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VICTORIA 

The Honourable the Speaker, 
Legislative Assembly, 
Parliament House, 
MELBOURNE. 3000. 

November 1986 

Sir, 

Pursuant to the provisions of Section 48 of the Audit Act 1958, I 
hereby transmit a report concerning: 

(i) the provision of housing to government employees; and 

(ii) post-project appraisal procedures within the Public 
Works Department. 

The primary purpose of conducting reviews of this nature is to 
provide an overview as to whether public funds in programs 
selected for examination are being spent in an economic and 
efficient manner consistent with government policies and 
objectives. Constructive suggestions are also provided in line 
with the ongoing process of modifying and improving financial 
management and accountability controls within the public sector. 

I am pleased to advise that this report has already proven to be 
of benefit to the government departments and authorities 
involved, as evidenced by their positive replies detailing 
initiatives already undertaken or evolving. 

The co-operation and assistance received by staff from the 
departments and authorities during the course of the review was 
appreciated. It is my view that there is a growing awareness by 
government agencies of the advantages to be gained from such 
studies, particularly the provision of independent advice on 
areas of concern. 

Yours faithfully. 

R.G. HUMPHRY 
Auditor-General 
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1. EXECUTIVE SOMMARY 

Introduction 

1.1 The provision of housing to goverrment employees is widespread 
throughout the public sector. Housing is provided to various 
occupations which include teachers, water bailiffs, loccmotive 
drivers, national park rangers and policemen located in country 
regions of the State. 

1.2 An audit review group conducted a review during 1985/86 of the 
economy, efficiency and effectiveness of anployee housing procedures 
utilised in the public sector. This area was selected for review due 
to the number of properties and magnitude of funds involved in the 
provision of public sector housirg. 

1.3 At 30 June 1986 the number of houses operated by public sector 
organisations which provide housiry to their respective anployees 
totalled 6 727 houses. Details of houses operated by individual 
organisations are listed in Schedule 1. 

Objectives of the Review 

1.4 The overall audit objective was to examine the extent to which the 
provision of housing was managed so as to ensure econcmic, efficient 
and effective use of resources. 

1.5 Based on this objective, audit assessed the design and performance of 
management systems and controls involved in the acquisition, 
management, maintenance and disposal of houses. 

Scope of the Review 

1.6 A preliminary .survey of organisations providing iiousing to government 
employees was conducted as the first step in the review. Based on the 
results of this survey and in order to obtain an adequate across the 
board representation of public sector bodies, it was decided to review 
in detail the housing procedures operative in 4 of the'largest housing 
operations. These were: 

Goverrment Employee Housing Authority - Teacher Housing (GEHA) 
Rural V\;ater Commission (RWC) 
Department of Conservation, Forests and Lands (CFL) 
State Transport Authority (STA) 

1.7 In relation to the 4 organisations examined, the number and value of 
houses held by each ranged from approximately 451 ($15.65 million) to 
2 218 ($62 million) at 30 June 1986. 

1.8 At 30 June 1986 the number of tiouses operated by each organisation, 
expressed as a percentage of the total number of public sector houses, 
was as follows: 

Percentage of Total 
Public Sector 

Housing 

Government Employee Housing Authority * 33 
State Transport Authority 17 
Rural Water Commission 10 
Conservation Forests and Lands 7 

* Refers to Teacher Housing Oily 



1.9 As the 4 organisations selected hold 67 per cent of public sector 
housing, the detailed conments in the report can be regarded as 
generally applicable to all housirg operations in the Victorian public 
sector. 

Conduct of the Review 

1.10 A detailed plan was develcped to gain an overview of the nature of 
each organisation's housirg qperation and the factors which influence 
the econany, efficiency ard effectiveness of operation. Interviews 
were conducted with senior management responsible for housing 
operations as well as key personnel directly involved in functions 
relating to the acquisition, managanent, maintenance and disposal of 
houses. 

1.11 Audit established a framework of desirable management procedures for 
housing operations to provide a conparative standard by which to 
evaluate the procedures in place at each organisation. Details of 
these procedures are listed in Schedule 2. 

1.12 The review involved an analysis of managanent systems, an examination 
of available documentation and testing of controls arx3 transactions to 
evaluate the adequacy of mechaniams set in place by managanent to 
monitor: 

(1) the economy of housing operations; 

(2) the efficiency with which resources were used; and 

(3) the effectiveness with which operational objectives were 
achieved. 

1.13 Physical inspection of certain vacant houses '̂ras undertaken by audit 
to ascertain whether such houses were adequately secured and to 
investigate the possibility of occupancy by squatters. Audit also 
visited certain regional offices where the administration of housirg 
operation was decentralized. 

1.14 The study has been managed by an audit review group consisting of 
officers fran my staff. An officer from the chartered accountinrg firm 
of Deloitte, Haskins and Sells was involved in the planning pliase of 
the review. 

1.15 I wish to record my appreciation for the full co-operation and 
assistance received by my staff frcm the organisations covered in the 
review. 

Overall Audit Findings 

1.16 Housing management procedures varied amongst public sector 
o rgan i sa t ions . The extent of policy formulation and management systems 
was governed by the overal l object ives and p r i o r i t i e s of each 
organisat ion and was not cen t ra l ly co-ordinated. 



1.17 I t i s p leas i rg to note that ce r ta in organisatiorxs implemented pos i t ive 
measures designed to improve the efficiency and effectiveness of 
housing operat ions . For example, housing object ives , po l ic ies and 
procedures had been extensively documented by the RWC and STA and 
computerised system development had been undertaken by the GEHA, RWC 
and STA in an attempt to improve inventory records and housing 
management information systems. The STA a l so established performance 
indica tors to evaluate the efficiency and effect iveness of i t s housirg 
function. 

1.18 However, the review identif ied many examples where housing managanent 
procedures could be improved. A sunraary of the broad issues drawn 
together under desirable management procedures are set out in 
paragraphs 1.25 to 1.36 and deta i led conments follow in chapters 2 to 
5. 

1.19 Based on the findings of the review, audi t concluded tha t the overa l l 
across tlie board issues requiring a t t en t ion were: 

(1) the quantity of surplus houses throughout the public sector; 

(2) the need for public sector organisations to identify the extent 
of housing not required in order to f a c i l i t a t e the 
r a t i ona l i s a t i on of housing stock; and 

(3) the need for improvement in the standard of inventory records 
and management information systans. 

1.20 In l ine with comments made in my F i r s t Report to Parliament concerning 
the need for improved financial management of the S ta te , overconirg 
the abovementioned deficiencies wil l a s s i s t in: 

(1) decreasing the overa l l operating costs of public sector 
organisat ions; 

(2) providing further options to government in developing t h e i r 
budget s t ra tegy; and 

(3) improving asset management within the public sector . 

Government Employee Housing G u i d e l i n e s i s s u e d by the 
Department of Management and Budget 

1.21 In September 1986 I received advice from the Director-General of the 
Department of Management and Budget of a number of posi t ive neasures 
designed to r a t iona l i se government anployee housing stock. 

1.22 One of the main i n i t i a t i v e s introduced by the Department concerned the 
need for organisations to identify houses in the "required to occupy" 
category. This category was defined in terms of job requirement ra ther 
than as a means of a t t r ac t ing s taf f to the job. The categorisat ion of 
houses into the "required to occupy" def in i t ion was to be based on the 
following c r i t e r i a : 

(1) housing was i n t r i n s i c to the qperations or securi ty of the 
Government f ac i l i t y ; 

(2) geographical ranoteness; or 

(3) high local market r en t s . 



1,24 

1.23 The guidelines issued by the Department included the requiranent 
that: 

(1) no new residence, other than a "required to occupy" residence, 
was to be constructed or acquired without specific approval of 
the Treasurer; 

(2) all houses that could be sold, other than houses in the 
"required to occupy" category, were to be identified and sold; 
and 

(3) in cases v»*iere notice to vacate would create significant 
hardship on tenants, such situations should be treated strictly 
on a case by case basis with the discretion to continue 
tenancy. 

I conmend the initiatives taken by the Department of Management and 
Budget to rationalise employee housing. This policy will in time 
substantially reduce the level of surplus goverrment housing within 
the State. 

Summary of Audit Findings 

Summary audit firK3ings, drawn frcm detailed comments referred to in 
Chapters 2 to 5, are discussed under desirable management procedures. 

1.25 Objectives, policies and procedures should be formulated and 
documented into a Manual of Housing. 

The documentation of objectives, policies and procedures was 
considered to be deficient in 2 of the 4 organisations examined. 
Audit recommended that to enable housing practices to be consistently 
applied, an improvement in documentation was necessary. 

1.26 Housing should only he provided where a need arises based on rationale 
developed by the organisation. 

It was noted that in all organisations certain houses were rented to 
ineligible employees or long term private tenants. Audit reccmmended 
the number of houses required to effectively meet organisational 
objectives need to be clearly determined and measures be taken to 
dispose of surplus houses. 

1.27 An adequate inventory of housing should include: 

all properties managed by the organisation; 
the type, location and condition of each property; 
occupant status; 
rental details; 
acquisition cost, market value a'nd depreciation; 
maintenance and modernisation expenditure - actual and estimates. 

Audit examination of inventory records revealed that there was scope 
for improvement in all organisations. In 2 organisations inventory 
records were out of date, one failed to establish a central 
consolidated inventory and the other maintained duplicate inventory 
records. Audit reccmmended appropriate measures be taken to establish 
and maintain adequate inventory records. 

1.28 Monitoring procedures should be in place to enable rmnaqement to 
tdenttfy the extent of unoccupied houses and. houses occupied hy either 
vneUgihle employees or private tenants. The future use of each hnu^o 
should be revzeued by management when it becomes vacant. 
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It was observed that monitoring procedures of tenancy details were 
inadequate in 3 of the 4 organisations resulting in the retention of 
surplus housing. Audit reccmmended the establishment of improved 
monitoring procedures to identify the extent of vacant houses and 
houses rented by ineligible employees and private tenants. 

1.29 Procedures employed in the rental of houses should include a 
requirement for private tenants to be charged market rent, rental 
rates to be regularly reviewed by management, formal agreements to be 
completed which specify terms of occupancy and management should 
ensure that agreements with private tenants are not renewed in 
instances where arrears of rent occur unless extenuating circumstances 
exist. 

Audit examination of rental procedures revealed a number of 
unsatisfactory features. For example, one organisation charged private 
tenants the same rental rate applicable to its employees rather than 
market rent. The same organisation renewed several private tenancy 
agreements despite the respective tenants possessing a history of rent 
arrears, and rights and obligations of the landlord and tenants were 
not properly established in accordance with the Residential Tenancies 
Act. Another organisation had not renewed the rental rate payable by 
its casual employees which was based on 1978 wage levels. Instances 
were noted in one organisation of certain houses being rented to 
private tenants for a considerable length of time and the rent had not 
been regularly reviewed. Audit reccmmended a range of managanent 
practices be employed to improve the economy of housing operations. 

1.30 Unoccupied houses should he locked. 

In one organisation audit observed that a number of vacant houses were 
not locked. Audit reccmmended the organisation concerned implement 
proper security measures to prevent the-incidence of vandalism or 
occupation by unauthorised tenants. 

1.SI A control mechanism should he in place to enable the verification of 
rental income and identification of vacant houses. 

Control over the collection of-rental income could be strengthened in 
2 of the organisations examined by audit. Audit reccmmended that 
internal control mechanisms over the collection of rental income be 
strengthened. 

1.32 Housing loan interest rates should be regularly reviewed and he in 
line with current home mortgage rates. 

In one organisation which, as part of its housing sales policy, 
provided housing loans to its employees, spouses of deceased employees 
or retired employees, the canmenciny rate of interest of 7 per cent 
per annum had not been reviewed since March 1985. Audit reconmended 
that interest rates be in line with current market rates. 

l.SS A cyclical maintenance program should he developed by management to 
provide a planned approach for the use of resources employed in the 
housing function. 

Audit noted that 2 organisations had yet to develop cyclical 
maintenance programs which would provide a more systematic process for 
maintaining housing stock. 

1 .Z4 Procedures should be in place to ensure that a full list of disposal 
options is prepared and considered by management. 



Audit noted that the disposal method in one organisation did not 
include a requirement to notify other public sector organisations of 
its houses listed for disposal. 

1.35 The disposal of houses should be effected in a timely manner to avoid 
the uneconomic retention of houses surplus to the needs of the 
organisation or considered to be maintenance intensive. 

In one organisation delays of over 14 months occurred in the disposal 
program of 36 houses. Audit reconmended that houses be disposed of in 
a timely manner to avoid the rentention of surplus and unoccupied 
houses. 

1.36 Management should determine realistic bases for the measurement of 
performance of housing activities against objectives. 

Three organisations need to establish performance indicators to enable 
management to measure the effectiveness of housing operations. 

1.37 Detailed audit observations and recommendations arising frcm the 
examination in the 4 organisations reviewed, together with management 
ccmments on the matters raised, follow in subsequent chapters. 
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2 . GOVERHMEHT EMPLOYEE HOOSIHG AUTHORITY (TEACHER HODSING) 

O v e r v i e w 

2 .1 GEHA commenced o p e r a t i o n on 24 March 1982 supersed ing t h e Teacher 
Housing A u t h o r i t y . GEHA's func t ions a r e t o : 

(1) p rov ide s u i t a b l e houses fo r goverrment employees in 
p a r t i c i p a t i n g depar tments ; 

(2) e s t a b l i s h and ma in t a in a r e g i s t e r of a v a i l a b l e houses fo r 
accomntxlation by goverrment employees; 

(3) g i v e advice concerning the p r o v i s i o n of hous i rg accommodation 
f o r government employees; and 

(4) keep under review and r e p o r t on t he p r a c t i c e s a s s o c i a t e d wi th 
t h e p r o v i s i o n of housing t o goverrment employees. 

2 .2 A p a r t i c i p a t i n g department i s a department of the p u b l i c s e r v i c e o r a 
p u b l i c s t a t u t o r y a u t h o r i t y which has been dec l a r ed by the Governor in 
Counci l t o be a p a r t i c i p a t i n g department for the purposes of P a r t I I I 
of t he GEHA Act 1981. 

2 .3 Pa r t I I I of the GEHA Act 1981 a u t h o r i s e s GEHA t o perform a wide rarge 
of f u n c t i o n s , a s s o c i a t e d wi th p rov id ing housing t o goverrment 
employees in p a r t i c i p a t i n g depar tmen t s , such as pu rchas ing , b u i l d i n g , 
m a i n t a i n i n g , e n l a r g i r g , managirq and l e t t i n g of houses . 

2.4 At the d a t e of a u d i t the 3 p a r t i c i p a t i n g depar tments were: 

(1) Min i s t ry of Educat ion ( t each ing s e r v i c e p e r s o n n e l ) ; 

(2) TAFE; and 

(3) Law Department. 

2.5 At 30 June 1985, out of the stock of goverrment housed totalling 6724 
houses, GEHA houses comprised: 

(1) Ministry of Education 2145 houses 
(2) TAFE 24 houses 
(3) Law Department 49 houses 

2.6 The total value of GEHA land and buildings at 30 June 1985 amounted to 
$60 835 658. Maintenance expenditure for the year then ended totalled 
$2 061 180. 

2.7 Due to the extent of housing provided to teachers, audit examination 
focused on the evaluation of management procedures involved in the 
provision of housing to teachers. 

2.8 The following 4 elements are involved in the process of providing 
housing to teachers: 

(1) An Advisory Committee, established by the Chief Administrator of 
the Ministry of Education, develops and administers policy on 
tenancy allocation and makes reccmmendations to GEHA concerning 
the need for new and replacement houses to be provided by GEHA. 

11 



(2) The Ministry of Education's Teacher Housirg Officer allocates 
houses on the basis of the needs criteria established by the 
Advisory Committee. 

(3) GEHA performs a variety of functions associated with providing 
suitable houses. 

(4) The Ministry of Housing construct and maintain houses on behalf 
of GEHA. 

Audit Observations and Recommendations 

Documentation of Policies and Procedures 

Background Information 

2.9 A General Policies Manual, prepared by the former Teacher Housing 
Authority prior to 1982, covers the following items: 
Accounts/Finance, Fencing, Maintenance, Modernisation, Rates, Rents, 
Sale of Property, Standards (including new construction, priorities 
for new housing, purchase of housirg). Tenancies (including Teacher 
and Sundry 'Outsiders' Tenants) and Tenants' Responsibilities. 

Audit Ctoservations 

2.10 Although a manual had been prepared by the former Teacher Housing 
Authority prior to 1982, a formal policy and procedures manual for 
GEHA had not been developed. Policies relating to the disposal and 
allocation of houses to teachers had been documented in various forms. 
Audit sighted policy decisions in the minutes of GEHA meetings 
relating to modernisation and maintenance of touses. However, there 
was a lack of policy documentation concerning the purchase and 
construction of houses, insurance on houses, rent of premises to 
private tenants and criteria for selecting private tenants. 

2.11 In addition, procedures had not been documented in relation to: 

(1) the purchase and construction of houses; 

(2) irput of information into the computerised inventory systan and 
the production of conputeri.sed reports; 

(3) houses rented to private tenants and follow up procedures of 
rent arrears; ar>d 

(4) maintenance and modernisation of houses. 

2.12 The absence of adequate documentation of policies and procedures ctxild 
result in the incorrect application of policy. For example, the 
occurrence of private tenants not beirg charged market rent (refer 
para. 2.53) may have been prevented if the policy in this area had 
been documented and issued to all staff. In addition, considerable 
time and effort could be wasteil by officers beconing familiar with the 
use of the computerised management information systan if procedures 
are not sufficiently documented. 

2.13 Audit was advised that the Authority had addressed the matter and all 
policies and procedures would be documented. 

12 



Authority Reply 

2.14 Limited staff resources have been instrumental in the suspension of 
policy and procedure development. The revised organisational structure 
and the subsequent recruitment of appropriate staff should begin to 
rectify this situation within the coming months. 

Establishment of Housing Heeds 

Background Information 

2.15 GEHA identified in its 1984/85 Annual Report that one of its goals was 
to: 

"rationalise housing stock so that housirg provision policy is 
based on real need and is consistent across Administrative 
Units". 

2.16 Pursuant to Section 12(6) of the Government Employee Housing Authority 
Act 1981 an Advisory Committee for teacher housirg has been 
established to develop and administer policy regardirg tenancy 
allocation and provide advice concerning requirements for additional 
and replacement accommodation. 

2.17 The Advisory Committee consists of the following members: 

(1) Ministry of Education's Principal Industrial Relations Officer 
(Chairman); 

(2) one member fron each of the 3 teacher unions; 

(3) a GEHA representative; 

(4) a representative from the Victorian Institute of School 
Councils; and 

(5) a general regional director from the Ministry. 

2.18 The Advisory Committee's policy on needs criteria provides that the 
Teacher Housing officer is to allocate houses on the basis of the 
greatest need and take into account the following criteria: 

(1) the applicant with the greatest number of dependents; 

(2) the welfare needs of the applicant's family; 

(3) the applicant who is not already resident in the area of 
reasonable accessibility to the school; 

(4) the applicant whose total family income is the lowest; and 

(5) other discriminatory information available at the time. 

2.19 The following 2 sections of the GEHA Act prescribe the legislative 
basis upon which houses are to be provided: 

(1) Section 13(5) of the Act prescribes that: 

"the Authority shall not let a home to a governinent employee in 
a participatirg department unless it is satisfied that the 
person is or will be unable to obtain privately housing 
accommodation, that is: 
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(a) of a reasonable standard; 

(b) in a reasonable location; and 

(c) available at a reasonable rent. 

(2) Section 13(6) of the Act enables the Authority to provide a 
house to a government aiployee (notwithstanding that the 
employee would be able to privately obtain housing accomodation 
of a reasonable standard, in a reasonable location and at a 
reasonable rent) where the Chief Administrator of the 
participating department certifies that due to the special 
nature of an office it is necessary for the goveriment anplc^ee 
to reside in a particular GEHA house. 

Audit Observations 

Purchase or Construction of Houses 

2.20 Management procedures for establishing the need for the purchase or 
construction of additional houses were considered by audit to be 
satisfactory. 

2.21 However, it appeared that in some cases the need to replace an 
existing GEHA house, by either purchase or construction, was not 
determined in accordance with the legislative requirements. There was 
no evidence to indicate that replacement houses were acquired 
acccirdirg to the inability of the respective teachers to privately 
acquire housirg accommodation of a reasonable standard, in a 
reasonable location and at a reasonable rent. It seemed that if a 
house to be replaced was occupied by a teacher, then a replacanent 
house was provided without establishirg that the occupant would be 
unable to privately obtain reasonable acconmodation. For example, the 
report frcm the Ministry of Education's Teacher Housirg Officer issued 
to the Advisory Committee meeting of 15 October 1985 included the 
followirg information concerning a proposal to provide 4 replacanent 
houses at Numurkah: ' 

"The GEHA advises of its intention to dispose of 4 houses listed 
above in Numurkah and seek advice on the need for replacements. 
There are thirteen houses available to teachers in Numurkah and 
all are occupied. There is one outstanding application on the 
books. Enrolment projections are declining slightly over the 
next few years. I reconmend that replacements be provided for 
the Numurkah houses." 

2.22 This recommendation was agreed to by the Advisory Committee, confirmed 
by the Director-General of Education and the Secretary of GEHA was 
duly advised. 

Allocation of Houses 

2.23 The Teacher Housing Officer allocates houses on the basis of the 
greatest need accordirg to the needs criteria established by the 
Advisory Committee. 

2.24 It appeared that in the allocation process, the available stock of 
unoccupied houses was allocated to teachers on the basis of criteria 
such as the applicant with the greatest number of dependants Oio 
reside with him/her, the welfare needs of the applicant's family and 
the applicant whose total family income is the lowest. Teachers did 
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not have to establish that they were unable to privately obtain 
housirg accomrttxlation of a reasonable standard, in a reasonable 
location and at a reasonable rent. As a consequence housing stock was 
not beirg rationalised. 

Audit Reccrtmendation 

2.25 To ensure that houses are only provided in situations vAiere a real 
need has been established pursuant to the enabling legislation, houses 
should only be provided to teachers who demonstrate that they are 
unable to privately obtain housing acconmodation of a reasonable 
standard, in a reasonable location and at a reasonable cost. 

Ministry Reply 

2.26 Emphasis will be placed on the availability of alternative 
accommodation rather than the demand for teacher accommodation. This 
will bring operations in line with Section 13(5) as prescribed under 
the Government Employee Housing Authority Act. 

Priorities for Housing in Country Towns 

Background Information 

2.27 Priorities for housirg are assigned to country towns by a sub 
-committee of the Advisory Committee. The classification of priorities 
for teacher accommodation consist of the following categories: 

(1) Category A - immediate provision 

(2) Category B - urgent classification 

(3) Category C - to be dealt with in normal sequence 

(4) Category D - to be reviewed by the Committee. 

2.28 A review of category rating for each priority is carried out yearly by 
the Committee. The priority listirg, forwarded by the Committee to the 
Director-General of Education for confirmation, is then submitted to 
GEHA which arrange for the provision of suitable houses. 

Audit Observation 

2.29 An examination of the list of priorities as at July 1985 indicated the 
followirg locations with priorities dated prior to 1980: 

Cobden 6/12/76 Category B - urgent classification 
Kyneton 23/5/77 
Leongatha 23/5/77 
Colac 25/2/74 Category C - to be dealt v̂ ith in 

Meerlieu 4/10/76 
Wodonga West 19/9/79 

normal sequence 

2.30 As a need for a house to be acquired may be identified on a priority 
listirg for a considerable length of time, audit questions the basis 
upon which a need for a house can ranain in a Lx^ation since 1974, 
given that the school would have been staffed and operated without a 
house being provided. 

2.31 As a result, requests for housimj irvay be listed as a priority although 
a real need may not exist. 
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Audit Reccnmendation 

2.32 Tt) iiiprove the effect iveness of the acquis i t ion process, long 
outstanding p r i o r i t i e s should be reassessed each year to determine 
whether a rea l need s t i l l remains. 

Ministry Reply 

2.33 All priorities for new and replacement accommodation will now be 
reviewed in detail annually having regard to the availability of 
alternative accommodation rather than teacher demand for housing. 

Government Housing Acccmnnodation R e g i s t e r 

Background Information 

2.34 Section 14 of the GEHA Act 1981 requires tha t the Authority maintain 
and keep up to date a Government Housing Accommodation Regis te r . 
Departments and public s ta tu tory a u t h o r i t i e s sha l l provide the 
Authority with house pa r t i cu l a r s concerning loca t ion , age, s i z e , 
mater ia l of construction and occupancy of the house and such other 
p a r t i c u l a r s as are prescribed which are to be entered in the Regis te r . 
Section 15 enables the Register to be searched to identify stock v^ich 
may be avai lable to of f icers in departments or public s t a tu to ry 
a u t h o r i t i e s for accommodation. 

2.35 In the Authori ty 's 1984/85 Annual Report the followirg ccmments are 
made: 

"The Register contains a l l relevant p a r t i c u l a r s of t h i s stock, 
and i t i s possible for the chief adminis t ra tor of any 
administrat ive uni t to have the Register searched to identify 
stock which may be avai lable for o f f ice rs who require 
acconmodation. A number of organisat ions have availed of t h i s 
and successfully searched the Register for employee 
accommodation". 

Audit Observations 

2.36 An audi t examination of the Register kept by GEHA arxi r e la ted repor ts 
produced by the computerised inventory system indicated the followirg 
def ic ienc ies : 

(1) The Register had not been kept up to da t e . 

( i ) Although a l l administrat ive un i t s and s ta tu tory 
au tho r i t i e s are required to complete and submit to GEHA a 
form t i t l e d "Notif icat ion of Property Deta i l s" in order 
for information recorded in the GEHA Register to be kept 
up to date , i t appeared tha t t h i s procedure was not beirg 
followed by a l l organisa t ions . For example, a comparison 
of the houses acquired by the S ta te Transport Authority 
during 1984/85 to the d e t a i l s recorded in the GEHA 
Register revealed tha t 6 of the 10 houses acquired were 
not recorded in the Regis ter . 

( i i ) The Ministry of Education's Teacher Housing Officer i s 
required to complete and sut3mit to GEHA a copy of a form 
t i t l e d "GEHA Rent Adjustment Notice" which records d e t a i l s 
of occupancy, tennination of tenancy and ren ta l to be paid 
per for tnight . Audit was advised tha t frcm March 1985, no 
rent adjustment notices were input into GEHA data base 
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because the data initially input into the computerised 
inventory system was not accurate and it was not possible 
to verify that all notices were forwarded from the Teacher 
Housirg Unit of the Ministry of Education, i^parently the 
Register was to be updated in early 1986 upon receipt of a 
ccnplete list of occupancy details from the Ministry of 
Education, after all transfers of teachers have taken 
place and houses allocated by the Teacher Housirg Unit. 

(2) The "Notification of Property Details" forms were not pre-
numbered. 

(3) The GEHA Rental Advice Notices were not pre-numbered and were 
not signed. 

2.37 Ihe consequence of inaccurate and incomplete information beirg 
recorded in the Register was to limit the effectiveness by which the 
Register could be searched to identify stock available to officers who 
require acconmodation. 

Audit Recorrmendations 

2.38 A more effective operation would be achieved by: 

(1) all government agencies advisirg GEHA of property transactions 
and tenancy details; 

(2) all Rent Adjustment Notices beirg correctly processed by GEHA 
into the Register; and 

(3) control being strengthened over all input documents. 

Authority Reply 

2.3,9 The database on the computer system, while quite sophisticated, has 
not been maintained in a current manner, in many cases because data on 
the Register, as supplied by Departments, was inadequate. This 
situation is expected to be rectified once the introduction of market 
rents and installation of the new computer system (presently with the 
Tender Board) takes place. 

2.40 The database is currently being checked for accuracy against 
departmental data and updated as necessary. 

Current Situation 

2.41 The Register was not updated in early 1986 to reflect current 
occupancy details. 

Unoccupied Houses 

Background Information 

2.42 Prior to July 1985 the Ministry of Education's Teacher Housing Unit 
provided GEHA with a computerised listing of unoccupied residences on 
a fortnightly basis. An officer of the Teacher Housing Unit recorded 
on this list the period that each house had been unoccupied, whether 
it was to be disposed of or whether it was rented to an outsider. In 
addition, a manual card systan was maintained by the Teacher Housing 
Unit to record tenancy details. 
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2.43 Audit was advised that the abovementioned fortnightly procedure ceased 
in July 1985 due to the time involved in preparing this information 
and because GEHA was advised of vacancies on an individual basis via 
"Rent Adjustment Notices" issued by the Teacher Housing Unit. 
Apparently, the listirg of unoccupied houses would be provided to GEHA 
when requested. A listing, supplied to GEHA in early 1986, identified 
houses which ranained unoccupied after the January allocation of 
houses to teachers. 

Audit Observations 

2.44 Audit observed that: 

(1) In January 1986 the most recent computerised listing of 
unoccupied houses, supplied to GEHA, was dated 20 June 1985. 

(2) Vacancy details, recorded in a GEHA computerised listing of 
vacant residences produced for audit at 16 December 1985, were 
substantially different to information recorded on the manual 
card system kept at the Teacher Housing Unit. 

(3) The computerised report produced by the Ministry of Education 
was not conpletely accurate as 10 houses disposed of and 6 
houses rented privately by GEHA, were listed on the computerised 
report of unoccupied residences. 

(4) GEHA had not ironitored on a regular basis the extent of 
unoccupied houses. A review of the Ministry of Education's 
computerised Unoccupied Residence Register as at 8 January 1986 
and associated records Kield at the Teacher Housirg Unit revealed 
that 51 houses had been unoccupied for more than 6 months. 5 
properties appeared to be vacant for more than 6 years. 

2.45 The consequences of unoccupied houses were both the under utilisation 
of resources and the potential vandalism to such properties. 

Audit Recommendations 

2.46 It is essential that GEHA maintain a systan to indicate which houses 
are vacant at any point of time, in order to be in a position to 
advise other government agencies of available houses for 
accommodation. Measures should be taken by GEHA to ensure that all 
advices fron the Teacher Housing Unit, relatirg to tenancy details, 
are promptly processed so that accurate vacancy reports may be 
regularly produced and monitored by management. 

2.47 Houses which remain unoccupied for a considerable lergth of time, for 
example 6 months, should be investigated by management with a view to 
disposal. 

Authority Reply 

2.48 The Authority is dependent upon departmental notification of vacant 
properties. There are two elements to this issue: 

(1) disagreement between the Departments and GEHA concerning 
valuations lead to considerable 'lelays in disposal of nominated 
stock. That matter is now resolved. 

(2) 
19S6, and vt wvll be vn 
Once notified, GEHA wi 
dispose of the property. 
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2.49 The implementation of GEHA's new organisational structure, updated 
database and new computer system will enable appropriate new 
procedures tx) be developed. 

2.50 Current Si tuat ion 

Government policy current ly precludes Departments from beirg b i l led 
for vacant p roper t i es . List ings of unoccupied houses are forwarded 
from the Ministry of Education to GEHA on a frequent basis in order 
for such houses to be considered for d isposal . 

R e n t a l of Houses t o P r i v a t e Tenants ( R e f e r t o p a r a . 2 . 5 1 - 2 - 6 7 ) 

Background Information 

2.51 Section 13(3) of the Act empowers GEHA to l e t houses a t such rent and 
conditions as i t thinks f i t if i t i s s a t i s f i ed that any house i s not 
immediately required for the purposes of the Act. 

Loss o f Revenue - P r i v a t e Tenant R e n t a l s 

Audit Observations 

2.52 An examination by audit of the Authori ty 's debtors ledger on 
12 January 1986 indicated that 146 houses were rented to pr ivate 
t enan ts , ^^parently, the number of houses avai lable for pr ivate rental 
in p r ior years fluctuated between 40 to 60. The dramatic increase in 
houses current ly available for pr iva te renta l was a t t r ibu ted to the 
delay in disposing of maintenance intensive houses and houses surplus 
t o the needs of the Authority. (Refer to para. 2.77, 2.78, 2.79 and 
2.80 for deta i led comments.) 

2.53 Audit examination disclosed that pr iva te tenants had been charged the 
same rent as teachers, which was based on a percentage of cost 
recovery. Rental income from pr iva te tenants for the period 1 January 
1985 to 31 December 1985 amounted to approximately $152 120. Assumirg 
tha t the same number of houses could have teen rented pr ivate ly if 
market rent had been charged, audit estimated tha t , based on market 
r en ta l s a t 30 June 1985 obtained fran the Valuer-General in December 
1985, an addi t ional $72 000 could have teen received in rental 
i ncome. 

Audit Recommendation 

2.54 Private tenants should te charged market rent . 

R e s i d e n t i a l Tenancy Agreements 

Audit Observation 

2.55 Five examples were noted where there was no evidence on house f i l e s to 
indicate whether GEHA had re-negotiated tenancy agreements with 
p r iva te tenants for continued occupancy. 

2.56 Problems may te encountered in enforcing tenancy arrangements if 
r e s iden t i a l tenancy agreements have not teen entered into tetween GEHA 
and i t s pr iva te tenants . 
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Audit RecomierxJation 

2.57 Private tenancy arrangements should be formalised. 

Renewal of Tenancy Agreements 

Audit Observation 

2.58 GEHA notified private tenants in Decanber 1985, prior to expiry of 
tenancy agreements in January 1986, that if houses currently occupied 
were not required for teacher acconmodation, then GEHA vould be 
willirg to negotiate for an extension of their respective tenancy 
agreements. 

2.59 This offer was made to all private tenants even though sane were in 
arrears. 

2.60 Four tenants with a history of rent arrears had their tenancy 
agreements renewed by GEHA. 

Audit Reccmmendations 

2.61 Provided extenuating circumstances are not present, tenancy agreements 
should not te renewed in situations v^ere a history of rent arrears 
occur. 

Statement of Rights and Duties 

Audit Observation 

2.62 Pursuant to Section 87(1) of the Residential Tenancies Act 1980 a 
landlord under a tenancy agreement shall give to the tenant, not later 
than the day on which it is agreed that the tenant is to enter into 
occupation of the rented premises, advice as to the rights and 
obligations of landlords and tenants under tenancy agreements. 

2.63 A panphlet recently issued by the Ministry of Consumer Affairs sets 
out the details of such a statement. 

2.64 GEHA did not advise private tenants of the rights arx3 obligations of 
landlords and tenants as prescrited by the Act. 

Audit Recommendation 

2.65 To effectively establish the rights and obligations of the landlord 
and private tenants, GEHA should comply with the requirements of the 
Act in future. 

Authority Reply 

2.66 The implementation of the Cabinet decision of 28th April, 1986, 
requiring all Departments to remit, either to GEHA or to DMB, rental 
payments based on market rental figures, will ensure that subsidised 
rentals to private tenants no longer occurs, 

2.67 A review of procedures relating to tenancy agreements with private 
tenants will be implemented. 
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Maintenance of Houses 

BackgrourxJ Information 

2.68 Maintenance of GEHA houses is arranged by the Ministry of Housing. The 
Ministry of Housirg operates 26 regional offices located in country 
centres. Each centre is regarded as a maintenance area. The 
maintenance budget for 1985-86 of $1 670 000 is allocated amongst the 
26 maintenance areas on the basis of the number of houses in each 
area, maintenance requests from each area and maintenance expenditure 
for 1984-85. Various personnel expenditure delegations have teen set 
by GEHA. 

Audit Observation 

2.69 Maintenance was performed on a needs basis and a cyclical maintenance 
program had not teen developed for each maintenance area. 

Audit Reccmmendation 

2.70 Ihe development of a cyclical maintenance program would provide a more 
systematic prc>:;ess for maintaining GEHA houses. 

Authority Reply 

2.71 The present dependence on the Ministry of Housing for this function 
has caused difficulties for the Authority. It is intended that GEHA 
develop its own maintenance section. A review is to be undertaken of 
this function in July 1986. It is recognised that maintenance 
allocation to regions has been somewhat arbitrary in the past, and 
that programs based on cyclical needs are required. A Life Cycle 
Costing model is being investigated by the Authority to improve 
housing stock control. 

Current Situation 

2.72 A de ta i led draf t report on a proposed GEHA maintenance network was 
f inal ised in Octoter 1986 and recommends that GEHA es tab l i sh Regional 
Maintenance Offices, responsible for the maintenance of a l l renta l 
housirg stock within pre-defined regions. 

Disposal of Houses 

Background Inforination 

2.73 The alternative methods of disposal followed by GEHA are to: 

(1) offer the house to the client department; 

(2) offer the house to the tenant; 

(3) offer the house to the Ministry of Housing; 

(4) offer the h:)use to the Ministry of Education for sale by the 
Department of Conservation, Forests and Lands; 

(5) sell by public auction, 

(6) sell by private treaty; 

(7) ranove or demolish. 
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Audit Observation 

2.74 GEHA's disposal policy did not provide for advising other public 
sectt^r organisat ions of GEHA houses l i s t e d for d i sposa l . 

2.75 As a r e s u l t , the s i t ua t ion could a r i s e vrfiere GEHA disposes of a house 
required by another public sec tor organisa t ion . 

Audit Reccmmendation 

2.76 The provision of tousirg to government employees could te improved if 
a l l public sector organisat ions were advised of GEHA houses l i s t e d for 
d i sposa l . 

D e l a y s in D i s p o s a l of Houses 

Background Information 

2.77 GEHA disclosed in i t s 1984/85 Annual Report t h a t : 

"a t 30 June 1985 173 un i t s were l i s t e d for d i sposa l . More than 
half of these have teen l i s t e d for over two yea r s . The disposal 
l i s t represents 7.8% of GEfiA's housirg stock with an estimated 
market value of $4 670 000". 

2.78 The following conments were made in the report to explain the delays: 

"Considerable d i f f i cu l ty i s faced by the Authority in 
endeavouring to dispose of many of these proper t ies where the 
housing i s located on Crcwn or Education Department land to 
which GEHA does not hold t i t l e . Legal advice has teen received 
which indicates that the Authority is e n t i t l e d to freehold t i t l e 
t o many of these p rope r t i e s . However, extensive delays are teing 
encountered in the processing of these matters which hanper the 
r a t i o n a l i s a t i o n program". 

Audit Observations 

2.79 As a t January 1986 audi t observed 36 examples of houses retained by 
GEHA which had teen earmarked for disposal p r io r to Novemter 1984. 
Ten houses had teen l i s t ed for disposal since November 1982. 

2.80 Whilst awaiting disposal to te effected, GEHA temporarily rented sone 
of these h)u;5es bo p r iva te tenants . However, according to the Ministry 
of Education's Unoccupied Residence Register a t 8 January 1986 and 
associated records, ce r t a in houses to te disposed of haj teen vacant 
for a considerable period of tijne. One house, earmarked for disposal 
in June 1982, had teen vacant since May 1979. 

2.81 As a consequence, the rationali-sation of GEHA's housirg stock was 
delayed and ce r t a in houses had not teen fully u t i l i s e d . 

Audit Reccmmendatiqri 

2.82 Houses should te disposed of in a timely manner. 

Authority Reply 

2.83 The timeliness of disposals is frequently dependent, for titles 
purposes, upon the Department of Conservation, Forests and Lands. At 
present delays are being experienced in providing clear titles. 
However further action is being taken to improve this situation. 
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Current Situation 

2.84 Audit was informed that approximately 1 000 houses are in the "not 
required to occupy" category arxJ it is anticipated that, in tte 
majority of these cases, disposal will te effected in the next 18 
months. 

Performance Indicators 

Audit Observation 

2.85 GEHA had not established performance indicators. Audit was advised, 
however, that this matter had teen considered by the Authority and was 
currently under review. 

Authority Reply 

2.86 This matter is under review. 

Statement of Account - Ministry of Housing 

Background Information 

2.87 The Ministry of Housirg pay acccounts on tehalf of GEHA. A Statement 
of Account is forwarded by the Ministry of Housing to GEHA normally on 
a monthly tesis, for reimbursement of costs incurred on tehalf of the 
GEHA. The statement lists itans which include costs relatirg to 
maintenance, modernisation and capital works in progress (building 
contracts). 

Audit Observation 

2.88 Anounts claimed by the Ministry of Housirg were not supported by 
schedules, identifying sufficient information to enable GEHA to verify 
the accuracy of anrounts claimed for reimbursement. Anounts claimed by 
the Ministry from 1 July 1985 to 30 Novemter 1985 amounted to 
$1 268 814. 

2.89 Insufficient itemisation of an account could result in an overpayment 
to the Ministry. 

Audit Reccmmendation 

2.90 To improve control procedures over the payment of accounts. Statements 
of Accounts should te itemised and verified by GEHA prior to payment. 

Authority Reply 

2.91 The Authority has been transferred from the Ministry of Housing to the 
Department of Property and Services but remains dependent upon the 
Ministry for its accounting, maintenance and modernisation functions. 
This lack of direct control has caused many operational problems which 
will be resolved by 1 July 1987 when the Authority takes over direct 
responsibility for all its functions, particularly those related to 
maintenance of housing stock. 

2.92 Limited staff resources and some inter-departmental procedures have 
hindered the development of efficient accounting mechanisms. The 
increased resourcing of the accounting function will facilitate this 
matter. For example, it is intended that verification of accounts 
prior to payment will occur under the directly controlled operation. 
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Other Genera l Comments c o n t a i n e d i n t h e A u t h o r i t y Reply 

2.93 The Autority has had limited staff resources to perform the varied 
duties required in setting up systems and procedures. With the 
introduction of a new organisation structure and increased staff 
resources (presently in hand) this situation should be rectified. 
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3. RURAL WATER COMMISSICMI 

Overview 

3.1 The Rural Water Ccmmission provides anployee housirg to enable the 
e f f i c i en t and effect ive staffing of country centres and place s taff in 
the most ^ p r c p r i a t e loca t ions . 

3.2 At the date of audit the Ccmmission operated approximately 660 houses 
(including 39 construction houses), 31 River Murray Ccmmission houses 
and a small numter of caravans and burigalows throughout 20 country 
d i s t r i c t s . 

3.3 Followirg an in terna l review by the Cormission into the object ives , 
p o l i c i e s , procedures and starxlards for the provision of employee 
housirg, de ta i led guidelines for housirg management were incorporated 
in to a Manual of Housirg which was issued to a l l managers in February 
1985. 

Audit O b s e r v a t i o n s and Recommendations 

I n v e n t o r y of Housing 

Background Information 

3.4 The Water (Central Management Restructuring) Act 1984 requires that 
the Board of the Ccmmission sha l l ensure that adequate control is 
maintained over asse ts of, or in the custody of, the Rural Water 
Ccmmission. The Commission's "Manual of Housirg" requires that the 
Corporate Services Section of the Commission te responsible for 
maintaining an up-to-date housing inventory. 

3.5 There are s ix separate inventory l i s t i n g s e i the r compiled, or in the 
prcx:ess of teirg compiled, to record various housirg de t a i l s in 
addit ion to separate records maintained by each d i s t r i c t centre . 
Deta i l s of the l i s t i n g s follow: 

(1) Detailed inventory of housirg prepared as at 1 January 1982 
which includes a l l r e s iden t i a l housirg with the exception of 
construct ion houses and houses maintained on tehalf of the River 
Murray Commission. The inventory i s divided into 2 pa r t s 
- residence descript ion and financial data/residency. 

(2) Inventory l i s t i r g prepared for the Goverrment Employee Housirg 
Authority (GEHA) in August 1985. 

(3) Construction Services section of the Commission maintain a copy 
of the l i s t i r g a t 1 January 1982 which i t manually updates when 
a house i s purchased, bu i l t or disposed of. 

(4) Property and Legal Services section of the Ccmmission maintain 
an extensive card system to record legal dealings associated 
with a l l property holdings of the Commission. 

(5) Asset r eg i s t e r s are in the process of teirg ccmpiled by the 
Accounting Services section of the Ccmmission. 

(6) L i s t i rg of bungalows held by the Secre ta r ia t section of the 
Ccmmission. 
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Audit Observations 

3.6 The detailed inventory of housing cotpiled at 1 January 1982 was not 
maintained on an up-to-date basis; the accuracy of various other 
inventory listings was questionable; inventories were inccit̂ jlete; and 
a consolidated inventory was not kept by the Cotmission. 

3.7 Detailed audit comments follow: 

(1) Although a detailed inventory of housirg was prepared as at 
1 January 1982, the Carmission had not maintained this inventory 
on a continuous basis. In response to a request of 20 June 1985 
fron the Chairman of GEHA for certain information regarding 
the Ccmmission's housing stock, the inventory listing as at 
1 January 1982 was used as a base in order for the Conmission to 
compile a current list of houses. In supplying the information 
to GEHA on 13 August 1985, the Secretary of the Ccmission 
informed the Chairman of GEHA that "due to the magnitude of the 
task the deadline of 5 July 1985 could not te met". 

The consequences of not maintainirg the detailed inventory of 
housirg on an up-to-date basis were that the effective 
monitoring by management of the Ccmmission's housing activities 
and the capacity of management to provide current housirg 
information on a timely basis were restricted. For example, the 
maintenance of an up-to-date inventory of housir>g would have 
enabled the Ccmmission to provide the required information to 
GEHA within the prescrited deadline. 

(2) Audit was advised that the inventory listirg supplied to GEHA 
was compiled in a short period of time and that in some 
instances, from verbal information supplied by various district 
centres. As this information was not supported by written 
confirmation, the accuracy of the listirg is questionable. 

In accordance with the requiranents specified by GEHA, the 
listirg recorded the location of each house, its occupant, 
classification of occupant and whether or not the occupant was 
required to occupy the house as a condition of employment. 
However, the listing should not te regarded by the Ccmmission as 
a complete inventory of houses tecause it lacked a numter of 
important features such as condition, historical cost and 
operating and capital costs for each house. 

There was no official line of communication for information to 
be supplied to Construction Services in order for its inventory 
listing to te updated. As a result there must te seme doubt as 
to the accuracy of this inventory listing. 

As a consequence, incorrect information disclosed in inventory 
listings may have resulted in incorrect decisions teing made by 
users of this information. 

(3) It was also brought to the notice of audit that the inventory of 
housirg as at 1 January 1982 and the list supplied to GEHA did 
not include all housirg property owned or managed by the 
Commission. Properties not recorded on the inventory included: 

(a) construction houses and mobile homes located at 
construction projects; 

(b) caravans; 
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(c) bungalows; and 

(d) properties managed by the Ccmmission on tehalf of the 
River Murray Cotinission. 

The non recording of all housirg properties in the inventory of 
housirg may have resulted in a lack of physical control over 
these assets. 

(4) It was oteerved that a consolidated inventory of housirg had not 
been established by the Cotmission. 

The maintenance of a numter of inventory listings, rather than 
one consolidated inventory of housirg, resulted in an 
inefficient use of resources and a duplicaton of records. 

Audit Recommendations 

3.8 (1) Although it is recognised that the Ccmmission's activities are 
decentralised into various district centres and each centre is 
responsible for the administration of its housirg through a 
District Housirg Committee, it is nevertheless essential that a 
consolidated inventory of housirg te compiled and regularly 
maintained in order for the Ccmmission to effectively manage its 
resources associated with the provision of housirg. 

(2) It is also desirable that housirg reports te prepared by Head 
Office on a district basis so that each Officer in Charge and 
each District Housirg Committee will have sufficient information 
to effectively administer their respective housirg resources. 

Conmission Reply 

3.9 The Commission reply included the following comments: 

(1) Specific criticism has been made of a Commission Housing 
Inventory and it is important that certain misconceptions be 
clarified. 

(2) It is stated that a consolidated inventory of housing had not 
been established and that instead, a number of separate 
inventory listings result in inefficient use of resources and 
duplication of records. This in fact is not the case as the 
Commission considers the January 1982 Inventory as its 
consolidated listing, although it is acknowledged that it has 
not been effectively updated. The other "listings" detailed by 
audit are not considered as inventory listings. These documents 
are produced for specific purposes irrespective of the 
consolidated inventory, 

(3) With regard to the current development of an asset register for 
all Commission assets, some housing details will of course he 
included in such a register and some duplication with the 
housing inventory is inevitable. 

(4) While there may be a case of bungalows to be included in the 
inventory, a separate listing is maintained to monitor the 
demand for, and potential mobility of bungalows, so they can be 
re-located when available. It is considered that a separate 
listing for this specific purpose is valid. 
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(5) It should be clarified that oonstruotion houses, mobile homes 
and caravans located at construction projects are considered as 
part of those projects and rray be disposed of or transferred to 
other sites on completion of projects. It is inappropriate for 
these properties to be included in the Inventory. 

(6) With regard to River Murray Comrrrtssion houses, these are not 
Commission assets and nuintenanoe is carried out only at the 
request of the River Murry Commission. Accordingly, H ie 
inappropriate for these houses to he included in the Inventory, 

Current Si tuat ion 

3.10 The consolidated inventory of housing was updated in May 1986. 

S c h e d u l e o f O f f i c i a l R e s i d e n c e s e i t h e r Vacant o r Occupied 
by I n e l i g i b l e T e n a n t s or o c c u p i e d P r i v a t e l y 

Background Information 

3.11 According to the "Manual of Housing", the Schedule of Off ic ia l 
Residences i s to te submitted quar te r ly by D i s t r i c t Engineers by 
15 January, Apri l , July and Octoter each year . Nil re turns are to te 
submitted if no houses are vacant. This schedule includes information 
concerning the date when the residence was vacated, expected date of 
reoccupation by an e l i g i b l e tenant arvj whether there i s a continuing 
need to r e t a in the house for occupation by e l i g i b l e personnel . The 
Ccmmission's Corporate Services sect ion i s responsible for advisirg 
GEHA of vacant Ccmmission residences ava i lab le for tenanting by 
goverrment enployees. 

3.12 Schedules when received are f i led in Central Regis t ry . 

3.13 Commission policy p re sc r i t e s a numter of job c l a s s i f i c a t i o n s within 
the profess ional , adminis t ra t ive , technical and f i e ld s ta f f categories 
in which the of f icer concerned i s e l i g i b l e for Ccmmission res iden t i a l 
housirg . In addi t ion, exanpt anployees performing dut ies in l ieu of 
s t a f f for extended periods and construct ion personnel are a lso 
e l i g i b l e for housing. 

Audit Observations 

3.14 Audit oteerved that: 

(1) approximately 75 per cent of the required numter of schedules 
had not teen submitted by District Engineers; 

(2) no control procedure had teen developed at Head Office to verify 
that all returns had teen forwarded regularly; 

(3) the schedules were not filed in any logical order; 

(4) there was no evidence to indicate that the schedules had teen 
reviewed; 

(5) it was not possible to determine whether information had teen 
supplied to GEHA; and 
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(6) a large numter of D i s t r i c t Engineers vere completing the former 
form v*iich i s now superseded t i t l e d "Return of Official 
Residences e i t he r Vacant or Rented Pr ivate ly v^ich did not 
d i sc lose ine l ig ib le tenants . 

3.15 The impact of the prescr i ted schedule not teirg submitted to the 
Commission was to l imit the review by management of the extent of 
Commission residences e i t he r vacant or occupied by ine l ig ib le 
Ccmmission enployees or pr iva te tenants . Refer to Paragraphs 3.18 and 
3.23 for deta i led ccmments. 

Audit Recommendations 

3.16 I t i s e s sen t i a l tha t the occupancy of Ccmmission residences te 
ef fec t ive ly monitored. Management should ensure tha t : 

(1) the prescr i ted schedule i s regularly completed by Dis t r i c t 
Engineers; 

(2) proper control procedures are established over these schedules; 
and 

(3) schedules are regularly reviewed by management. 

3.17 The Ccmmission should a lso record a l l instances of GEHA teing advised 
of vacant houses in order to provide evidence of compliance with i t s 
documented policy in t h i s area. 

Vacant Houses 

Audit Observations 

3.18 Of the 604 houses l i s t ed on the inventory supplied to GEHA in August 
1985, 35 houses were recorded as teirg"vacant. 5 houses had teen 
unoccupied since Decanter 1984. A review by audit of the respective 
house f i l e s and the f i l e containing Schedules of Vacant Official 
Residences indicated tha t , in most cases, i t was not possible for 
audi t to determine the reasons for the houses irt question to te 
unoccupied and the future requirement for retaining these premises. 

3.19 Vacant houses resu l t in the under u t i l i s a t i o n of resourc:es under the 
Commission's control and the potent ia l vandalism to such proper t ies . 

Audit Recommendation 

3.20 Management stould ascer ta in the reasons for houses teirg unoccupied 
and whether there i s a continuing need to re ta in such houses for 
occupancry in time by e l i g ib l e personnel. If a need cJoes not ex i s t , 
then measures should te taken to dispose of the vacant propert ies 
e i t h e r by sale to the public or to another government organisation. 

Houses o c c u p i e d by I n e l i g i b l e Commission Employees or 
P r i v a t e Tenants 

Background information 

3.21 The Ccmmission's housirg objectives a re : 

(1) to enable the e f f i c i en t , effect ive staffing of country centres 
by ensuring that such staffing arrangements are not inhibited by 
the requirement of s taff to provide the i r own pr ivate 
accomnodation; and 
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(2) to place staff in the most appropriate location having regard to 
the operatirg requirements of the position they occupy. 

3.22 In response to a letter of 20 June 1985 from the Chairman of GEHA 
requesting information regardirg the Ccmmission's housing stock, the 
Secretary of the Commission informed the Chairman on 13 August 1985 
that: 

"Although some residences are shown as not required to te 
occupied at present, most of these would normally te occupied by 
'required to occupy' tenants should all vacancies te filled. It 
is Ccmmission policy to have residences occrupied rather than te 
left vacant and when it tecomes evident that a position will not 
be filled for a lorger than average time, arrangements are made 
for that residence to te occupied for a short term, either by an 
ineligible tenant or by a private individual." 

Audit Ctoservations 

3.23 Audit noted 8 instances vihere ineligible Ccmmission emplcyees or 
private tenants speared to reside in Commission houses for more than 
a year. There was only minimal information on files kept at the 
Ccmmission to explain the future requirement for retaining these 
houses. 

3.24 Rental income was foregone as a result of ineligible employees teing 
charged the same reduced rental as eligible employees. 

Audit Recommendation 

3.25 To improve the economy and effectiveness of housing activities, 
procedures should te in place to enable managanent to review the need 
to retain houses which are occupied for long periods by either 
ineligible Ccmmission employees or private tenants. 

Conmission Reply 

3.26 The Commission generally agrees with Audit recommenddtion in respect 
of conducting reviews when houses became vacant, the monitoring of 
occupancy of residences, eligibilty and disposal of unwanted houses 
through appropriate management procedures. It is pointed out that such 
procedures are specifically detailed in the Commission's Housing 
Manual, although it is acknowledged that compliance by all Branches of 
the Commission has not occurred and the degree of monitoring has been 
less than desirable. 

Current Situation 

3.27 Regions have teen requested to identify houses in the "required to 
occupy" category so that measures can te taken to sell the remaining 
surplus houses. 

Rental Computations for Casual Employees 

Background Information 

3.28 Rental for casual employees is determined by the Ccmmission. Casual 
employees pay a standard rate of $16.90 per week for a standard 3 
bedroon house or a percentage of standard for other types of 
accommodation such as: 
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(1) a 4-bedrocm house 110% of starxiard 
(2) an Eildon flat (any type) 80% of standard 
(3) a family caravan 50% of standard 
(4) a mobile heme (1965 model) 75% of standard 
(5) a mobile home (1975 model) 90% of standard 

3.29 Tenants pay all charges in relation to electricity, gas arx3 excess 
water. The Ccmmission pays municipal and water rates. 

Audit Cfeservation 

3.30 Audit was advised that the rental rate of $16.90 per week was based on 
1978 wage levels and had not teen updated sinc» that time. At the date 
of audit approximately 48 houses were rented to casual employees. 

3.31 As a result rental income, generated from houses occupied by casual 
employees, had not teen maximised. 

Audit Recommendation 

3.32 The Ccmmission should undertake annual reviews of rental payable by 
casual employees to reflect the ongoing increases in salaries and 
costs. 

Current Situation 

3.33 Audit was informed that, in view of the current government policy 
concerning the eventual sale of houses in the "not required to occupy" 
category, the Conmission ckies not see a need to review the rental 
payable by its c:asual employees. 

Collection of Rent 

Background Information 

3.34 Revenue frcm house rentals amounted to $830 400 in 1985/86. Audit was 
informed that rental deductions from permanent employees are performed 
at Head Office and rental deductions from temporary officers are 
undertaken by the various district centres. Private tenants pay their 
rent to the district centres and the respective centres forward the 
proceeds for rent to Head Office. 

3.35 

Audit Observations 

(1) The Revenue Section at Head Office accepted rental collectioris 
in respect of rented houses without reconciling to control 
totals 

3.36 (2) A nominal rental tese to identify the total potential income 
receivable if all houses had teen rented was not established by 
the Ccmmission. 

3.37 As a consequence the total rental income due to the Conmission, 
in respect of rented houses, may not have teen collected. In 
addition, the extent of rental income foregone, as a result of 
houses ranaining vacant, was not monitored or controlled. 
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Audit Reccnmendation 

3.38 (1) Control over rental collections would te strengthened by 
establishing a control mechanism at Head Office to verify that 
rental collections are complete and accurate. The clevelcpment of 
a suitable checkirg medium would provide for a more effective 
systan for controlling the collection of rent. 

(2) The monitoring of rental collections against a nominal rental 
base would identify the extent of residences not teing occrupied 
and officers not paying rent. 

Conmission Reply 

3.39 The Commission agreed with the Audit recommendation for^ the 
establishment of a rental control mechanism at Head Office and it is 
intended that this he done as soon as the existing inventory has been 
updated. 

Current Situation 

3.40 Audit was informed that a rental control mechanism has not yet teen 
established although it is prcposed that appropriate measures will te 
developed after other priorities are met by the Ccmmission. 

Performance Indicators 

Audit Observations 

3.41 Although the Commission had established performance indicators in 
relation to its legislative objectives and its major managanent 
requirements, no performance indicators had teen developed for the 
housirg function. 

3.42 Audit was advised that it is intended that performance indicators will 
be established after other more urgent priorities are met by the 
Commission. 

Audit Reconmendation 

3.43 Performance indicators should te developed so that information will te 
available for managanent to monitor actual performance against 
objectives set for housing activities. 

Other General Comments Contained in the Commission Reply 

3.44 As a general comment, the Commission acknowledges that there are 
inadequacies in the management of its housing stock and while many of 
these matters have been addressed and strategies developed to overcome 
them, for a number of reasons implementation has been slower than 
desirable. Organisatonal restructuring, involving transfer of a number 
of housing management functions to the newly-formed Corporate Services 
Section, has contributed to this situation. 

3.45 In conclusion the Commission acknowledges that much of the Audit 
groups comments and recommendations are valid but re-iterates that 
strategies have been formulated to overcome most of the deficiencies. 
The Commission's Corporate Services Section is currently addressing 
these problems and will institute an implementation program. 
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4 . DEPARTMEMT OF COHSERVATION, FORESTS AHD LAHDS 

O v e r v i e w 

4.1 An Order-in-Council, effect ive from 2 Novanter 1983, required that the 
Ministry for Conservation, the Forests Ccmmission and the Department 
of Crown Lands and Survey te analgamated to form the Department of 
Conservation, Forests and Lands. 

4.2 As a t February 1986 the Department operated approximately 490 houses 
a t a t o t a l value of ^proximately $17 mi l l ion . The s t ructure of the 
Department comprises various divis ions and regions. In general , the 18 
regional off ices are responsible for providirg employee housirg, 
however approximately 22 houses are administered by cer ta in divisions 
of the Department. Audit was advised tha t no houses had teen disposed 
of since the Department was created. 

4.3 Due to the c3ec:entralised nature of the Department's housing 
a c t i v i t i e s , audit v i s i t ed 6 regions, control l ing 132 departmental 
houses, to obtain a representat ive overview of housirg proc:edures. 

4.4 Audit was informed by senior off icers of the Department that housirg 
was given a low p r io r i t y tecause of the d i f f i c u l t i e s and complexities 
involved in the amalgamation of 3 organisations into one 
acininistrat ive un i t . Audit i s cognizant of the fact that cer ta in audit 
observations may r e l a t e to prac t ices which were in i t i a t ed pr ior to the 
crea t ion of the Department, 

Audit O b s e r v a t i o n s and Recommendations 

Documentat ion of O b j e c t i v e s , P o l i c i e s and Procedures 

Audit Observations 

4.5 Audit was advised tha t due to the complexities involved in the 
amalgamation of the 3 former organisat ions, the Department has had to 
meet other p r i o r i t i e s of a rtore urgent nature than housirg. As a 
r e s u l t , the Department had not formulated and documented object ives , 
po l i c i e s and procedures for i t s housing function. Audit noted a numter 
of ctocuments which disclosed various information concerning polic:y 
formulation, however no po l ic ies had teen formally r a t i f i e d . 

4.6 The consequence of object ives , po l ic ies and prcx:edures not teing 
c l ea r ly formulated and documented i s that housing prac t ices may te 
inconsis tent ly applied throughout the Department. Furthermore, the 
Department may te retaining houses which are not needed (Refer to para 
4 .24) . 

Audit Recommendation 

4.7 The Department should take more posi t ive action to formulate and 
document housirg object ives , po l ic ies and procedures. 

Departmental Reply 

4.8 The reply included the following comments: 

The audit recommendation to formulate objectives, policies and 
procedures and incorporate them into a manual of housing is noted. 
The responsibility for co-ordinating this task has been allocated to 
the Regional Support Branch in the Division of Regional Management. 
It is envisaged that a manual will he completed by 30 September 1986. 
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4.9 Many officers of former agencies of this Department occupy 
Departmental residences under airoumstanaes vhieh clearly can be 
interpreted as a direction to occupy. The changing requirements of 
this Department mean that these oaoupanaies may not meet the "required 
to occupy" criteria currently being developed. This may develop into 
an industrial issue which will have to be resolved before the 
Department's "required to occupy" policy can he implemented. 

4.10 Criter*ia recently adopted by the Department for "required to occupy" 
are: 

(1) Houses where occupancy ensures a departmental presence for out 
of hours duties eg. National Parks, departmental nurseries. 
Snobs Creek hatchery. Royal Botanic Gardens, Department depots, 
etc. 

(2) Houses in locations where provision of departmental housing is 
necessary to attract or retain a departmental presence eg, 
Bendoc, Speed, Toolangi, etc. 

4.11 Approximately 125 of the Department's houses are covered by these 
criteria. "These will all be positively identified in the course of 
transferring stock to GEHA. The identification process should be 
completed by 30 September 1986. 

Current Situation 

4.12 In Octoter 1986 a document cx>vering po l i c i e s and procedures r e l a t i r g 
t o tenancy, disposal or t r ans fe r of housirg stock was issued to 
regional managers. 

4.13 Regional managers have teen requested to identify "required to occxipy" 
houses by 28 Novemter 1986 accordirg to the c r i t e r i a prescribed by the 
Department of Management and Budget in Septanter 1986. 

I n v e n t o r y of Housing 

Background Information 

4.14 Each regional off ice maintains a l i s t of houses under i t s control . 
Senior regional of f icers are responsible for the a l loca t ion of houses 
located in each region. Residence f i l e s are kept in various divisions 
a t Head Office. 

Audit Observations 

4.15 Audit noted tha t : 

(1) the Department did not maintain a cent ra l consolidated inventory 
of housirg; 

(2) tenancy d e t a i l s kept a t regional off ices varied tetween no 
records teirg maintained a t seme regional off ices to 
comprehensive manual l i s t i n g s a t o thers ; and 

(3) information recorded on residence f i l e s kept a t Head Office was 
ne i ther current nor ccmplete. 
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4.16 As a consequence of inadequate inventory records, managanent did not 
have suf f ic ient information from virtiich to monitor the Department's 
housirg a c t i v i t i e s . 

4.17 Audit was advised that the Repair ar>d Maintenance Section of the 
Department's Ergineerirg and Technical Services Branch was in the 
process of compiling a l i s t i r g of a l l cJepartmental houses and 
introducing a new numtering system for a l l departmental bui ldings. 

Audit Recommendations 

4.18 (1) Management should compile a complete inventory of housirg 
incorporating features such as house type, locat ion, condition, 
occupancy and financial d e t a i l s cxsncernirg ren t , house cx)st / 
valuat ion, depreciat ion, maintenanc:e and modernisation 
expenditure; and 

(2) A standard approach for recording tenancy d e t a i l s and other 
relevant information should te adopted by each region. 

Departmental Reply 

4.19 Preparation of a central consolidated inventory has now been 
completed. The inventory does not yet include the historical cost and 
depreciation of houses nor details of maintenance or upgrading 
expenditure. Other details can he added as necessary and maintenance 
of the inventory should now be relatively simple once instructions 
concerning this issue have been forwarded to regions. 

4.20 Audit's point concerning tenancy details, or lack of them, is noted 
and steps will he taken to correct this situation. 

4.21 Given that one of the main tenets of the departmental amalgamation is 
the devolution of power and delegation of authority from a central to 
a regional base, it is no longer considered necessary to maintain 
cur-rent or complete residence files at Head Office. However, the 
Engineering and Technical Services Branch's listing is 'complete. 

R e t e n t i o n of S u r p l u s Houses 

Background Information 

4.22 In Octoter 1984 operations managers were requested by the Director of 
the Regional Management Division to review the circumstances under 
which anployees were "directed to occupy" departmental houses. The 
following guidelines were issued as the bas is upon which to determine 
whether each off icer was directed to occupy each respective house. 

"An of f icer should te directed to occupy a specif ic residence 
whenever i t i s in the Department's i n t e r e s t s that he cto so. In 
general terms where i t i s desi rable for the Department to 
maintain or e s t ab l i sh a presence in a pa r t i cu l a r locat ion, in 
such circumstances i t \«ould te acceptable to d i rec t an off icer 
t o occupy a residence." 

4.23 Audit was advised that no houses have teen disposed of since the 
Department was es tabl ished. 
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Audit Observations 

4.24 Audit observed tha t a subs tan t ia l numter of houses were not required 
by the Department. Detailed comments follow: 

(1) Certain houses had not teen disposed of even though the regions 
concerned considered tha t these houses were not needed, due to 
t h e i r poor corxiition arxi excessive cos t s required t o upgrade 
than to an acceptable standard. 

(2) In audit opinion, the amalgamation of the 3 former organisat ions 
in to the Department should have resul ted in the r a t i o n a l i s a t i o n 
of housirg stock. 

(3) On 17 Octoter 1985 the Regional Manager of the Geelong region 
not i f ied the Regional Support Manager tha t only 3 houses out of 
the reg ion ' s 23 houses were in the "required to occupy" 
category. 

(4) On 25 Octoter 1985 the Regional Manager of the Ba l l a r a t region 
no t i f ied the Regional Support Manager t ha t of the 16 houses 
located in the Bal la ra t region, 4 were vacant, 3 were to te 
vacated in the near future by s ta f f building t h e i r own homes or 
re - loca t ing to other regions and 4 were substarxlard. 

(5) With regard to the Melbourne region, audi t erxjuiries revealed 
t h a t cxjt of the 7 houses in the region only 2 were recjuired for 
employee needs. The remaining 5 houses were on lanA which was 
purchased to extend the Warrandyte National Park. Audit was 
advised tha t these houses were u t i l i s e d for employee housirg as 
i t had teen convenient to cto so, although i t was perceived that 
the 5 houses would eventually te sold for removal or te 
demolished. 

(6) At 30 June 1985 GEHA's Government Housirg Accommodation Register 
disclosed tha t 17 houses re la ted to the Soi l Conservation 
Authori ty, a branch of the former Ministry for Conservation. 

Audit noted tha t in Octoter 1984 the Chief Soi l Conservationist 
advised the Director of the Regional Management Division tha t , 
given the guidel ines outl ined in his memorandum and the 
circumstanc:es surrounding occupation of ciepartmental housirg by 
s o i l conservation s taff , none of the s ta f f had been directed to 
occupy houses. Furthermore, i t i s not considered tha t any staff 
should te so d i rec ted . 

(7) A residence located in the Warragul Region had teen vacant for 3 
years . Apparently, the Department planned to s e l l the house for 
removal as i t lacked po ten t ia l buyers due to i t teing located 
adjacent to a ctepartmental depot. 

(8) Renovations to a house a t Werritee, includirg paint ing and 
reblockirg , were completed in 1983. Documentation on the house 
f i l e revealed that ctespite the house teirg p r a c t i c a l l y in a new 
condit ion, i t had teen vacant for 2 years . The Geelorg region ' s 
Inspection Officer recommended tha t "if the Department cioes not 
see any future use for t h i s residence i t should te sold while i t 
i s in such good order". 

To date audit understands no action has teen taken by the 
Department on t h i s reccmnvendation. 
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4.25 Audit was informed that the identification of houses to te disposed of 
had not taken place tecause the Department had rK)t formally ^proved a 
policy in this area. 

4.26 The consequence of retaining substandard houses is that these houses 
continue to cteteriorate, thereby reducing the potential sellirg price 
when they are sold. The consequence of retainirg houses surplus to the 
needs of the Department is that goverrment employees, occxipyirg such 
houses, are payirg a minimal rent v*ien there is no requirement or need 
for government housirg to te provided to the employees. 

Audit Reccnmendations 

4.27 (1) The Department should ctevelop policies and institute prcx̂ edures 
to identify and dispose of all substandard houses not needed by 
the Department. 

(2) Policies and procedures should te developed to lead to the 
identification and rationalisation of surplus houses. 

Departmental Reply 

4.28 The reply from the Department's Director-General included the 
following comments: 

(1) I agree that procedures should he in place to identify and 
dispose of surplus houses. These procedures are now being 
developed and in the near future stock will he identified for 
handover to GEHA, retention, sale, or writing off. 

(2) I agree with audit opinion that the amalgamation should result 
in the rationalisaton of stock. But this rationalisation is not 
immediate as it has taken time to redesignate and or redeploy 
staff. Also, the industrial issue of the protection of existing 
tenant's rights has not been resolved. In time, rationalisation 
will certairily occur. 

(3) The responses referred to by audit from Regional Managers at 
Geelong and Ballarat were in relation to a request for the 
identification by regions of "required to occupy" houses. One 
issue that became clear from that request was that there was 
little understanding in regions of the implications of "required 
to occupy". As a consequence more specific criteria are being 
developed and Regional recommendations will be subject to 
srutiny by a co-ordinating body. 

(4) The land in question in Melbourne Region was purchased for 
National Parks purposes and as it is inappropriate that persons 
other than Park Rangers reside in Parks, these residences will 
be disposed of in due course. Their current occupation by 
Departmental employees is a short term measure only. 

(5) Former Soil Conservation Authority houses not identified as 
required to occupy will he reviewed as part of the stock likely 
to be transferred to GEHA. It should be noted that former 
agencies often used houses as a means of attracting staff to 
certain locations but did not restrain officers purchasing their 
own accommodation should they so desire. Houses vacated could be 
used by other staff. 
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(6) This responsibility for provision of houses as a means of 
attracting staff or providing houses where it might othertHse he 
difficult to obtain them will now he transferred to GEHA. 
Provision of housing does not imply "requirement to occupy". 

(7) The vacant Warragul residence, identified by audit as being 
vacant, is used for housing summer fire fighting crew. 

(8) Action has been initiated to dispose of the residence at 
Werribee. 

(9) Audit's surmise that houses had not been identified for disposal 
because the Department had not formally approved a policy in 
this area is substantially correct. This inadequacy^ is now being 
addressed and all such houses should be identified by 
30 September 1986 and action put in train to dispose of them. 

(10) I agree with audit concerning the development of policies and 
procedures to identify and rationalise surplus house and in 
their eventual disposal. 

Current Si tuat ion 

4.29 The iden t i f i ca t ion of houses for disposal i s ciependent on the 
iden t i f i ca t ion of houses in the "required to occ^upy" category and 
houses with c lear t i t l e s . This process i s expected to te completed by 
28 November 1986. 

R e n t a l o f Departmental Houses 

Background Information 

4.30 With regard to ctepartmental employees, cJetermination 32.1 of the 
Public Service Determinations 1985 requires tha t vy^ere ren ta l charges 
vary from the r a t e of 6 percent of sa lary plus $234 per annum, the 
r e n t a l charge sha l l te authorised by the Chief Acininistrator of the 
Aclministrative Unit and te approved by the Public Service Board. 

4.31 In r e l a t i o n to pr iva te tenancies the Department, with t t e approval of 
the Minister , has rented a small numter of houses to the publ ic . 
Houses are rented according to the Resident ia l Tenancies Act 1980. 

Audit Observations 

4.32 (1) Seme employees had teen charged a reduced ren ta l due to the 
substandard condition of the houses concerned. One such employee 
was charged a weekly renta l of 75 cen t s . No evidence could te 
produced to audit to subs tan t i a te tha t the necessary 
author isa t ion and approval had teen obtained. 

(2) Audit noted some instances where ce r t a in houses were rented to 
p r iva te tenants for a considerable length of time and the rent 
had not teen regularly reviewed. One house had teen rented for 
$1.25 per week since 1973. 
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(3) Pursuant to Section 87(1) of the Residential Tenancies Act 1980 
a larxJlord under a tenancy agreement shall give to the tenant, 
not later than the day on which it is agreed that the tenant is 
to enter into occ:upation of the rented premises, advice as to 
the rights arx3 obligations of landlords and tenants uncter 
tenancy agreements. 

A panphlet recently issued by the Ministry of Consimer Affairs 
sets out the ctetails of such a statement. 

Audit oteerved that the Department did not advise private 
tenants of the rights and obligations of landlords and tenants 
as prescrited by the Act. 

Audit Reccnmendations 

4.33 It is reccmmerxJed that the Department: 

(1) conform with the prescrited Public Service determination when 
reduced rentals are charged to employees. 

(2) review the need to retain houses which are rented to the 
public; 

(3) review the rate payable by private tenants with a view to 
charging market rent; and 

(4) comply with the requirements of the Residential Tenancies Act. 

Departmental Reply 

4.34 The following points were mentioned by the Director-General: 

(1) I agree with audit comments that houses should he rented to 
private tenants only on a short term basis and that rentals 
should be reviewed regularly. With the rationalisation of stock 
retained by the Department in light of transfer of stock to 
GEHA, most, if not all houses rented to private 'tenants will he 
identified as surplus and sold. 

(2) Administrative procedures will be initiated to ensure 
documentation of any instances where rental reductions are 
approved for substandard residences. 

(3) Steps will be taken to identify long term rental of houses to 
private tenants with a view to disposal. 

(4) In future, tenants rights under the Tenancy Act will be 
observed. 

(5) The Public Service determination relevant to reduced rentals 
will be complied with, where applicable, and the need to retain 
houses rented to the public will be reviewed. 

(6) Market rent for private tenants and compliance with the 
Residential Tenancies Act will he applied by the Department 
where applicable. 
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C o l l e c t i o n of Rent 

Background Information 

4.35 For t t e period 1 July 1985 t o 28 February 1986 revenue from house 
r e n t a l s amounted to $442 900. Itental deductions from permanent 
employees are col lected a t Head Office and r en t a l cleductions frcm 
exempt employees are col lected by the various reg ions . P r iva te tenants 
pay t h e i r rent to regions. Regions forward r e n t a l s received frcm 
exempt employees arxS pr iva te tenants to Head Off ice . 

Audit Observations 

4.36 (1) The Revenue Section a t Head Office accepted ren ta l co l l ec t ions 
in respect of rented houses without reconci l ing to cxmtrol 
t o t a l s . 

(2) A nominal ren ta l base to identify t t e t o t a l po t en t i a l inconne 
receivable if a l l houses had teen rented was not es tabl ished by 
t t e Department. 

4.37 As a consequence t t e t o t a l renta l inccroe due to t t e Department, 
in respect of rented houses, may not have teen co l l ec ted . 3 
instances were noted of occupants not payirg r e n t . In addi t ion , 
the extent of ren ta l income foregone, as a r e su l t of hcxjses 
remaining vacant, was not nonitored or con t ro l l ed . 

Audit Recommendations 

4.38 (1) Control over renta l co l l ec t ions would te strengttened by 
es tab l i sh ing a control mechanism a t Head Office to verify tha t 
r e n t a l co l lec t ions are ccmplete. The ctevelojproent of a su i tab le 
checkirg medium would provide for a more ef fec t ive system for 
cont ro l l ing t t e co l l ec t ion of r e n t . 

(2) The monitoring of ren ta l co l lec t ions against a nominal renta l 
base would identify the extent of houses not teing occupied and 
instances of the non-payment of r e n t . 

Departmental Reply 

4.39 The Director-General made the following comments: 

(1) The Department's Financial Management Branch has prescribed 
conditions needed to conform to audit requirements, 

(2) Whilst it is possible that some income has been foregone from 
rented properties, a check of records in respect to the 3 
occupants identified as not paying rent shows them to he paying 
rent. However, the point is taken and measures will be tcJcen to 
ensure improvement in the recording system. 

Maintenance o f Houses 

Background Information 

4.40 Maintenance i s carr ied out by e i t he r the Department's regional s taf f , 
o f f i ce r s of t t e Public Works Department or con t rac to r s . Maintenance 
appropriat ions are al located to regions on a pro r a t a tesis in 
accordance with the numter and condition of houses within each region. 
Public Works Department maintenance works are carr ied out according to 
p r i o r i t i e s submitted by each region. 
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Audit Ctoservations 

4.41 (1) Audit was informed tha t due to the lack of avai lable funcJs, 
maintenance of houses was performed on an emergency or needs 
b a s i s . As a r e s u l t , a cycl ica l maintenance program had rot teen 
developed for each region. 

(2) Audit noted that approximately $3 800 was expended on 
maintenance works of a house which had teen previously 
recommended for danol i t ion . Due to the poor condition of the 
house, the enployee occupying t h i s house has teen charged 75 
cents rent per week. 

Audit Reccnmendations 

4.42 (1) The development of a cycl ical maintenance program would provide 
a more systematic process for maintainirg ctepartmental houses. 

(2) In order to prevent extensive maintenance expenditure in future 
and the occurrence of subsidised r e n t a l s , the Department should 
assess t t e extent of i t s maintenance intensive housing stock 
with a view to disposal . 

Departmental Reply 

4.43 The Director-General responded by stating: 

(1) I agree that a cyclical rmintenance program be used and 
maintenance intensive homes disposed of. 

Disposal arrangements will be made prior to the handing over of 
stock to GEHA. 

(2) Proper planning and funding will be 'easier with less stock to 
control and ijhen market rentals are attained ie, house 
maintenance should he self funding. 

(3) Audit refers to $3 800 being expended on a' house that had 
previously been recommended for demolition: this expenditure 
occurred prior to amalgamation. Every endeavour will be made to 
prevent a repetition of this type of action. 

Performance I n d i c a t o r s 

Audit Observation 

4.44 The Department had not established performance indica tors . 

Audit Reccmmendat ion 

4.45 Performance indicators should te developed so that information wi l l te 
avai lable for management to monitor actual performance against 
object ives se t for housirg a c t i v i t i e s . 

Departmental Reply 

4.46 Indicators will he developed that 'Jill include measurement of vacancy 
rate, adequacy of collection procedures and maintenance status. 
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H o t i f i c a t i o n o f Housing P a r t i c u l a r s t o GEHA 

Audit Observation 

4.47 Audit oteerved instances where the Department did not advise GEHA of 
c e r t a i n housirg p a r t i c u l a r s . As a r e s u l t , housirg p a r t i c u l a r s recorded 
in GEHA's Accommodation Register were not cu r ren t . 

Audit Reccnmendation 

4.48 Regions should te instructed to advise GEHA of a l l purchases of 
houses, d isposals and charges in occxipancy. 

Departmental Reply 

4.49 Regions will he instructed in accordance with audit's recommendation 
to advise GEHA of all purchases and disposals of housing and changes 
in occupancy. This issue will he of lesser importance with the pending 
transfer of much of the housing stock to GEHA. 

Other General Ccmments Contained in the Departmental Reply 

4.50 The Department welcomes the audit as it has provided an objective 
insight into many management issues, 

4.51 As has been noted in the audit, this Department has recently undergone 
considerable change through the amalgamation of three former 
departments uhilst at the same time delegating much of the significant 
decision making to the 18 new regions, 

4,62 The process of amalgamation and regionalisation, together with 
restructuring and redeploying of most occupational categories, has 
meant that extensive lead time has occurred during which staff have 
taken up their new positions. This has had an obvious impact on the 
provision of housing as the requirements of the new Department do not 
necessarily correspond to those of the former agencies and it is only 
now becoming apparent as to what the Department's housing needs are, 

4.53 This analysis has been further complicated by the Government's 
concurrent intention to have housing stock transferred to the 
Government Employee Housing Authority, 

4.54 Thus the Department's action, or in some cases lack of action, must he 
viewed in light of extensive and ongoing change, 

4.55 As implied throughout this response, I am in agreement with the entire 
thrust of the audit report and every endeavour will be taken to 
improve the Department's procedures to ensure efficient, effective an 
accountable procedures relating to the purchase, deployment and 
maintenance of departmental housing. 
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5 . STATE TRAHSPORT AUTHORITY 

O v e r v i e w 

5.1 S e c t i o n 14(4) (s) of t he Transpor t Act 1982 r e q u i r e s the S t a t e 
T r a n s p o r t Au thor i ty t o e f f e c t i v e l y manage i t s a s s e t s i n c l u d i r g r e a l 
e s t a t e . 

5.2 The A u t h o r i t y p rov ides hous i rg t o i t s employees due t o the cons t an t 
t r a n s f e r of o f f i c e r s from one l o c a l i t y t o ano the r and in c e r t a i n 
c i r cums tances the requirement fo r o f f i c e r s t o te loca ted in remote 
l o c a t i o n s . 

5.3 The A u t h o r i t y ' s hous i rg o b j e c t i v e s a r e : 

" (1) t o own/ lease as few houses as i s p r a c t i c a b l e , having regard t o 
t h e e f f i c i e n t o p e r a t i o n of t he system; 

(2) where p o s s i b l e and p r a c t i c a b l e a d d i t i o n a l houses a r e r equ i r ed t o 
be l eased r a t h e r than purchased; 

(3) t o ma in t a in those houses which a r e owned a t r easonab le cxmmunity 
s t a n d a r d s ; 

(4) any new o r r ep l acanen t houses purchased w i l l te equal t o gene ra l 
community s t a n d a r d s , and of m a t e r i a l s and s t r u c t u r e t o te 
r easonab ly maintenance f ree p r e f e r a b l y b r i c k / b r i c k veneer ; and 

(5) in l i n e wi th the e x p e c t a t i o n s of t he Government Employee Housirg 
A u t h o r i t y , and sub j ec t t o the o p e r a t i n g grade s u b s i d i e s , r e n t a l 
r ecovery in the s h o r t term a t l e a s t t o cover the c o s t of 
m a i n t a i n i r g t he houses ; and in the l o r g e r tenn meet the c o s t of 
bo th t he p r o v i s i o n and o p e r a t i o n of the houses , " 

5.4 Audit was advised by the Au tho r i t y t h a t a t one s t a g e i t owned more 
t h a n 2000 houses . The numter of houses opera ted by the Author i ty had 
been reduced t o approximate ly 1200 a t 30 June 1985 of which 
approx imate ly 150 were v a c a n t . Occupants of hou.ses may te c a t e g o r i s e d 
a s fo l lows : 

(1) E l i g i b l e o p e r a t i r g grade employees 850 

(2) I n e l i g i b l e occupants comprising i n e l i g i b l e 
employees , p r i v a t e t e n a n t s and r e t i r e d 
employees 200 

1 050 

5.5 Accordi rg t o t he tenancy p o l i c y of the A u t h o r i t y , housing may te 
a l l o c a t e d t o v a r i o u s p o s i t i o n s w i th in 57 o p e r a t i r g g r a d e s . At the da t e 
of a u d i t t h e r e were approximate ly 8 000 o p e r a t i r g grade p o s i t i o n s 
w i t h i n t he A u t h o r i t y . An e l i g i b l e o p e r a t i n g grade anployee i s e n t i t l e d 
t o a house on t r a n s f e r t o a new l o c a t i o n if one i s a v a i l a b l e in t h a t 
l o c a t i o n , 

5.6 The t o t a l va lue of houses a t 30 June 1985 amounted t o approximately 
$28,9 m i l l i o n . Maintenance e x p e n d i t u r e for 1984/85 t o t a l l e d $1.98 
m i l l i o n and the r e n t a l income amounted t o $1.35 m i l l i o n . 
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Audi t O b s e r v a t i o n s and Reccnmendat ions 

E s t a b l i s h m e n t o f Housing Requirements 

Background Information 

5.7 The optimum numter of houses i s considered by the Authority to be the 
ideal numter of houses needed to e f f i c i en t l y carry out i t s functions. 

Audit Ctoservations 

5.8 (1) In order to determine the optimum numter of houses required by 
the Authority, the Manager of Housirg issued a cjuestionnaire to 
each branch head in July 1985 reques t i rg est imates of housing 
requiranents over the next 5 to 10 yea r s . Audit was advised that 
the survey did not provide sa t i s f ac to ry r e s u l t s as apparently a 
numter of branches could not est imate t h e i r future housing 
requirements. 

The consequence of not teirg able to determine the cptimum 
numter of houses via the survey was tha t the Authority took the 
current occupancry r a t e of houses occupied by e l i g i b l e operating 
grade employees as the optimum numter of houses required by the 
Authori ty. On t h i s basis t t e optimum numter was 850 houses. 

(2) In examining the housirg po l i c i e s es tabl ished by the Authority, 
audi t was unable to ascer ta in the ra t iona le used by the 
Authority to determine whether an cperat ing grade posi t ion 
should te advertised with a house teirg attached to the 
pos i t i on . Audit erxjuiries revealed tha t the general procedure 
followed by the Authority was tha t if a vacancy arose in an 
operating grade pos i t ion , defined as teing e l i g i b l e for 
sute idised ren ta l accommociation, and a house was ava i lab le , then 
the job was generally advert ised with a house teirg attached to 
the pos i t ion . In audit opinion, t h i s process did not provide for 
an adequate assessment as to whether there was a genuine need in 
each case for a house to te provided with a pos i t ion . 

5.9 The consequence of a l locat ing a l l houses that are avai lable to 
e l i g i b l e operat i rg grade employees on t rans fe r i s t ha t , in sane 
cases , a need may not ex i s t for a house to te supplied with t t e 
pos i t ion or for the Authority to te r e t a in i rg such houses. 

Audit Reccmmendations 

5.10 (1) In audit opinion, equating current occupancy with optimtEn numter 
of houses required by the Authority, i s inapprcpriate.A more 
appropriate method of ctetermining the optimum numter of houses 
may te to request regional personnel managers to forecast a 2 
yearly project ion of housirg requirements based on exis t ing and 
future s t r a t e g i e s . This procedure, if adopted, vvould enable the 
Authority to : 

( i ) plan for the provision of housirg in a more systematic and 
timely manner; and 

( i i ) ensure that the impact of policy decisions i s ref lec ted , 
if appropriate, in ctetermining the optimum nunter of 
houses, 

44 



(2) The Authority should develop polic:y for determining the 
circumstances vi^ich require a house to te supplied as part of a 
job pos i t ion . The acquis i t ion or a l loca t ion of houses should 
then te based on such r a t iona le . 

Authority Reply 

5.11 A survey of housing needs is currently being carried out within the 
S.T.A. regions. 

D u p l i c a t i o n of Housing Records 

Background Information 

5.12 Certain housirg pa r t i cu l a r s are maintained on the following recordirg 
mediums: 

(1) manual cards maintained by the Author i ty ' s housirg department; 

(2) computerised records kept by the Author i ty ' s housirg department; 
and 

(3) manual records maintained by the Author i ty ' s housirg maintenance 
sect ion located a t Braybrook, 

5.13 Manual cards maintained by the housirg department include the 
following information: 

(1) the type and location of each property; 

(2) occupant - c lass i f i ed as e l i g i b l e or ine l ig ib le ; 

(3) ren ta l pa r t i cu l a r s ; and 

(4) municipal ra tes expenditure. 

5.14 The mini computer is u t i l i s e d to record the following computerised 
information: 

(1) a l l houses managed by the Authority; 

(2) the type, location and condition of each property; 

(3) occupant - c l a s s i f i ed as e l i g ib l e or ine l ig ib le ; 

(4) ren ta l and ctebtors ctetails; 

(5) h i s t o r i c a l cost of houses; and 

(6) maintenance and ra tes expenditure. 

5.15 At Braybrook a f i l e i s kept on each house. Each f i l e includes a 
manually kept progressive t o t a l of maintenance expenditure and other 
housirg d e t a i l s , such as condition reports and tenants ' requests for 
maintenance works to te undertaken. 

5.16 Regional supervisors review th i s information and make reccmmendations 
t o the Manager of Housing Operations as to maintenance intensive 
houses that should te considered for disposal . 
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Audit Observations 

5.17 (1) Certain housirg particulars such as the type arKi location of 
each property, the occupant, rental ctetails arx3 municipal rates 
expenditure were recorded manually as well as by the 
cotputerised system. 

Audit was advised that the main reason for retainirg the Housing 
Department's manual card systan is that it is considered more 
accessible ty staff than the computerised system. Acc»ss to tte 
computerised system may te restricted at times due to only 3 
terminals teing located in the housing department and the 
incidence of computer breakdown or unavailability of updated 
data. Hcjwever, audit was informed that the computerised system 
must te retained tecause it produces information not recorded on 
the manual system such as details relatirg to debtors and 
progressive maintenance expenditure. 

(2) Although tte Authority's computerised system identified 
progressive maintenance expenditure, this information was also 
manually calculated and recorded at the Authority's housirg 
maintenance section at Braybrook. 

Audit was advised that, ctespite the production of a monthly 
computerised report (Agents Control Report) identifying year to 
date maintenance expenditure, very little use was made of the 
report by the housirg maintenance section tecause of its 
untimely presentation and inadequate disclosure on the type of 
expenditure undertaken. On most occasions there was a ctelay of 
between 8 to 12 weeks in the production of the Report. 

(3) Audit examination of the housirg records maintained by the 
computerised system revealed that: 

(a) as at 23 January 1986, tte debtors records were current to 
2 July 1985; and 

(b) as at 4 February 1986, the maintenance expenditure records 
were current to 17 August 1985. 

5.18 The consequence of maintainirg duplicate records is that 
resources may te uneconcmically and ineffeciently utilised. 
Housirg information recorded on the computerised system, which 
lacks sufficient detail and is not current, may not te useful to 
the users of such information. 

Audit Reccnmendation 

5.19 The Authority should review the functions, capabilities and costs of 
the 3 recording systems and ctesign and implement a single replacement 
system. 

Authority Reply 

5.20 The transfer of all records to a central loaaton will overcome this 
problem. The matter is currently being addressed. 
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Houses Rented t o I n e l i g i b l e A u t h o r i t y Employees , R e t i r e d 
S t a f f and P r i v a t e Tenants 

Background Information 

5.21 The Housirg Department's documented policy on month to month tenancies 
includes the followirg requirements: 

"Houses not immediately required for operating grade employees 
on t ransfer or are vacant surplus houses which cannot te 
immediately sold, may te offered to employees for a month to 
month tenancy. The month to month tenant sha l l te advised that 
the premises sha l l te given up for vacant possession upon notice 
of 30 days in wri t ing" . 

5.22 The Personnel po l ic ies and prac t ices r e l a t i r g to re t i red staff 
vacating Authority housing includes the followirg requirements: 

" I t i s the general policy of the Sta te Transport Authority to 
require r e t i r ed s taff occupying Authority houses to vacate those 
residences upon ret irement. The tenant is expected to vacate 
within three nonths. The future requirement for housirg and the 
a v a i l a b i l i t y of other houses at specif ic locations determines 
whether r e t i r ed tenants are requested to seek a l te rna t ive 
acconiTodation as early as poss ible , but each case is handled on 
an individual tesis by the Housing Officer of the Personnel and 
Employee Relations Division". 

5.23 The recent guidelines issued by the Department of Management and 
Budget in Septemter 1986 includes a requirement that in cases where 
not ice to vacate would create s ignif icant hardship on tenants , such 
s i t ua t i ons should te t reated s t r i c t l y on a case by case tesis with the 
d i sc re t ion to continue tenancy. 

Audit Observations 

5.24 Audit examination revealed that approximately 17 per cent (200 houses) 
of the Authori ty 's housirg stock of 1200 houses were occupied by 
tenants other than e l i g ib l e operating grade employees. The consequence 
of houses teirg occupied by ine l ig ib le tenants is that the Authority 
i s r e t a in i rg houses which are not required to meet i t s housing 
object ive of owning/leasing as few houses, as i s prac t icable . 

5.25 Audit noted tha t of the 200 houses only 35 were occupied by re t i red 
s t a f f or widows of re t i red staff , although in some cases houses had 
been occupied for a considerable lergth of time. 

Audit Reconmendation 

5.26 Audit recognises that cer ta in posi t ive measures have teen taken by the 
Authority to lead to the ra t iona l i sa t ion of i t s housirg stock. 
However, in view of the matters referred to in paragraph 5.24 and 
5.25, the Authority should continue with i t s e f for ts to meet i t s 
housirg objec t ives . I t i s also recommended that the Minister of 
Transport approve future cases were Authority houses are occxipied 
by r e t i r ed s taf f . 

Authority Response 

5.2 7 The majority of lease tenancies were arranged to prevent squatters and 
vandalism. All houses now becoming vacant which are not required for 
eligible tenants are being sold. 
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Vacant Houses 

Background Information 

5.28 Maintenance supervisors are responsible for ensurirg that vacant 
houses are securely locked. Vacant houses in the metropolitan area are 
inspected every alternate clay whilst vacant houses in tte cxxintry are 
subject to weekly inspection. 

Audit Observation 

5.29 During January 1986 audit visited 24 houses which were recorded as 
being vacant by the Authority. Audit oteerved that 5 of these houses 
were not locked. 

5.30 Inadequate security measures may lead to houses teirg vandalised or 
occupied by unauthorised tenants. 

Audit Reccjimendation 

5.31 Vacant houses should te inspected on a regular and timely tesis and te 
adequately maintained in a secure state. 

Authority Response 

5.32 The need to improve current measures is being taken up with all 
relevant staff. 

Housing Loan Interest Rate 

Background Information 

5.33 The Housirg Department's sales policy provides that: 

"An Authority employee or his/her survivirg spouse or a retired 
employee may apply to purchase a house property for sale." 

5.34 Term loans for tte purchase of a house prcperty are prcjvided by the 
Authority only on tte corxiition that tte Purchaser is an Authority 
employee or his/her survivirg spouse or is a retired employee or is a 
retrenched employee who occupies tte house property as their permanent 
place of abode. 

5.35 "The commencing rate of interest to te charged upon a loan shall 
be 7% per annum, adjusted quarterly. The interest rate shall te 
adjusted annually, rising by .5% per annum until it coincides 
with tte State Bank of Victoria Housirg loan Rate of Interest 
which varies from time to time." 

5.36 At 29 April 1986, $12.5 million was outstanding on 605 term loans made 
by the Authority. 

Audit Observations 

5.37 On 25 March 1985 tte Authority approved an increase in the commencing 
rate of interest on housirg loans from the 1980 rate of 5.5 per cent 
to 7 per cent per annum. As houses are now sold at valuation ratter 
than tte former procedure of sellirg liouses at a 10 per cent premium 
on valuation, tte Authority increased the commencing rate of interest 
on housirg loans in order to achieve the same financial return. 
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5.38 Audit noted that in recent times housing loan i n t e r e s t r a t e s , charged 
by tenks, increased from 10.5 per cent to 15.5 per cent per annum. 
Despite t h i s overal l increase in i n t e r e s t r a t e s in the economy, the 
Authority has not reviewed the commencing ra t e of i n t e r e s t on i t s 
housirg loans. 

5.39 As a consequence, the Authority was not maximising the re turn vs^ich i t 
could earn on i t s housirg loans. 

Audit Reccnmendation 

5.40 In t e re s t r a tes on term loans should te regular ly reviewed by the 
Authority in l ine with current heme mortgage r a t e s established by the 
industry. 

Authority Response 

5.41 As a temporary measure the Authority is only selling on a cash basis. 
If the Authority reverts to selling on a term basis, interest rates 
will be set at market levels. 

I n t e r a c t i o n wi th t h e Government Employee Housing A u t h o r i t y 
(GEHA) 

Background Information 

5.42 Section 14 of the GEHA Act 1981 requires that GEHA maintain and keep 
up to date a Goverrment Housirg Acccmmodation Register, Departments 
and public s ta tu tory au thor i t i e s sha l l provide GEHA with housing 
p a r t i c u l a r s concerning locat ion, age, s i z e , mater ia l of construction 
and occupancy of the house and such other pa r t i cu la r s as are 
prescribed and v^ich are to te entered in the Register . Section 15 
enables the Register to te searched to identify stock which may te 
ava i lab le to off icers in departments or public s ta tu tory au thor i t i es 
for accomnodation. 

5.43 There i s no provision in the Transport Act requiring housing 
p a r t i c u l a r s to te conveyed to GEHA. 

Audit Observations 

5.44 (1) It appeared that the Authority did not, in all cases, provide 
relevant housirg particulars to GEHA. For example, a comparison 
of the houses acquired by the Authority during 1984/85 to tte 
details recorded in the GEHA Register revealed that 6 of the 10 
houses acquired were not recorded in the Register. 

The consequence of insufficient housing information teirg 
supplied to GEHA is to limit the effectiveness by which the 
Register may te searched to identify stock available to officers 
within the Public Sector who require acccmmodation. 

(2) It was also observed that the Authority did not request GEHA to 
search its Accomnodation Register prior to the Authority 
purchasing or leasing houses. 

As a consequence, the Authority may have purchased or leased 
houses irrespective of suitable houses teirg available within 
the public sector. 
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Audit Reccmmendations 

5.45 The Authority should provide t t e relevant housirg information to GEHA 
t o enable the Goverrment Housirg Accommodation Register to te kept up 
t o da t e . 

5.46 There should also te a requiranent for t t e GEHA Acconmodation Register 
t o te searched pr ior to purchasing or leasing houses. 

Authority Reply 

5.47 This has been done and is continuing. 

Other General Ccnments Contained in t h e A u t h o r i t y Reply 

5.48 The matters raised in the Audit Report relating to the provision of 
housing to State Transport Authority employees are currently being 
addressed by the Authority, Generally, as a result of previous 
discussions with staff from your Office, recommendations are either 
already implemented or are in the process of implementation. 

5.49 In addition to the above the Authority is presently consulting with 
the Goverrment Employee Housing Authority in relation to that 
Authority taking over all this Authority's employee housing. It is 
also necessary to draw your attention to the report on Housing 
Maintenance prepared by our Chief Loss Assessor, a copy of which was 
forwarded to your Office on the 2 July 1986, 

Hotification by STA of Potential Fraud 

5.50 Followirg advice received by S ta te Transport Authority tha t problems 
could ex i s t in i t s housirg maintenance area the Managing Director 
arranged for an appraisal to te carr ied out by the Author i ty ' s Chief 
Loss Assessor. This appraisal highlighted a numter of i r r e g u l a r i t i e s , 
includirg poten t ia l fraud. The Victorian Police Fraud Squad was 
informed and i s current ly invest igat ing the mat ter . 
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SCHEDULE 1 

GOVERNMENT HOUSING ACCOMMODATION REGISTER AS AT 30 JUNE 1986 

PARTICIPATING ORGANISATIONS NO OF RESIDENCES 

Agriculture & Rural Affairs 92 
Arts 5 
Community Services 106 
Conservation Forests & Lands 451 
Correct ions 29 
Country Fire Authority 68 
Education 210 
G.E.H.A. (Education Department) 2218 
G.E.H.A. (Law Department) 49 
G.E.H.A. (TAFE residences) 27 
Gas & Fuel Corporation 23 
Grain Elevators Board 8 
Health 253 
Housirg 55 
Industry, Technology & Resources 14 
Labour 20 
Melbourne Metropolitan Board of Works 145 
Metropolitan Transit Authority 13 
Planning & Environment 2 
Police 387 
Ports and Harteurs 28 
Premier & Cabinet 11 
Public Works 45 
Road Construction Authority 190 
Road Traffic Authority 6 
Rural Finance Ccmmission 3 
Rural Water Ccmmission 672 
Sport and Recreation 9 
State Bank * 233 
State Electricity Ccmmission 217 
State Transport Authority 1138 

Not subject to ny audit 

TOTAL 6727 
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SCHEDULE 2 

DESIRABLE MANA3EMENT PROCEDURES 

Desirable management procedures included the followirg: 

Objectives, po l ic ies and procedures should te formulated and 
documented into a Manual of Housirg. 

Managanent procedures should te in place to enable t t e prcavision 
of housing to te systematically planned and assessed in l i ne with 
ex i s t ing and future s t r a t e g i e s . 

Housirg should only te provided where a need a r i s e s tesed on 
r a t i ona l e developed by the organisa t ion. 

An adequate inventory of housirg should include: 
a l l proper t ies managed by the organisat ion; 
the type, locat ion and condition of each prcperty; 
occupant s t a t u s ; 
r en ta l ctetai ls ; 
acquis i t ion cost , market value and ctepreciation; and 
maintenance and mocternisation expenditure - ac tua l and 
es t imates . 

Monitoring procedures should te in place to enable management to 
identify the extent of unoccupied houses and houses occxipied by 
e i t h e r ine l ig ib le employees or p r iva te t enan t s . 

The future use of each house should te reviewed by managanent v^en 
i t tecomes vacant. 

Pr iva te tenants should te charged market r en t . 

Rental ra tes charged to casual employees should te regular ly 
reviewed by managanent. 

Formal agreements should te completed which specify terms of 
occupancy. 

Management should ensure tha t agreements with pr iva te tenants are 
not renewed in instances where a r rea r s of rent occxir unless 
extenuating circumstances e x i s t . 

A control mechanism should te in place to enable the ve r i f i ca t ion 
of ren ta l income and iden t i f i ca t ion of t t e extent of vacant 
hcxises. 

Housirg loan in te res t r a tes should te regular ly reviewed and te in 
l i ne with current heme mortgage r a t e s . 

A cyc l ica l maintenance program should te ctevelcped by management 
t o provide a planned approach for the use of resources employed in 
the housirg function. 

Procedures should te in place to identify maintenance intensive 
houses to te disposed of. 
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Procedures should te in place to ensure that a full list of 
disposal options is prepared and considered by management. 

The disposal of houses should te effected in a timely manner to 
avoid the uneconomic retention of houses surplus to the needs of 
the organisation or considered to te maintenance intensive. 

Management should determine realistic teses for the measurement of 
performance against objectives. 
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1. I n t r o d u c t i o n 

1.1 In previous Auditor-General's Reports to Par l ianent (June 1982 and 
June 1983), the r e su l t s of an across-the-bcard review of works 
cont rac t procedures were reported. The review concentrated on an 
assesanent of t t e pre-construetion and construct ion stages of t t e 
project management cycle and included an examination of various 
c a p i t a l works projects undertaken by the Public Works Department. 

1.2 This report d iscloses the findings of an examination of post-project 
review procedures, another key aspect 6f the project management 
cyc le . 

1.3 Current departmental object ives include the provision of effect ive 
management of c l i en t agencies ' cap i t a l works programs and the 
provision of effect ive project management for major projects in the 
public sec tor . Tb ensure that these object ives are met, there i s a 
need for systematic post project review to es tab l i sh whether a project 
has achieved i t s goals and to determine the reasons for any 
discrepancies tetween ant icipated and actual outcomes. 

1.4 The Department operates through two major un i t s , a Design and 
Construction Division and a Construction Group. The Design and 
Construction Division i s responsible for providing the Government with 
a comprehensive service in the design and construction of new non
r e s iden t i a l buildings and the res tora t ion and maintenance of exist ing 
bu i ld ings . 

1.5 Expenditure on cap i ta l works and maintenance by the Public Works 
Department on tehalf of c l i e n t agencies during 1985-86 to ta l led $305 
mil l ion (1984-85 $270 mi l l i on ) . 

2. Audit O b j e c t i v e and Scope 

2.1 The overa l l audit objective was to determine the extent to which t t e 
Department had effect ive post-project review systems and procedures in 
place to ensure tha t the tenefits, problems, and/or weaknesses 
ident i f ied in individual building pro jec t s , are brought to the 
a t t en t ion of s taf f on future projects to secure economy, efficiency 
and effect iveness in the use of resources. 

2.2 Based on t h i s object ive , an assessment was made of the design and 
performance of management systems and procedures involved in the 
review of completed building p ro j ec t s . In pa r t i cu l a r , t t e examination 
was designed to assess whether management: 

(1) reviews completed projects to ascer ta in whetter appropriate 
procedures are applied, economy and efficiency measures observed 
and objectives achieved; 

(2) has established standard and c lear ly defined procedures for 
conducting post-project reviews; 

(3) ensures tha t such reviews include an evaluation of the 
performance of project managers, consul tants and contractors; 
and 
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(4) adecfuately u t i l i s e s the r e s u l t s of such reviews to develop 
reccmmendations for planning and cont ro l l ing s imi la r p ro jec t s in 
the future. 

2.3 C*i 14 Novemter 1985, my predecessor informed the Director-General of 
the object ives and scope of the audi t review. Before the audi t 
ccmmenced, ce r ta in desirable nanagement controls considered necessary 
for e f fec t ive post project review were discussed with departmental 
o f f i c e r s . 

3 . Summary of Audit O b s e r v a t i o n s and Recommendations 

3.1 The audi t oteervat ions and recommendations were communicated to the 
Department on 10 July 1986. I t i s pleasing to note the Departments 
acceptance of the audit reccmmendations and tha t areas of improvement 
a re teing developed and scheduled for adoption by the Department. 

3.2 Specific departmental responses to the matters raised by audit are 
incorporated in the body of t h i s repor t . 

3.3 The co-operation and assis tance extended by Departmental of f icers 
during the audit i s appreciated and contributed towards the 
sa t i s f ac to ry completion of the audi t . 

3.4 The major observations and recommerdations are summarised telow: 

Observations 

(1) Formal post-project review systems arx3 procedures had not teen 
developed, ( refer para. 4.1.4) 

(2) Delays tetween the date of construct ion ccmpletion and the date 
of f inal payment for works cont rac ts were excessive, ( refer 
pa ras . 4 .1 .5 and 4.1.6) 

(3) Procedures to evaluate the performance of project managers were 
inadequate, ( refer para. 4.2,5) 

(4) Project management was lacking in cont inui ty , ( refer paras . 
4 .2 .6 - 4.2.9) 

(5) Prescribed departmental procedures for the assesanent of 
consu l t an t s ' and con t rac to rs ' performance were generally not 
followed, ( refer paras . 4 .3 .6 , 4 .3 .7 , 4 .3 .8 , 4.4.6 and 4.4.7) 

(6) Post-project review information provided to management was 
inadeciuate. ( refer para. 4.5.4) 

(7) External review by consul tants of exis t ing ccmputerised 
management information systems i s teirg undertaken. Although 
irx^icators have teen developed to enable management to monitor 
d iv i s iona l performance, implementation i s pending ccmpletion of 
the information systans review, ( refer paras . 4.6.2 - 4.6.5) 

Recommendations 

(1) Formal across the board post project review systems and 
procedures te es tabl ished, 

(2) Control over the f ina l i sa t ion of contracts te improved to enable 
timely p3st-evaluation analysis of f inal project cost da ta . 
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(3) Consideration te given to es tabl ishing formal procedures and 
c r i t e r i a to f a c i l i t a t e the assessment of project managers' 
performance. 

(4) Consideration te given to improving project managanent 
cont inui ty , by allowing one of f icer or consultant to te 
responsible for individual building pro jec t s frcm c l i e n t brief 
t o completion of construction. 

(5) Prescribed departmental procedures for the assessment of 
consu l tan t s ' and cont rac tors ' performance te complied with. 

(6) Data r e l a t i r g to post-project review r e s u l t s te stored and drawn 
upon for the ctevelopment of proposals to improve future project 
management and performance. 

(7) A concerted effor t te made to f i na l i s e su i tab le information 
systans and performance iryjicators to assess performance and 
f a c i l i t a t e accountabi l i ty , 

4. Audit O b s e r v a t i o n s and Recommendations 

4.1 P o s t - p r o j e c t Review Procedures 

Specific audit objective 

4.1.1 To determine the extent and adeauacy of systems and procedures used to 
review completed building p ro jec t s . In p a r t i c u l a r , to assess whether 
the Department reviews and ccmpares actual outcomes/results in terms 
of: 

(1) the contr ibution of the building project towards sat isfying the 
program need for which i t was es tabl ished; and 

(2) the execution and performance of the project i t s e l f in terms of 
time, cost and qual i ty goa ls . 

Desirable management procedures 

4.1.2 Systems and procedures slould te in place to ensure tha t : 

(1) post-project reviews are carr ied out a f te r completion of 
building pro jec t s ; 

(2) each review is based on standard and c lear ly defined procedures 
t o assess the attainment of eff iciency, effectiveness and 
economy; and 

(3) post-project review teams include off icers independent of 
project management/construction functions, 

4 .1 .3 Such systems and procedures should allow management to : 

(1) e s t ab l i sh whether a project has sa t i s f i ed the program need for 
which i t was es tabl ished; 

(2) review and analyse f inal project costs compared with or iginal 
forecasts and ctetermine the cause of any variances; 
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(3) review actual construction time taken against construction 
programs so that the causes of any variations may te evaluated 
arxj appropriate action taken on future projects; and 

(4) assess construction cpjality. 

Audit observations 

4.1.4 Although some informal reviews may te undertaken a f t e r completion of 
p ro j ec t s , the Department has rot developed formal post -project review 
procedures. As a consequence of not having formal procedures: 

(1) Pert inent factors such as the r a t e of construct ion progress and 
the causes of any delays are not formally reviewed by the 
Department a f t e r project completion to enable i n i t i a t i v e s to te 
taken to prevent s imi lar problems occurring on future p ro jec t s . 
Conversely, time savings are rot assessed and where necessary 
the factors giving r i s e to them, incorporated in future 
p ro j ec t s . 

(2) The causes of project cost var ia t ions are not ful ly ident i f ied 
and evaluated by the Department, thereby impairing the 
ins t iga t ion of appropriate correct ive act ion to el iminate cost 
overruns on future p ro jec t s . During the audi t i t was noted tha t 
an internal review conducted by the Department revealed that 21% 
of the t o t a l numter of contract var ia t ions examined arose frcm 
omissions and/or inaccurate docunentation, which idea l ly should 
have teen avoided or averted. Such var ia t ions general ly r e su l t 
in increased cap i ta l works cos ts of a project which should te 
the subject of an overal l review during the post-project 
evaluation phase. 

(3) The Department i s not always able to determine: 

whether the completed f a c i l i t y in cperat ion i s meeting 
the c l i en t ard user needs in the manner intended; and 

the cjuality of the completed f a c i l i t y . 

I t was noted that seme informal review nay te undertaken a f t e r 
completion of seme projects in tha t : 

actual r e s u l t s are compared to c l i e n t brief (s t ipula ted 
requirements) upon completion; and 

two areas within the Design and Construction Division 
were performing ad-hoc "post-occupancy evaluations" (an 
assessment of design/building qua l i ty only) . 

There i s a need for formal evaluat ion, incorporating 
c l i e n t / u s e r feed-teck, of the building del ivery process. At 
present , buildings are seldom formally evaluated a f t e r 
occupancy has teen effected. In some overseas s i t u a t i o n s , post-
occupancy evaluations are now mandatory, vshilst in N.S.W., the 
Department of Public Works and the Department of Education 
j o in t l y evaluate completed teildirgs for the purpose of 
assessing the u t i l i t y and cost effect iveness of the bu i ld i rgs . 



(4) Senior management of the Department are not provided with the 
necessary information and assurance regardirg the qual i ty of 
bu i ld i rgs and project management performance. 

4 .1 .5 An examination of documentation r e l a t i r g to various building projects 
completed during the period 1 January 1984 to 31 Ctecemter 1985 
revealed excessive delays tetween the date of construction ccmpletion 
and the date of f i r a l payment. An acceptable time lag i s normally a 
period rarging frcm 6 to 12 nonths, which allows for expiration of the 
defects l i a b i l i t y period. However, a numter of ctelays teyond 12 nonths 
were noted and departmental off icers advised tha t i s was possible for 
a var ia t ion as small as $50 to lead to lengthy delays in financial 
conpletion of building pro jec t s . Common causes of delays teyoryj 12 
months were: 

disputes tetween the Department and contractors regardirg 
va r ia t ion pricings and/or prolongation cos ts ; 

excessive delays in the preparation of f inal cost statements by 
the Department; and 

delays in the submission of f inal claims for payment by 
con t rac to r s . 

4.1.6 I t i s apparent that such delays impair timely post-project evaluation 
and analysis of f inal project cost data against or ig ina l forecasts . 

Audit recommerxlations 

4.1.7 Given the nature of the Department's organisational s t ructure and 
functions, and the need to sa t i s fy the dual demands of ef f ic ient 
project del ivery and public accountabi l i ty , audit recomrtended that 
considerat ion te given to : 

(1) Establ ishirg formal across the board post-project review systems 
and procedures to : 

evaluate in conjunction with the c l i en t agency, the 
effect iveness of the project in meeting i t s program 
needs; 

detect s ignif icant var ia t ions from planned project 
benchmarks e .g . durat ion, cost and qual i ty ; 

determine and analyse the causes of such variat ions and to 
provide feedteck with the aim of improving the planning, 
design and construction of future projec ts . 

(2) Conducting such reviews, within a period of 12-18 months or 
e a r l i e r as appropriate , a f te r physical completion of selected 
building p ro j ec t s . I t i s ackncwledged that i t vould te cost ly to 
review every completed cap i ta l pro jec t . In t h i s regard, i t i s 
recommended tha t the Department develcp sui table c r i t e r i a to 
se l ec t projects for the review e .g . project value, random 
se lec t ion and/or troublesome projec ts , 

(3) Establishing project review teams which include officers 
independent of project management. 
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(4) Developing a post-project review report ing system to provide 
senior management with the necessary information and assurance 
regarding the qual i ty of teildings and project management 
performance. 

(5) Developing procedures for the systematic review and ana lys i s of 
f ina l project cos ts against o r ig ina l fo recas t s . The causes of 
cos t var ia t ions should te determined. In t h i s regard, i t i s 
suggested tha t consideration a lso te given to the co l l ec t ion of 
var ia t ions cteta for performance appraisal purposes. 

(6) The development of post occupancy evaluat ion procedures to 
assess building qua l i ty and performance. Such evaluations should 
be conducted in close consul tat ion with c l i e n t s and users and a t 
a suff ic ient in terval a f t e r the building has teen ccnpleted to 
allow i t to have operated through a f u l l seasonal cycle . 
Evaluation r e s u l t s should include the iden t i f i ca t ion of the 
followirg: 

( i ) correc t ive act ion, d i r e c t l y appl icable to the building 
beirg evaluated ( i . e . required r e p a i r s , maintenance, 
e t c . ) ; 

( i i ) the need for further inves t igat ion p r io r to teirg able to 
recommend correct ive act ion; 

( i i i ) the iden t i f i ca t ion of problems caused by design or 
planning fau l t s which should te avoided in future 
p ro jec t s ; and 

(iv) the ident i f ica t ion of successful appl icat ions which should 
be considered for use in future p ro jec t s . 

(7) Improving control over the f ina l i s a t ion of con t rac t s , to enable 
timely post-evaluation analysis of f inal project cost cteta by: 

( i ) formulating acceptable $ l imi t s on outstanding var ia t ions 
which prevent the establishment of f inal project cost 
data ; and 

( i i ) developing an exception reporting mechanian to a l e r t 
project managers to cont rac ts overdue for f i n a l i s a t i o n . 

Response by the Department 

4.1.8 27ze Department agreed that prior to the audit, post-occupancy 
evaluation processes had not been developed except for ad-hoa systems 
in some areas of the Department, and that with the recent restructure 
of the Department into client groups, it will be possible for such 
evaluations to be undertaken and assessed by management. This will 
necessitate the development of new management procedures to facilitate 
better monitoring of performance standards and staff skills. 

4.1.9 The Department also acknowledged that the time taken to settle final 
payments needs to be reduced to minimise departmental resources 
involved in protracted negotiations. It stated that in some cases, a 
significant delay may be incurred for a relatively small amount due to 
contractual entitlements. Delays between the date of construction 
completion and the date of final payment for works contracts will be 
more closely monitored in future following the introduction of the 
claims tracking system. 
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4.2 Performance of P r o j e c t Managers 

Specific audit objective 

4 .2 .1 To review the adequacy of procedures employed by the Department to 
assess the performance of project managers/leaders (hereinafter 
referred to as project managers). 

Background information 

4.2.2 The major respDnsibi l i ty of the project manager i s to plan and control 
the execution of the project in such a way that the project i s 
ccmpleted in accordance with the specif icat ions a t minimum cos t . 

4.2.3 The project manager has ultimate respons ib i l i ty for the co-ordination 
and del ivery of the work of a l l team memters to achieve the agreed 
project goals including time, cost and q u a l i t y . . 

Desirable management procedures 

4.2.4 Procedures should te in place to f a c i l i t a t e regular evaluations of 
project managers' performance. 

Audit observations 

4.2.5 Approved systems, procedures and c r i t e r i a do not ex i s t within the 
Department to evaluate the performance of project managers. 
Departmental off icers advised tha t such assessments are conducted 
informally on a continual basis within each group in the Design and 
Construction Division, Allocation of the numter and type of future 
pro jec ts handled by project managers i s to some extent dependent on 
t h i s type of informal performance feedteck. However, if project 
managers are not formally assessed on a l l relevant aspects re la t ing to 
t h e i r performance on individual p ro jec t s , the eff iciency, 
effect iveness and econcmy of subsequent projects may te affected. 

4.2.6 To enable a more effect ive assessment of project manager performance 
i t i s ctesirable to have a project nenager responsible and accountable 
for a l l aspects of project del ivery, 

4.2.7 The Department has frequently adopted the prac t ice of having one 
project manager responsible for design with a di f ferent project 
manager supervising construct ion. In addi t ion, de ta i led design 
development and contract ctocumentation are often handled by external 
consu l tan ts . 

4.2.8 This lack of continuity can resu l t in: 

reduced accountabi l i ty arx3 lower ccmmitment of project 
managers; 

addi t ional cost through misunderstanding of design plans, 
drawings and spec i f ica t ions ; 

delays in project del ivery, as each new person is required to 
become familiar with project ctocumentation; and 

confusion to the c l i e n t . 
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4.2.9 Audit was informed that due to the lack of available resources it is 
not always possible to have the same officer responsible for all 
delivery phases of a project. Departmental officers agreed that given 
sufficient resources, it would te tetter to have one project manager 
responsible for all aspects of project ctelivery. 

Audit reccmmendations 

4.2.10 Consideration should te given to: 

(1) Establishing formal across the board procedures and criteria to 
facilitate the assessment of project managers' performance upon 
conpletion of projects. These may include the manager's: 

(i) technical knowledge; 

(ii) professional approach and management skills; 

(iii) understanding of the Department's resources, policies and 
plans; and 

(iv) ccmmunication skills such as; 

relationships and communication with other people 
involved in performing the project; 

the allocation of people to activities; and 

the motivation of people in their work. 

The allocation arx3/or ergagement of project managers to 
subsequent building projects should te influenced by such 
reviews. 

(2) Allowirg one officer or consultant to te resporisible for 
individual building projects from client brief to ccmpletion of 
construction. Alternatively, consideration should be given to 
further developing a project control group concept which 
involves an interactive ctesign and construction process. 

To ensure that there is effective performance by either the 
project manager or the project control group it is important 
that their performance te independently assessed on a regular 
basis. 

Response by the Department 

4.2.11 The Department recognised the need for the evaluation of Project 
Managers and Project Leaders by periodic staff assessments based on 
duty statements as well as the status of projects under their control 
which are monitored by their immediate superiors, 

4.2.12 Systems are being developed to assist in rK>nitoring projects yhich 
will indicate the Project Manager's/Leader's performance during the 
project. 
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4.2.13 The Department agreed with the audit observation relating to the 
continuity of project management. The lack of sufficient people 
skilled in both design and construction has resulted in the use of 
different officers for the design and construction phases. However, 
this lack of continuity is being addressed by the introduction of 
"Consultant Selection Panels" which determine projects to he completed 
totally in-house, where possible, or externally through consultants 
and a "Project Manager/Leader" assigned for the duration of the 
project. 

4,3 Performance of Consultants 

Specific audit objective 

4.3.1 To review the adequacy of systems and procedures employed by the 
Department to evaluate the performance of consultants. 

Background information 

4.3.2 The Department uses a mixture of in-house and private sector resources 
in executing its public works activities. Consultants, as well as 
temporary professional staff are engaged by the Design and 
Construction Division as supplementary resources, to provide 
professional services needed to assist with the delivery of programmed 
building works. 

4.3.3 In recent years, the Department has gradually increased the use of 
private consultants as evidenced by the payments shown in the 
followirg table: 

D i s c i p l i n e 

A r c h i t e c t u r a l organ l i s a t i o n s 
Engineer ing o r g a n i s a t i o n s 
Quan t i t y Surveyors 
Other c o n s u l t a n t s 
Casual s t a f f 

1985-86 
$ M 

11.936 
3.330 
3.254 
0.559 
2.339 

21.418 

19J 
< 

11, 
3, 
2, 
0, 
1, 

20, 

?4-85 
? M 

.418 

.489 

.859 

.448 

.823 

.037 

1983-84 
$ M 

7,850 
2,828 
1.876 
0.176 
0.755 

13,485 

1982-83 
$ M 

5,225 
1,699 
1,071 
0,105 
0,448 

8.548 

4.3.4 Departmental procedures for the management of consultants' engagements 
were initially formulated in Novemter 1983. These procedures were 
reinforced and expanded in August 1985 through the issue of a series 
of contractual documents, operatirg instructions and guide notes 
contained in the "Consultant Services Manual". The manual includes 
specific directions in relation to the assessment of consultants' 
performance and provides that: 

(i) the relevant project nanager shall te responsible for ensurirg 
that a performance report is submitted on all consultants at: 

practical completion of the works; and 
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any time v^en performance i s considered to te 
unsat i s fac tory; 

( i i ) performance repor ts sha l l te obtained frcm relevant project 
managers; 

( i i i ) adverse repor ts on the performance of consul tants sha l l te 
discussed with the consul tants tefore repor t s are submitted for 
review by the Directorate (consist ing of senior of f icers of the 
Design and Construction Divis ion) , which may recommend tha t the 
consultant not te re-ergaged on suteequent p ro jec t s ; and 

( iv) Directorate recommendations sha l l te submitted to the Director-
General for approval. 

Desirable management procedures 

4 .3 .5 Procedures should te in place to ensure tha t the performance of 
consul tants engaged by the Department i s documented, evaluated and 
acted upon. 

Audit observations 

4.3.6 Prescribed departmental procedures in r e l a t ion to the assessment of 
consul tants were generally not teirg followed or cxmplied with. A 
rarxjom saiiple of 72 consultants appointed to various building projects 
completed during the period 1 January 1984 to 31 Decanter 1985 was 
se lec ted . An examination of relevant ctepartmental f i l e s disclosed only 
4 cases where a performance report had teen prepared upon cxmpletion 
of consul tan ts ' ergagements. This represented an overa l l cxmpliance 
r a t e of 5.6% with prescr i ted ctepartmental procedures. 

4.3.7 A review of consultant performance repor ts disclosed a case where an 
unsat isfactory performance report was prepared upon cxmpletion of the 
engagement. However, the same consultant was ergaged on a l a t e r 
project by the Department. A subsequent performance report again 
c r i t i c i s e d the consu l tan t ' s performance. On toth occasions the 
Department accepted the consu l tan t ' s explanation for the 
unsat is factory performance. 

4 .3.8 Discussions held with various ctepartmental o f f icers indicated tha t 
whi ls t most areas within the Department were aware of prescribed 
procedures for assessing consu l tan t ' s performance, there was a general 
reluctance in preparing such reports due t o : 

( i ) the subjective nature of required comments and the potent ia l 
problems associated with legal l i a b i l i t y and subsequent access 
t o information via Freedom of Information l e g i s l a t i o n ; and 

( i i ) other higher p r i o r i t i e s and the perception tha t i t i s very 
d i f f i c u l t to remove a consultant from the Consultants ' Register 
(from which ergagements are drawn), as there has teen a lack of 
effect ive ctepartmental act ion on unsat isfactory reports 
previously submitted. 

Audit reconmerxjations 

4.3.9 In view of the increasing amounts expended on consul tants and to 
ensure tha t the Department i s obtainirg value for money in respect of 
these ergagements, i t was recommended t h a t : 
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(1) action te taken by management to ensure that existing internal 
procedures for the assessment of consultants are performed by 
the responsible officers; and 

(2) a follow-up system te inplemented to ensure that all performance 
reports are prepared and acted upon in a timely manner. 

Response by the Department 

4.3.10 The Department indicated that staff have been reluctant to comment on 
a consultant's performance, except in extreme cases, due to the 
subjective nature of the comments and the problems associated with 
legal liability and Freedom of Information legislation. It was 
acknowledged that some unsatisfactory reports have not in the past 
resulted in removal of the consultant from the Consultants' Register. 

4.3.11 Steps are being taken to resolve these problems with a closer 
monitoring of consultants' performance, during and after the 
completion of the project with reporting mechanisms that are reviewed 
in monthly reports by the Registrar of Supplementary Resources. 

4.4 Performance of Contractors 

Specific audit objective 

4.4.1 To review the adequacy of systems and procedures employed by the 
Department to evaluate the performance and quality of work carried out 
by contractors. 

Backqrourxl information 

4.4.2 The majority of building works are contracted out to commercial 
contractors. The Department generally utilises a system of approved 
tendering. Under this approach, the construction industry is offered 
the opportunity to submit their credentials for consideration and 
registration as firms frcm which tenders will te accepted by the 
Department for the construction of building works, 

4.4.3 Tb assess the performance of contractors engaged by the Department, 
procedures have teen established requiring that contractor's 
performance reports te prepared at: 

(i) 3 monthly intervals; and 

(ii) upon ccmpletion of works; and 

(iii) any time when performance is considered to te unsatisfactory. 

4.4.4 These procedures, initially developed in 1978, were reinforced and 
expanded in Octoter 1985 to include a performance report on completion 
of work for works of less than 3 months duration. All reports are to 
be forwarded to the Construction Manager who is to consolidate the 
reports into a final report which is attached to the respective 
contractor's file. Unsatisfactory performance reports are required to 
be brought to the attention of the Assistant General Manager 
(Construction) for his consideration and necessary action. 

67 



Desirable management procedures 

4.4.5 Systems and procedures should te in place to ensure that the 
performance and quality of work performed by contractors is evaluated 
and ctecumented. Where performance is deemed unsatisfactory appropriate 
action should te initiated. 

Audit observations 

4.4.6 Although procedures in respect of assessing performance were 
considered adecjuate, these procedures were not teirg followed or 
ccnplied with by departmental o f f i c e r s . 

4 .4 .7 A random sample of 152 cont rac tors engaged on various building 
pro jec t s ccmpleted durirg the period 1 January 1984 t o 31 Decemter 
1985 was taken. Departmental records disclosed tha t the recfuirement to 
prepare contractor performance repor ts upon completion of works had 
not teen undertaken in any of the cases examined by aud i t . Discussioris 
held with various ctepartmental of f icers indicated tha t due to s imi lar 
reasons as those mentioned in paragraph 4.3.6 of t h i s repor t , 
contractor performance reports were prepared on an ad-hoc exception 
bas i s only. I t i s apparent t ha t ron-ccmpliance with prescr i ted 
procedures may resu l t in contractors who have displayed poor 
performance teing engaged to perform suteequent works. 

Audit recommendations 

4.4.8 To ensure tha t contractors ergaged by the Department provide works and 
services tha t are consistent with the Department's aims of minimum 
resource consumption, toth in terms of time and cos t , and ctesign 
qua l i ty , i t was recotmended tha t management take act ion t o : 

(1) ensure that ctepartmental po l i c i e s and procedures r e l a t ing to the 
assessment of contractor performance are ccmplied with; and 

(2) implement a follow-up system to ensure tha t a l l performance 
repor ts are prepared, submitted and acted upon in a timely 
manner. 

Response by the Department 

4.4.9 1^& Department agreed with the audit observations and recommendations. 
Procedures have recently been introduced to monitor closely the 
performance of contractors through the Construction Managers assigned 
to each of the Client Groups. Monthly reporting systems are also in 
place to prompt and monitor contractor performance, however, similar 
staff reluctance as identified with consultants' performance reports 
applies here as well. 

4.5 Feedback and C o r r e c t i v e A c t i o n 

Specific audit objective 

4 .5 .1 Tb review the adequacy of systems and procedures used to ensure t ha t : 

a l t e rna t ives and reconmerrfations for improvement in the future 
planning and control of s imilar projects are cteveloped; and 

appropriate correct ive act ion i s undertaken by management on 
unsat isfactory matters ident if ied during post -project reviews. 



4.5.2 I t i s inportant tha t a l l constructive ideas generated from post-
project reviews are recorded and communicated for consideration on 
future p ro j ec t s . 

4 .5 .3 There i s a need to ensure tha t toth sa t i s fac to ry features and problems 
r e l a t i n g to individual projects are brought to the a t tent ion of 
re levant departmental off icers so tha t these issues can te 
incorporated or avoided as appropriate on suteequent pro jec ts . In th i s 
respec t , systems and procedures stould ex i s t for col lect ing and 
ccmmunicatirg data gained frcm the review of completed pro jec t s . 

Audit observations 

4.5.4 As a consequence of the findings reported in paragraph 4 .1 .4 , audit 
noted tha t post-project review information feedback systems and 
proc:edures had not teen cteveloped. 

Audit recommendations 

4.5.5 To ensure the effect ive ccmmunication arxl u t i l i s a t i o n of r e su l t s of 
pos t -projec t reviews i t was reconmended tha t : 

(1) data r e l a t i r g to post-project review r e su l t s te stored in an 
appropriate ciata base; arx3 

(2) such data i s drawn upon for the development of proposals for the 
improvement of exis t ing methods, procedures and standards for 
future project management and cont ro l . 

Response by the Department 

4.5.6 The Department agreed with the audit observations and recommendations 
and indicated that procedures and processes are being developed for 
implementation throughout the Department. 

4.5.7 In addition, as part of the process of developing post-occupancy 
evaluation procedures, staff are being encouraged to highlight 
improvements to existing methods, procedures, standards, management 
control etc., by the creation of a "Scheme for recognition of 
innovative work and projects of excellence". 

4.6 Repor t ing - Informat ion Systems and Performance I n d i c a t o r s 

Background information 

4.6.1 The Department's e lec t ronic data processing information systems 
comprise: 

(1) Works Recording Network (WREN) 

WREN i s an on-l ine computer system which was ctesigned to provide 
project planning, tracking and accounting de ta i l s of capi ta l 
expenditure. 

(2) Project Activi ty and Resource Cost Analysis (PARCAS) 

PARCAS was designed to record costs of in ternal and external 
resources used in ctesign, construction and related a c t i v i t i e s . 
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(3) Other 

A numter of IBM personal ccmputers are u t i l i s e d mainly for 
project report and cash flow forecas t ing. 

Audit observations 

4 .6 .2 In i t s 1984-85 Annual Operating Plan, the Department recognised the 
lack of su f f i c i en t , c lea r quan t i t a t ive performance indica tors and 
cont ro l r epo r t s . The absence of such indicators renders i t d i f f i c u l t 
for management to monitor eff iciency and effect iveness of toth 
individual branches and the organisat ion as a vrfiole and to take 
cor rec t ive ac t ion . 

4 .6 .3 Performance indicators have teen developed by the Department however, 
implementation of these measures, in terms of t h e i r quant i f ica t ion and 
monitoring against t a r g e t s , i s ctependent upon the ctevelopnent of an 
appropriate cteta tese/information system. 

4.6.4 The po ten t ia l of exis t ing information systems (WREN/PARCAS) t o meet 
management information requirements has not teen ful ly u t i l i s e d . The 
Departntent has ident i f ied operat ional and report ing inadequacies in 
both systems. These inadequacies have resul ted in fragnented 
a l t e rna t i ve information systems ( to th manual and computer tesed) teirg 
maintained by various resource cen t res . To overcome these 
d i f f i c u l t i e s , the Department appointed a consulting firm in 1985 to 
complete a study to develop the Public Works Department Information 
Systans S t ra teg ic Plan necess i ta t ing the evaluation of exis t ing 
systems and the iden t i f i ca t ion of immediate and future requirements 
for a l l sect ions of the Department. 

4 .6 .5 Euring the course of the examination a manual nonthly reporting system 
was teing developed within the Design and Construction Division. The 
purpose of these reports i s to provide the Directorate with regular 
and consistent sunmaries of performance data for each group within the 
Division. 

Audit recommendations 

4.6.6 I t was reccmmended that a concerted ef for t te made to f ina l i s e 
su i t ab le information systems and performance indicators to assess 
performance and f a c i l i t a t e accountabi l i ty . 

4 .6.7 Development of such systems would a s s i s t in the establishment of post -
project review procedures. 

Response by the Department 

4.6.8 The Department agreed with the audit observations and recommendations. 
The Department has appointed a Project Manager to implement the 
Information Systems Strategic Plan, and an appropriate computer system 
is being selected from tenders received, which will supplement and/or 
replace existing information systems. 

4.6.9 The introduction of personal computers to all Groups as a short term 
measure has remarkably improved the monitoring, tracking and reporting 
requirements of the Directorate, Executive, General Manager, Director 
General and the Minister. 
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4.6.10 With the development of appropriate data base/information systems, 
"post-project review" or "post-occupancy evaluation" or "project 
(building) evaluation" will be better serviced in order to assess 
performance and facilitate accountability. 
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