2006-07 output cost of $91.2 million for the
Statutory Activities and Environment Protection output. This result is $11.6 million less than the
revised forecast as stated in the 2007-008 Budget Papers.

The variation between the revised forecast and the actual output cost in 2006-07 is due to lower than
anticipated grants from the Sustainability Fund in that year. The Sustainability Fund is part of the
Environment Protection Fund, administered by the Environmental Protection Authority (EPA).

As with most grant programs, there are criteria to be met prior to the provision of funding. Meeting

these conditions is reliant on the grant applicant, and is outside the control of the EPA. Funding has
remained within the Sustainability Fund for allocation in future years.
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4.5.10

Key ch

Balanc

Operat

Finance, WorkCover and Transport Accident Commission
portfolio

anges to financial reporting under AASB 1049

e Sheet changes:

Assets and liabilities are now presented by order of liquidity, rather than as current or non
current items, replicating the Government Finance Statistics (GFS) format.

Other sectors of government, that is the Public Financial Corporation (PFC) and Public Non

Financial Corporation (PNFC) sectors, are now accounted for in the balance sheet as an equity
investment, A new line item now shows the general government's investment in other sectors
(PFC and PNFC):

—  General Government Sector (GGS) investment in other sectors is measured at the
government's proportional share of the carrying amount of net assets of the PNFC sector
and PFC sector entities, before consolidation eliminations.

Balance sheet now includes disclosure of key GFS Fiscal Aggregates, such as:
—  Net worth;

—  Net financial worth;

— Net financial liabilities; and

—  Net debt.

Items of assets and liabilities in the estimated balance sheet are also:

— aggregated into financial and non-financial assets;

— classified according to GFS terminology, but retain measurement and disclosure rules of
Generally Accepted Accounting Principles (GAAP); and

— where relevant, disclosed in the notes as current vs. non-current assets and liabilities.
(e.g. Note 7(d) 'Reconciliation of the superannuation liabilities'; Note 20 'Borrowings')

ing statement changes:

The operating statement has been extended and now includes the "comprehensive result”,
representing the overall change in net worth on the balance sheet.

The additional information was previously provided in a separate "statement of recognised
income and expenses".

Income and expenses in the comprehensive operating statement are classified according to
whether or not they arise from ‘transactions' or ‘other economic flows' (GFS terms).

Additional information on the GGS operating statement includes "Recognition of the net gain
in the investment in other sectors™ as a 'below the line' impact on the comprehensive result.

—  This represents the change in the net worth of the PNFC and PFC sectors.
The operating statement also includes disclosure of GFS key Fiscal Aggregates:
— Net operating balance;

—  Total change in net worth; and

— Net lending - (borrowing).
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o Format is consistent with accounting standards and complies with the Uniform Presentation
Framework (UPF).

Cash Flow Statement changes

e Investing activities are split between investing for liquidity management purposes and for
policy purposes, consistent with GFS presentation.

e Minor changes to the definition of various items only but no change to totals.

e The key Fiscal Aggregate is the 'Cash Surplus/Deficit', which is the same as used in previous
Budget Papers.

Notes to the accounts

e Minor changes to various notes in order to comply with reporting requirements and/or the new
UPF disclosures. One notable impact is that expenses, purchases of fixed assets and total
assets are categorised by Government Purpose Classification (GPC), rather than by
department.

e The notes now contain a glossary of technical terms. The balance of the UPF is included in
Chapter 2 of BP4 including the:

—  Same formats for the operating statement, balance sheet and cash flows in the Estimated
Financial Statements

—  Statements are provided for the PFC Sector and the consolidated PNFC sector.
— Loan Council Allocation Statement.

Explanation for movements in net superannuation liabilities in 2008-09

The superannuation liability is estimated to be $12.939 billion as at 30 June 2008. Over the course of
2008-09, the superannuation liability is estimated to increase by approximately $128 million to
$13.067 billion as at 30 June 2009.

This increase is due to the underlying accrued liability increasing more rapidly than scheme assets.
During 2008-09 scheme assets are expected to increase by $380 million while the accrued liability is
expected to increase by $522 million. While employer and member contributions more than meet the
value of benefits that members are expected to accrue during 2008-09, the interest cost on the accrued
liability exceeds the expected return on assets. This occurs because schemes are only partially funded
(i.e. the accrued liability exceed assets).

The 2008-09 superannuation expense and liability figures (and the figures in subsequent years)
continue to be based on the actuary's long-term investment return earning rate assumption of
8% per annum.

Note that the superannuation liability is determined on an A-IFRS basis (i.e. in accordance with
AASB 119, the Australian Equivalent of International Financial Reporting Standard, IAS 19).

Recurrent cost of Project Rosetta included in forward estimates.

The forward estimates include an on-going operating cost for Rosetta of $0.7M per annum. This
amount now forms part of the Department of Treasury and Finance's (DTF) on-going appropriation.
The total operating costs going forward, when software maintenance and support for the departments
are included, will be approximately $1.1M per annum. The forward estimates will not be adjusted.
The additional costs will be funded from within DTF's global appropriation.

396



Appendix 4: Responses to questions on notice relating to the 2008-09 Budget Estimates

45.11 Gaming Portfolio

Remuneration of the members on the Merkel panel

The Governor in Council appointed one Chair and three members to the Independent Gambling and
Lotteries Licence Review Panel (the Panel) on 29 May 2007.

The scheduled remuneration is for a daily rate.

All members are entitled to reimbursement of approved travel and personal expenses in line with the
Department of Justice policy.

As set out in Panel reports tabled in Parliament, the Panel has met on 19 occasions. In addition to the
meetings, Panel members are remunerated for time spent in undertaking specific tasks associated with
the Panel’s functions.

4.5.12 Health portfolio

A breakdown of subsidies and concessions

Dental

Public dental care for adults is only provided to Pensioner and Concession Card Holders. While there
is universal access for dental care of children, more than 50% of those receiving care are dependants
of Concession Card Holders.

Community Health Programs

The Community Health Program is a universal program with no eligibility requirements. Services
provided by Community Health centres include Allied Health (Audiology, Dietetics, Occupational
Therapy, Physio, Podiatry, Speech Therapy), Counselling, Nursing, Family Planning and Women's
Health.

Services are prioritised towards population groups and individuals with chronic and complex health
issues and in lower socioeconomic groups. Consequently, the majority of clients are concession card
holders.

Ambulance Services

The Victorian Government provides Pensioner Concession Card and Health Care Card holders and
their dependents with free ambulance and non-emergency patient transport services (where authorised
as medically necessary) to the nearest appropriate medical facility. This service includes costs
associated with ambulance attendance without subsequent transport.
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Table A4.14
Output Total 2007-08 Estimate Total 2008-09 Estimate
™ $M
Dental Services 107.0 109.9
Community Health programs 85.5 87.6
Ambulance — CSO program 287.3 302.0
Total 479.8 499.5

Influenza immunisation
For persons aged 65 years and over is funded by the Australian government.

Funding is provided to Victoria through the Australian Immunisation Agreement. The state then
purchases the vaccines from two vaccine companies, CSL Biotherapies and Sanofi, and arranges for
distribution to immunisation providers for administration. Almost all service delivery takes place
either in medical general practices or aged care facilities (by GPs); hence the service delivery is also
funded by the Australian government. The state incurs distribution costs but it is not possible to
separate out the costs of distribution of influenza vaccine from the other vaccines. It is estimated that
about a quarter of the total budget for vaccine distribution of $1.5 million per annum can be attributed
to influenza vaccine distribution. In addition to the aged program, the Department of Human Services

provides influenza vaccinations for public hospital staff.

A breakdown of the asset investment program e.g. according to what is going into
acute and sub-acute case care, ambulatory services, hospital capacity, additional
patients being treated; and how much TEIl extends beyond the four years of the

estimates.
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4.5.13 Housing portfolio

Rental Rebate

In public housing, to ensure that rent does not exceed 25 per cent of a household’s gross income,
tenants are rebated a total of approximately $250 million per year in rent.

Rental Operations Payment

I am advised that there is currently no rental housing borrowing or outstanding debt owed to the
Treasurer. The rental operations payment is an annual payment, the quantum of which is subject to
periodic discussion with the Treasurer.

45.14  Major Projects portfolio

Lease payments under the forward estimates for the Melbourne Convention Centre,
and details of the liability to be recognised in relation to the lease payments.

The lease payment of $27 million for financial year 2008-09 (Budget Paper 4, p.128) represents six
months of lease payments. The full year cost will be approximately $55 million.

The lease liability as published on Page 127 of Budget Paper 4 is $531 million at the end of the
2008-09 financial year.

Amount of the funding increase for the rectangular sports stadium, which is in line
with the increased size/capacity.

The project is on target for completion in December 2009 and is expected to be delivered within
budget.

On 1 March 2007 the Government approved a revised scope and budget for the project. The
seating capacity was increased from 20,000 to 27,750 and the total budget, including all funding
sources, was increased from $189 million to $256 million.

On 23 May 2007 the Government approved a further revised scope and budget for the project. The

seating capacity was increased to more than 31,000 and the budget was increased to $267.5
million. Part of this funding is the $11.5 million as stated in the 2008-09 Budget Paper 3, p. 346.
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4.5.15 Mental Health Portfolio
Reconciliation of alcohol action plan funding to the output and deliverables areas.
A new medium intensity residential rehabilitation model will provide an additional 15 places (not

‘beds’) for people with alcohol problems exiting community-based withdrawal services or
hospitals.

Table A4.16
Victorian Alcohol Action Plan
DHS Outputs 2008-09 Budget
($m)
Drug Prevention and Control Services 1.61
Community awareness campaign 0.5
Early alcohol interventions 0.9
Online screening, online brief intervention resources and community
education sessions for risky drinkers.
Targeting help to at-risk communities 0.21
Consisting of the development of a Koori Alcohol Plan and information for
culturally and linguistically diverse communities.
*Drug Treatment and Rehabilitation Services 1.32
Extended shared care models 0.41
Increased GP capacity to recognise and respond to alcohol problems
through resources, training and addiction medicine support.
Improved treatment options 0.91
Consisting of:
a medium-intensity community-based rehabilitation model for people
exiting hospital or withdrawal services
specialist family-based interventions for young people who are misusing
alcohol.
Total 2.93

* these items are reflected in BP3 performance measures in relation to ‘commenced courses
of treatment: residential-based drug treatment services’ and ‘Successful courses of
treatment (episodes of care): residential-based drug treatment services'.

Pre-emptive strike on ice — extent of funding spent (or committed) on initiatives and
programs, performance measures and quality outcomes.

The pre-emptive strike included a focus on both prevention and treatment. All funding related to
the pre-emptive strike on ice has either been spent or is committed.

Treatment includes counselling, withdrawal, and residential and rehabilitation services and is

delivered through agencies to respond to clients whose main treatment need is for amphetamines
including ice.
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Prevention initiatives specific to ice included the community awareness campaign, a parents’
information brochure ‘What parents should know about ICE’, training programs for alcohol and
drug workers in the use of Clinical Guidelines for the Treatment of Methamphetamine Addiction,
and training for staff and volunteers of the Family Drug Helpline and the Drug Information Line on
the latest up-to-date information about ice.

45.16 Parliamentary Departments

Quantification of subsidies and/or concessions managed within the Parliamentary
Departments.

The Parliament of Victoria does not grant subsidies and/or concessions per se, however each year
an amount of funding is set aside for the Dining Room in order to allow them to provide services to
Members of Parliament and staff, the core reason for the existence of the Dining Room.

In order the minimise this amount the Dining Room provides other services outside of these "core
existence requirements” at commercial rates to reduce the amount of funding required.

In the 2007-08 financial year this amount is estimated to be $150,000.

45.17 Premier’s portfolio

Provision of information regarding the breakdown of the difference between the
estimate of superannuation plan assets as outlined in the December 2007 budget
update of $19.5 billion and the opening balance of plan assets for 2008-09 of $17.5
billion - clarification sought regarding the proportion of the decline attributable to
losses in equity markets compared to withdrawals by beneficiaries from
superannuation funds.

A detailed answer should be sought from the Treasurer or Minister for Finance.

Given the long-term nature of superannuation, it is important to consider the long-term average
investment return rather than focussing on short-term fluctuations.

Since 30 June 2000, superannuation assets in the General Government sector have increased from
$10.9 billion to $19.5 billion at 30 June 2007.

Similarly, the average net investment return for the State Superannuation Funds has been 13 per

cent per annum over the five years to 30 June 2007, well in excess of the expected long-term return
of 8 per cent per annum.
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Breakdown of the intended spending on advertising campaigns for 2008-09 for
those that are known at the beginning of the year.

A breakdown of the advertising campaign spend committed to date for the 2008-09 financial year.
Information includes Department of Premier and Cabinet and the Arts and Portfolio agencies.

Agencies 55 T O AR
Jul 0E=Jun 09
The Arts Cantre Philippe Genty $36,350.768
| The Aris Cantre Edward Scissorhands 08, 085.67
The &ris Centre Full Tilk - ¥Yana Alana $11,252.72
The Arls Cantre Full Tt - An Inkabited Man 34.351.00
Arts Victoria ! Indigenaus Ar Award Enfries §1,345.11 |
Arts Victoria Hedde Museurn of Maderm At | 8308551
Aust Centre for Moving Image ACMI Scresn Listings 2008 $15,030.37
Aust Centre for Moving Image Game On H992.40
[ Museum Victosia IMAX Listings | 32285048
husaum Viclaria Wild Doeans 3D t E7.B47.T0
fuseum Victaria Program Listings ' $1.411.80
| Mussum Victaria | Hatzhing the Past 520,750.10
Busaum Wickaria 2008 Branding $128 852 24
Mational Gefery of Victaria Look! 55, 787.97
Matioral Gallery of Viclora Arl Deco 3183 68016
it sterpieces 2008 337,525.76
LE T g

Funding for the Greens

The PAEC Report on "Strengthening Government and Parliamentary Accountability in Victoria"
was tabled in April 2008.

Recommendation 17 proposes that consideration be given to the appropriate resourcing of other
parties or formal groupings including through the possible amendment of the Parliamentary
Salaries and Superannuation Act 1968 (1968). The Government is considering this
recommendation and will provide its response by October 2008.
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45.18 Public Transport

Specific details on revenue foregone, subsidies and concessions for the portfolio
overall, including details of all new items and changes to previous items.

Public Transport Concessions

Victoria has the most generous Public Transport concession arrangements of any state in Australia.
This promotes a high level of social inclusion. Presently, there are various groups of Victorians
entitled to public transport concessions, including:

e  Children under 15 years of age

e Primary and Secondary Students

e Tertiary Students (not post-graduate courses)

e Victorian Seniors Card holders

e Australian Pensioner Concession Card holders

e Victorian Health Care Card holders

o War Veterans/Widows (Gold/White DVA card holders)

e People who are legally blind (free travel)

e TPl War Veterans (free travel)

e WW1 Widows (free travel)

e Companions of people with disabilities (free travel)
Eligibility criteria apply to the above groups.

The estimated revenue foregone figure for the State from providing concessions in 2008-09 is $189
million (excluding GST). This figure is based on an improved methodology in calculating
concessions based on the difference between the corresponding full fare and concession fare for
each ticket type across metropolitan public transport. This differs from the previously provided
estimated figure of $123 million in the 2008-09 Budget Estimates questionnaire which was
calculated based on an average concession discount approach and excluded some ticket types.

Concession customers are not required to nominate their concession category when they purchase a
ticket and therefore it is not possible to break down this figure accurately by category. Many
concession customers are eligible for concession fares in multiple categories (e.g. children who are
also students, pensioners who are also seniors).

Since 2005, the Victorian Government has announced extensions to public transport concession
entitlements that have increased the number of Victorians who are eligible for them. Explanations
of each extended concession entitlement are given below.

Victorian Health Care Card Concessions

Since January 2005, all Health Care Card holders with Victorian addresses have been eligible for
public transport concessions in Victoria. This was costed at $78 million over four years and
ensures that individuals on low incomes are eligible for transport concessions. Previously, only
holders of Low Income Health Care Cards were eligible for public transport concessions.
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Tertiary Concession Card

In 2005, the cost of the Tertiary Student Concession Card was reduced from $87 per annum, to the
same level as the Primary/Secondary Student Concession Card (presently $8.80). This change
allowed 39,000 tertiary students to access cheaper concession fares each year, at a cost to the
Government of 15 million over four years.

Victorian Senior Travel Package
In 2006, the Victorian Seniors Travel Package was introduced that provided concession travel at all
times on V/Line services, free travel on Sundays in metropolitan Melbourne, free travel on

Sundays in selected regional centres and off-peak travel vouchers that provide two free return trips
anywhere in Victoria. The cost of the package is $3 million per annum.

Early Bird
The Early Bird scheme was implemented across the metropolitan rail network in April 2008, and

provides free travel to passengers completing their travel prior to 7am. The Early Bird Trial is
funded for two years at $6 million per annum. This is a new initiative for the 2008-09 budget.

Victorian Pensioner and Carers Travel Package
The benefits already provided to Seniors in the Seniors Travel Package are being extended to
Victorian Pensioners and Carers who are under 60 and therefore not eligible for a Seniors Card.

This will benefit disability pensioners and carers. This is forecast to cost $100,000 per annum. This
is a new initiative for the 2008-09 budget.

Multi Purpose Taxi Program

In addition, there are other transport concessions provided for users of the Multi Purpose Taxi
Program (approximately $40 million per annum), but these are not included in the $189 million
figure above.

Please refer to Appendix 5 — Thriving Economy vision for further details.

Freight Subsidy

Please refer to Thriving Economy vision — Public Transport section for details of the Rail Freight
Support Package.
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45.19 Roads and Ports
Outline of any regulatory exemptions within the portfolio
Concessions are provided in accordance with the Road Safety (Vehicles) Regulations 1999 and the

Road Safety (Drivers) Regulations 1999. An estimate of the revenue foregone in 2008/09 as a
result of concessions is listed below:

Table A4.18

Regulatory exemption reference Estimate of foregone
revenue 2008/09

Road Safety (Vehicles) Regulations 1999

Schedule 4 — Clause 4 — Eligible beneficiary (within the meaning of the $17,080,000
State Concessions Act 1986)

Schedule 4 — Clause 4 — Eligible pensioner (within the meaning of the State $47,440,000
Concessions Act 1986)

Schedule 4 — Item 5, Vehicles registered in the name of a charitable, $1,608,000
benevolent or religious institution.

Schedule 4 — Item 6, Primary producer vehicles. $27,855,000
Schedule 4 — Item 10, French Island Motor Vehicle. $10,000
Schedule 4 — Items 12, Transport for the disabled, handicapped or injured, $579,000

Item 13, Incapacitated person’s vehicle, Item 13A, Private vehicle used to
convey incapacitated person, Iltem 13B, Government or charitable vehicle
used to convey incapacitated person, and Iltem 18* , Fire fighting and
emergency response vehicle

Schedule 4 — Item 14, Incapacitated war veteran’s vehicles. $1,254,500
Schedule 4 — Item 15, School Tractor $700
Schedule 4 — Item 19, Consular vehicle $24,000
Regulation 236 — Fees for registration (“hybrid vehicle discount”) $149,850

Road Safety (Drivers) Regulations 1999

Regulation 601 - Reduced licence fees for good drivers (“Driver rewards”) $2,500, 000

Note: * Due to database coding limitations, separate estimates cannot be provided for items 12, 13,
13A, 13B or item 18.

4520 Senior Victorians Portfolio

Estimated increase in 2008-09 in concessions for seniors under each concession
category

Concessions are provided to Victorians who hold a Commonwealth Government-issued Pensioner
Concession Card or Health Care Card. Concessions are also provided to eligible holders of a
Department of Veterans’ Affairs (DVA) Repatriation Health Card (Gold Card).

Pensioner Concession Cards and Health Care Cards are issued by the Commonwealth Government
to individuals who receive particular payments or allowances from Centrelink. The Department of
Veterans’ Affairs Gold Card is issued to veterans of Australia’s defence forces who meet particular
criteria relating to type of service, disability or income and assets tests.
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Aged pensioners account for 60 per cent of the pensioner population and 39 per cent of the total
concessions population. Ninety one per cent of the veterans’ population with Gold Cards are aged
65 years or over.

Aged pensioners are entitled to the full range of state funded concessions. These concessions
include gas and electricity, public transport, municipal rates, water, health — public dental,
ambulance, community health services, low cost eye-care and hearing services. Aged pensioners
are also eligible for motor vehicle registration and TAC insurance charge concessions and property
stamp duty concessions.

In addition, aged pensioners are entitled to the Victorian Seniors Card that gives them access to
reduced public transport charges and discounts for a wide range of private businesses and services.

The following table provides information on the overall changes in expenditure for a range of
concession programs between 2007-08 and 2008-09. It is not possible to provide information on
the value of concessions programs specifically to seniors and aged pensioners as this data is not
collected.

Table A4.19

Program Value of concession | Estimated Value of % increase

in 2007-08 concession in
($m) 2008-09
($m)

Water and sewerage 85.5 101.2 18.4%
Municipal rates 70.6 77.0 9.0%
Winter energy 120.8 127.8 5.8%
Non-mains winter energy rebate 2.10 2.05 -2.4%
Carted and non-mains water 0.32 0.33 4.5%
rebate

Ambulance 136.0 138.0 1.5%
Public transport 105.8 110.6 4.5%
Dental services 129.8 139.3 7.3%
Low-Cost Eye Care 6.4 6.6 3.1%

4.5.21 Treasury portfolio

Information on changes in value of superannuation plan assets in the general
government sector between the 2007-08 budget update document and the 2008-09
budget papers.

The key driver of the decline in the estimated value of superannuation assets as at 30 June 2008 is
lower than expected returns on superannuation assets.

Over the long-term, superannuation assets are expected to earn 8 per cent per annum. For example,

superannuation assets were expected to earn approximately $1,446 million in 2007-08 (page 82,
2007-08 Budget Update).
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However, investment market performance for the financial year to 31 March 2008, the basis for the
2008-09 Budget, has been considerably lower than expected with an estimated loss of $77 million.
Therefore, relative to the return expected, the level of superannuation assets was about $2.2 billion
lower than expected at that point in time. This is reported as an actuarial loss in 2007-08.

Given the long-term nature of superannuation, it is important to consider the long-term average
investment return rather than focussing on short-term fluctuations. In this respect, the average net
investment return for the State Superannuation Fund (SSF) has been 13 per cent per annum over
the five years to 30 June 2007, well in excess of the expected long-term return of
8 per cent per annum.

Number of firms with 20 employees or less who will now pay payroll tax under
existing threshold.

As payroll tax is assessed on the value of wages paid and not on the number of employees, the
State Revenue Office does not have the data.

Both the payroll tax rate and the tax free threshold has been adjusted since 1999 to achieve payroll
tax cuts totalling around $1.2 billion. The payroll tax rate has been reduced from 5.75 per cent to
4.95 per cent and the tax free threshold has increased from $515 000 to $550 000. The payroll tax
rate in Victoria will continue to be the second lowest in Australia and businesses operating in
Victoria with payrolls in the range around $5 million to $13.5 million will pay the lowest payroll
tax in Australia. In addition, the average amount paid by tax payers is reduced by $11,000 or 7.6%
in 2007-08 compared to 1998-99.

Phasing of estimated expenditure under the Regional Infrastructure Investment
Fund for 2007-08 and 2008-09.

The Regional Infrastructure Development Fund (RIDF) budget allocation for 2008-09 is
$41.4 million, as reflected in Budget Paper 3, and is consistent with its budget profile. The 2008-09
budget allocation was made in the Government's $502 million Moving Forward Statement,
released in November 2005.

The budget profile for the RIDF budget has varied from year-to-year reflecting the timing of
government funding decisions. For example, the 2007-08 RIDF budget is considerably larger than
the 2008-09 budget reflecting the Renewing the RIDF initiative funding provided through the
Moving Forward Statement which supplements existing funding. Any cost overruns occurring in
RIDF projects are largely borne by the applicant as a condition of the grant, and are not paid for out
of the RIDF budget.

Table A4.20
RIDF Budget ($m)
2007-08 2008-09 2009-10
RIDF Budget 92 41 61

Moving Forward — $200 million Renewing the RIDF initiative ($m)

2007-08

2008-09

2009-10

RiIDF Budget

36

41

61

Note: Renewing the RIDF funding for 2007-08 supplements existing funding already in the RIDF total budget.
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Reconciliation of different budget figures relating to employee benefit expenses.

Table 1.1 (page 10) in Budget Paper 4 reflects the estimated operating statement for the financial
year ending 30 June. This table represents the projected employee expenses for the forward years
for the years 2008-09 Budget, 2009-10 Estimate, 2010- 11 Estimate and the 2011-12 Estimate. The
average growth rate across this period is 5.8 per cent.

Table A.3 (pages 250-252) in Appendix A of Budget Paper 4 reflects the general government
sector operating statement historical series. This table represents the actual employee expenses for
the years 1996-97 through to the revised 2007-08 The average growth rare across this period is
6.37 per cent.

Reconciliation of different figures for general government sector borrowings shown
in Table 1.2 on page 12 of Budget Paper 4 and Table 3.6 on page 51 of Budget
Paper 2.

Table 3.6 on page 51 of Budget Paper 2 is a summarised version of the full balance sheet on page
12 of Budget Paper 4. The Borrowings line in Table 3.6 of Budget Paper 2 is made up by adding
the following lines in Table 1.2 of Budget Paper 4.

e Deposits Held;

e Advances Received; and

e Borrowings.
Taking the 201 1-12 year as an example it can be seen that the amount in Table 3.6 of Budget
Paper 2 is $15.6 billion. The relevant lines in Table 1.2 of Budget Paper 4 are:

e Deposits Held $595.2 million;

e Advances Received $0.2 million; and

e Borrowings $14,987.8 million.

These amounts total to $15,583.2 million, equal to the $15.6 billion shown in Table 3.6 of Budget
Paper 2.

4.5.22 Water

Confirmation of timing of water price determinations

The Essential Services Commission (ESC) is responsible for regulating the prices of the
20 businesses supplying water, sewerage and related services throughout Victoria.

On 20 June 2008, the ESC released its determination for the Water Price Review 2008-13. This
review assessed the five-year water plans for the regional urban and rural water businesses and
Melbourne Water (with respect to waterways and drainage charges), and set the prices for the
services to be provided.

The review also assessed one-year water plans for 2008-09 for the three metropolitan retailers and
Melbourne Water with respect to bulk services.

A further review will occur for metropolitan water prices from 1 July 2009, with an ESC

determination likely in June 2009. Consistent with prior reviews, the ESC will consult with
stakeholders before making its final determination.
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Estimated unit cost of carriage of water to Melbourne via the Sugarloaf Pipeline

| believe that | responded to this question during the PAEC hearing, and refer the Committee to
pages 13 and 14 of the Water portfolio’s transcript of evidence.
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QUESTIONS RELATING TO THE
2008-09 BUDGET ESTIMATES

Thriving economy vision

Public Transport

QUESTION 5

Details of whether there is proposed to be any increase to the cap on
individual trips (currently $30 per trip) under the Multi Purpose Taxi
Program budget allocation, and the budgetary implications of this
increase.

The Multi Purpose Taxi Program (MPTP) subsidises 50 per cent of the cost of taxi travel, up to a
maximum subsidy of $30 per trip, for people who have a severe and permanent disability that
prevents them from independently accessing other forms of public transport.

The subsidy cap on individual trips was increased from $25 to the current subsidy of $30 per trip in
September 2005. The average subsidy per trip under the MPTP is currently $9.

The trip subsidy is being reviewed as part of an overall Victorian Taxi Directorate review of the

MPTP and wheelchair accessible taxi services to ensure that the MPTP continues to meet the needs
of its members.

QUESTION 6

Details of the amount already spent to date and future budget
allocations for country wheelchair accessible taxis.

The Government provides financial assistance in the form of tied grants to subsidise the purchase
of wheelchair accessible taxis in regional Victoria.

The grant pays the difference between the cost of a conventional taxi and a wheelchair accessible
taxi, up to a maximum of $44,000 (including GST).

Funding of $3.3 million has been provided. There is no closing date for applications for this
subsidy. The funds will be drawn upon as country wheelchair accessible taxis become due for
replacement over the coming years.

As at 31 May 2008, the Department of Transport had approved 18 grants totalling approximately
$400,000.

415



Report on the 2008-09 Budget Estimates — Part Three

Skills and Workforce Participation Portfolio

THIS QUESTION WAS REFERRED BY THE MULTICULTURAL AFFAIRS PORTFOLIO
MINISTER.

QUESTION 2

Will funding of the New Workforce Partnerships Program continue at
least until any Federal funding takes its place?

The Victorian Government announced the New Workforce Partnerships (NWP) program in the
2008-09 Budget and NWP builds on the Workforce Participation Partnerships program. Funding of
$5.0 million was provided for 2008-09.

The Victorian Government has also provided funding of $2.0 million over four years (2008-09 to
2011-12) for the Indigenous Youth Employment Program. This program will target young
Indigenous people and support them into employment, education and/or training.

The Federal Government is currently undertaking a review of their employment services and the
changes are expected to take effect in July 2009. At this stage full details of any proposed changes

are not yet known. Any future decisions on funding will take account of these changes at the
Federal level.

Quality health and education vision

Veterans Affairs portfolio

QUESTION 1

Programs to support veterans attend medical appointments.

I can advise that such programs fall outside of the responsibility of the Victorian Veterans' Affairs
portfolio.

The Commonwealth Government, through the Department of Veterans' Affairs (DVA), provides
support to entitled veterans to attend medical appointments under section 110 of the Veterans'
Entitlement Act 1986, as well as those entitled to medical treatment under the Safety, Rehabilitation
and Compensation Act 1988 and the Military Rehabilitation and Compensation Act 2004.
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Caring communities vision

Multicultural Affairs portfolio

QUESTION 1

Is there any provision in the Budget for the creation of the Culturally
and Linguistically Diverse (CALD) Older Persons' Action Plan, which
was described in the ALP 2006 election platform? If so what is that
provision?

The Culturally and Linguistically Diverse (CALD) Older Persons' Action Plan will be an
overarching statement of Government actions and intentions to address the issues of the growing
number of older people from CALD backgrounds. The Plan will be developed within existing
resources.
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