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DUTIES OF THE COMMITTEE

Section 8.(1) of the Public Accounts Committee Act 1951 reads as

follows:

Subject to sub-section (2), the duties of the Committee

are:

(a)

(aa)

(ab)

(b)

(c)

(d)

to 'examine the accounts of the receipts and
expenditure of the Commonwealth including the
financial statements transmitted to the
Auditor-General under sub-section (4) of
section S0 of the Audit Act 1901;

to examine the financial affairs of authorities
of the Commonwealth to which this Act applies
and of intergovernmental bodies to which this
Act applies;

to examine all reports of the Auditor-General
(including reports of the results of efficiency
audits) copies of which have been laid before
the Houses of the Parliament;

to report to both House of the Parliament, with
such comment as it thinks fit, any items or
matters in those accounts, statements and
reports, or any circumstances connected with
them, to which the Committee is of the opinion
that the attention of the Parliament should be
directed;

to report to both Houses of the Parliament any
alteration which the Committee thinks desirable
in the form of the public accounts or in the
method of keeping them, or in the mode of
receipt, control, issue or payment of public
moneys; and

to inquire into any question in connexion with
the public accounts which is referred to it by
either House of the Parliament, and to report to
that House upon that question,

and include such other duties as are assigned to the
Committee by Joint Standing Orders approved by both
Houses of the Parliament.
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PREFACE

This  repoxt outlines the findings of the Public Accounts
Committee’s xreview of the Auditor~General's Efficiency Audit
Report on the Commonwealth School’s Commission’s administration
of capital grants to non-government schools. The
Auditor-General’s report was tabled on 23 September 1986.

The efficiency audit examined aspects of the capital grants
program, especially procedures for  the processing, assessment and
approval of applications for grants. The audit also examined the
administration of approved projects, the information base and
internal review-of the program.

The Committee notes t:hag‘iomé;of the findings and recommendations
of the.audit were dut: of-date; because of the delay in tabling the
report after tlie -collection of data. The Committee did not
inquire into matters relating to the operation of the program
that would not be relevant. following the introduction of new
arrangements for the payment of capital grants to non-government

schools from the beginning of 1988. e

.

. T
The. Comnittee’s main concerns related to the need: £or “w-cléar gét
of objactives with a means of measuring performance against+«these
objectives, for comprehensive and up-to-date policy and procedure
documents, for appropriate methods of measuring schools’
educational, financial and socio-economic needs, and of using
these factors to determine eligibility and priority for grants.
The Committee was also concerned about the need to protect the
Commonwealth’s financial interest in assets after they had ceased
being used for approved purposes or were sold.

The Committee was pleased to note that the Department had taken
action on a number of matters highlighted in the
Auditor-General’s Report or in the Committee’s public hearings.

(v)



The Committee is grateful to officers of the Department of
Employment, Education and Training and the Commonwealth Schools.
Commission, as well as to members of the National Council of
Independent Schools and the National Catholic Ediication
Commission for their co-operation and assistance during the
inquiry. The Committee would also like to thank the staff of
Patrician Brothers High School, Blacktown and Christian Community
School, Regents. Park, for their .assistance during the Committee’s
inspaections of their achools. ' .

For and on ‘behalf of ‘the éomittee.

M J Talberg
Secretary
Joint Parliamentdry Committee
of Public Accounts.
Parliament House

CANBERRA

19 November 1987
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LIST OF RECOMMENDATIONS

The Committee has made a number of recommendations which are
listed .below, cross referenced to their locations in the text.
The Committee’s analysis in the text should be referred to when
considering these recommendations.

The Committee recémmends that:

1

The Department of Employment, Education and
Training develop an agreed statement of objectives
for the program and that these objectives be
stated consistently in various documentation.
(paragraph 2.6)

The Department of Employment, Education and
Training develop valid performance indicators
which relate to the agreed objectives.
(paragraph 2.6)

The Department of Employment,  Education and
Training complete its  development of a
comprehensive and integrated set of manuals (and
other appropriate documents) which together
provide policy guidance and information about
administrative procedures. (paragraph 2.19)

The. - Department of Employment, Education and
Training develop and maintain mechanisms to ensure
‘that policy and procedure documents are kept
up-to-date. (paragraph 2.19)

The Department of Employment, Education and
Training train staff in ‘the use of the manuals.
(paragraph 2.19)

The Department of Employment, Education and
Training continue the dévelopment of a standard
méthod, for block grant authorities to assess the
financial need of applicant schools.
(paragraph 2.27)

The Department of Employment, Education and
Training seek discussions with State and Territory
educational authorities and representatives of
non-govérnment: schools to determine whether the
varying' area standards of thé Commonwealth and
States can be rationalised. (paragraph 2.27)

Thé Department of Employment, Education and
Training clarify in its guidelines the effect that
socio-economic = status has on a school’s
eligibility for a grant. (paragraph 2.33)
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The. Department of Employment; Education and
Training consider adopting the Educational
Resource Index: ratings as a measure of
socio-economic. disadvantage (in their present or
modified form) for the purpose of determining
capital grant eligibility ox that it develop a
more precise method for determining socio-economic.
status. (paragraph 2,33)

The DPepartment of Employment, Education and.
Training clarify the relative importance of
socio-aconomic status, -financial need and
educational need in determining eligibility and
priority for capital grants, (paragraph 2.37)

The Department of Employment, Education and
Training seek legal advice as to its current
capacity to enforce recovery action.
(paragraph. 2.45).

The Departmem: of Employment, Education and
Training publish comprehensivé gquidelines which
address the protection of the Commonwealth’'s
financial ‘interest, parcicularly in situations
vwhere schools close or where assets cease to be
used principally for an approved purpose.
(paragraph 2,45)

The Department of Employment, Education and
Training provide a report to the Copmmittee when
its investigations into closures during +the last
three years are completed. (paragraph 2.45)

The Department of Employment, Education and
Training ensure that schools receiving grants are
aware of their obligations in xelation to the
Commonwealth’s financial interest.
(paragraph 2.45)

The Department of Employment, Education and
Training provide statistical information in
relation to eection 26(2)(¢) of the States Grants

(Schools __ Assistance) Act 1984 in its annual
report. (paragraph 2.45)

The reasons for the block grant authorities not
recommending projects for approval should be
listed in the schedules sent to.the Department of
Employment Education. and Training 8 central
office. (paragraph 2.49)

The Department. of Employment, Education and
Training: develop and implement a comprehensive and
integrated information strategy for the capital
grant program. (paragraph 2.56)
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24

The Dopnrtment: of Employment, Educatidén. and
Trainhing - explain its information. needs to
prospective sources and settle the type of
information -to. be collected and methods of

- collection on: a - consultative basis.

{paragraph 2.56)

The Department -of Employment, Education and
Training: seek to establish the reaséns for
differential success rates of grant applications
and Commonwealth contributions to total building
costs between States. (paragraph 2.60)

‘The: Department of Employment, Education and

Training continue to monitor the success rates of
the -grant applications and the proportion of the
Commonwealth contribution to final building costs
from State to State. (paragfaph 2.60)

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

~ application forms for capital grants for
schools in the national pool require only
euential infomation to be provided;

- information alrendy in the ©Department’s
possession be used in assessing capital grant
applications - whén this is consistent with
sound administrative practice;

- the Department seeks information from schools
and block grant authorities in a systematic
manner. (paragraph 2:66)

The Department of Employment, Education and
Training explain its information needs to schools
and settle the type. of information to be collected
and method of collection on a consultative basis..
(paragraph 2.66)

The Department .of Employment, Education and
Training examine the funding outcomes for schools
of equal socio-economic' status affiliated with
different block grant authorities to ensure that
anomolies. do not result from the current funding
formula. (paragraph -3.14)

The Department of Employment, Education and
Training ensure that all block grant authorities
understand its eipectations of them, particularly
in terms of the documentation required to support
their recommendations for grants. (paragraph 3.17)
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The Dbepartment of Employment, .Education and

Training direct staff savings resulting from these
changes. to improvements: in the quality of

guidelines and other documentation relating to thé
program as well as to the systematic monitoring of
the program’s effectiveness. (paragraph 3.17)

The Australian Audit Office’s planning for
efficiency audits should take account of the
likelihood of some: staff .movement during the audit
and of other demands on that Office’s staffing
resources. {(paragraph 5.9)

Where efficiency audits have not been tabled
within twelve months of the Dbeginning of
preliminary data collection, the .Australian Audit
Office . should provide a full and frank statement
of reasons for the delay in the report of the
audit. (paragraph 5.9)

The- Australian Audit Office should prepare a set
of explanatory documents to assist auditees to
fully comply with the demands. .of an efficiency
audit. (paragraph 5.9)

The Australian Audit Office ensure that its
recommendations are sufficiently detailed to
enable auditees to be clear about their scope and
intention. (paragraph 5.15)

The Australian Audit Office include a statement of
the administrative context within. which the
auditee is operating in its efficiency audit
reports. (paragraph 5.15)

The Australian Audit Office prepare cost estimates
(in dollars) of each audit prior to its
commencement. (paragraph 5.19)

The Australian Audit Office monitof the cumulative
cost of each audit. (paragraph 5.19)

The  Australian Audit Office report both the
estimated and final cost of each efficiency audit
in the reporxt of that audit. (paragraph 5.19)

Where the final cost of the audit iévgreater than

the estimate, the reasons for this should be
stated in the report. (paragraph 5.19)
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CHAPTER 1
BACKGROUND

. The Capital Grants Program
. Ovexrview of the Efficiency Audit
. The Committeé’'s Inquiry

The Capital Grants Program

1.1 The Commonwealth has developed a range of
education-related programs which have been classified in three
broad areas. These are support for educational institutions, the
provision of assistance to students and the development of
education policy.l Capital grants f£o6r both government and
non-government &chools are part of the program of support for
educatjional institutions. Another major element of this support.
is the payment of recurrent grants. to schools.

1.2 Capital grants for building and equipment projects at
non-government s&chools are authorised under Part III of the
States Grants (Schools Assistance) Act 1984 as amended. The Act
currently is administered by the Capital Grants Branch in the
Schools Division of the Department of Employment, Education and
Training, as well as through the Department’s State and Territory
offices. This program was the responsibility of the Commonwealth
Schools Commission during the audit., Its administration was
transferred to the then Department of Education on 12 September
1985 and to the Department of Employment, Education and Training
on 24 July 1987.

1.3 At the time of the field investigations for the audit
(October 1984 to April 1985), the capital grants program had five
elements which applied to non-government schools. These were:

. general capital grants;

. upgrading grants;

. libraries grants;
. sacondary facilities grants; and
. 2boriginal and Torres Strait Islander Schools
grants.
1.4 The  upgrading, Jlibraries and secondary facilities

elements were absorbed into the general capital grants element
from 1986. A disabled students element was added from that year
as a result of the Government’s decision to transfer
responsibility for the administration of capital grants for
children with disabilities f£rom the Department of Community
Services to the then Department of Education. .

1. Department ‘of Education, Annual Report 1985-86, AGPS,
Canbexra, 1986, p.v .




1.5 There currently are three elements in the capital
grants program:

. the general capital element;
. the disabled students element; and.
. the Aboriginal and Torres Strait Islander element.

The latter two elements are administered through the Department’s
central office. During 1985 there were 181 grants to
non-government schools under this program from a total of 462
applications. .

1.6 For the 1987 school year the Commonwealth has qllocatég
a total of $55 926 000 for capital grants to non-government
schools; its allocation to governmment schools is $154 463 ,000.:‘{
Table 1.1 provides details of the allocations and their
distribution between program elements and States.

TABLE 1.1 .
CAPITAL GRANTS FOR GOVERNMENT AND
NON-GOVERNMENT SCHOOLS, 1987 .

State/Territory ’ Allocation

Govexrnment Non-government

$7000 e $7000

General capital element .
NSW 51 348 16 932 |
Vic 38 125 15 482
Q1d 25 258 8 008
WA 14 086 3 931
SA 13 278 3 326
Tas 4 481 1174
NT 1 824 489
ACT * 1 292
Sub Total 148 400 50 634

Aboriginal and Torres Strait .
Islander element 6 063 2 425
Disabled student element * 2 867

TOTAL 154 463 - 55 926

* Not applicable . B
SOURCE: Commonwealth Department of Education and Commonwealth
Schools Commission, Commonwealth Programs for Schools, p.9

2, Ibid, p.63
3. Commonwealth Department of Education et al, Commonwealth:
Programs for Schools: Administrative Guidelines for
1987, AGPS, Canberra, 1987, p.S
2

1.7 In addition, the Commonwealth is providing recurrent
grants of approximately $1 220 million to Australian schools in
1987, ' For government schools, this represents a payment of $180
per primary student and $230 per secondary student. Funds for
non-government s8chools are distributed on a needs basis. Grants
range from $310 for a primary student in a category 1 primary
school to a $1 472 maximum rate for ' a secondary student at a
category 12 school.4 Full details of these payments are given in
Table 1.2. ' '

TABLE 1.2

COMMONWEALTH GENERAL RECURRENT GRANTS PER STUDENT
FOR NON~GOVERNMENT SCHOOLS 1987

. ! ) Primary Rate Secondary Rate
ERI Rat'ingS Category Base Maximum Base Maximum
s s $ $
88 and above 1 310 310 491 491
76-87 2 412 412 654 654
51-75 3 422 444 662 685
46-50 4 624 624 992 992
41-45 5 631 652 997 1011
36-40 6 637 €77 1006 1047
31-35 7 643 700 1014 1085
26-30 8 858 884 1352 1368
21-25 9 860 902 1358 1396
16-20 10 863 920 1364 1425
11-15 11 867 937 1369 1448
0-10 12 872 955 1375 1472

SOURCE: Commonwealth-Department of Education and Commonwealth
Schools Commission, op cit, p.6

1.8 Capital grants currently are paid to individual
schools. TFollowing receipt of an application, a state-based
Planning and Finance Committee (PFC) examines the proposal and
makes <recommendations to ‘the Department on the priority which
should be afforded to the application. People are appointed to
the PFCs by the Minister on the basis of their expertise and
experience in relation to education generally or in relation to
educational buildings. They typically include people with
experience ‘in government and non-government school systems as:
well as officers of the Department.

4. Ibid, p.6.

5. The Education Resources Index (ERI) is a measure of the
income from private sources available to a school
compared with a standard level of resources
representing basic educational needs of schools.

3
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1.9 Recommendations of the Planning and Finance Committees

are considered by the Department at State level and then

forwarded to central office for initial approval. After -initial
approval, tenders are called. A final decision on the .application
is made following the receipt of satisfactory tenders.

1.10 The Government has announced that as from
1 January 1988, subject to the passage of necessary legislation,
capital grants will be allocated as a block grant for internal
distribution by authorities set up for that pmcpc)se.6 The
Commonwealth will continue to determine priorities for the use of
these funds and distribution proposals will require Ministerial
approval. i

1.11 Schools not wishing to be considered as part of a block
will be treated as part of a national pool of schools.
Applications for capital. grants from these schools will be
considered under similar arrangements to those applying at
present. The Department expects that there will be two block
authorities in each State. Catholic systemic schools will
probably form one block and independent schools the other block.

Overview of the EBfficiency Audit

1.12 The audit sought to investigate several aspects of the
capital grants program including the procedures for processing

applications and the administration of approved projects. The

functioning of Planning and Finance Committees was assessed as
was the adequacy of the program’'s information base. The relevant
internal xeview mechanisms also were examined.

1.13 The audit was conducted in the New South Wales,
Victorian and Queensland Offices of the Commission as well as in
its central office. It did not cover the Aboriginal and Torres
Strait Islander element of the program..

1.14 Work on the diagnostic phase of the audit was
undertaken from October to December 1984. Detailed information
was gathered in the Commission’s offices from January to
April 1985 and provisional findings were presented to the
Commission on 2 August 1985 in an audit paper. Audit and
Commission officers discussed these findings on 6 September 1985.
The Department provided Audit with written comments on the report
on 11 October 1985 following consultation with the Commission
Secretariat.

1.15 The proposed report was presented to. the Commission and
the Department on 13 March 1986 in accordance with sub-section
48F(3) of the Audit Act 1901. The Department and the Commission
responded in writing to the proposed report on 14 and
15 April 1986 respectively.

6. Joint Parliamentary Committee of Public Accounts, Administration

of Capital Grants to Non-Government. Schools, Minutes of
Evidence, p. 219.
4

1.16 The: final report of the audit .wu forwarded to
Parliament on 23 September 1986. The sequence of major steps in
the audit and associated dates is shown at Table 1.3. N

TABLE 1.3
CAPITAL GRANTS TO NON-GOVERNMENT SCHOOLS
‘MAJOR STEPS IN THE EFFICIENCY AUDIT

1 Diagnostic phase. October to December 1984

2 Data gathering in the
Commission’s offices

January to April 1985

3 Data analysis/paper May to July 1985

preparation

4 *Paper getting out audit’s
provisional findings
provided to Schools Commission

2 August 1983

5 Meeting between Audit and
Commission officers to
discuss provisional findings

6 September 1985

6 Department of Education 11 Octobexr 1985
provided written comments to
Audit (after consultation with

Schools Commission)

7 Proposed audit report provided 13 March 1986
to Schools Commission and
Department of Education in
accordance with section 48£(3)
of the Audit Act 1901 -

8 Response to proposed report by 14 2pril 1986
Department of Education
provided to Audit

9 Respbnae to proposed report by 15 April 1986
Schools Commission provided -to
Audit

10 Report forwarded to Parliament 23 September 1986

+ Note 2 August 1985 alsc was the date that the Auditor-General
officiglly designated the audit as being an efficiency
audit.

-7‘. Australian Audit Office, Annual Report 1985-86, AGPS;
Canberra, 1986, p.12 s

i
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1.17 - -The audit found that there were serious deficiencies .in
the- admit‘nic;rntion of th' program. These deficiencies were, inter
alia, thats P B

N there was a lack of clear and comprehensive
gui'delines for. tho proqram and its administration,

. particular opex'ations of the: Planning and Finance
Committee and the Commission could have been more
efficient and .effective and been suhject: to
improved monitoring; .

. guidelines for schools applying .for grant§ were
not issued on time and did not. .contain sufficient
relevant information;

. the 'proceu for auening eduéationnl énd‘
ﬂnancial need. was. inadequate-

. the Commiuion did. not‘ adequately .asgess the
impact on existing schools .of - proposals creating
new school places;

. the Commission did not protect the COmmonwealth’
financial interest in assets acqiired with capital
gram:a-

. . the program’s information base was :madequate- and

. the Commission failed to. observe established
procedures for the expenditure of public moneys in
- approving a grant to-a particulur school

1.18 A complete list of Audit’s. recommendations and a ‘summary
of the Department of Education’s written responses to these is at
Appendix A.

The Committee’s Inquiry

1.19 The Auditor-General’s report initially was' - refexrred by
the Full Committee to a sectional committee: chaired by
Mr' L R Price, MP, The :Committee -examined -the responses of the
Department of Educatiorr and the. ‘Schools Commissicn. ‘to the
report’s findings and recommendations. It investigated. the
Department’s level of preparation for the introduction of the
block grant system. The Committee .also inquired into the condudt
of the audit by the Australian Audit Office.. .

8. Australian Audit Office, Efficiency Audit Report(Commonwealth
Schools Commission: .administration of capital grants. to -
non-government schools), AGPS, Canberra, 1986, 'p.1

6



Mr T Keogh (Catholic Education: Office), Mr M Talberg (Secxetary,
PAC), Mr J Poad (Architect), Mr R Price, MP, Mr J Eaves (Deputy
Principal), Father T Crowley (Parish Priest), Mr P Ruddock, MP,
Mr A Morgan (Secondee to PAC), Brother B Bulfin (Principal) and
Senator J Watson, during an inspect:.on of a new facility at
Patrician Brothers High Schoodl, Blacktown, built with
Commonwealth  assistance under the capital grants pregram.
(May 1987)



1.20 The Comsittee noted that some of the <findings and
recommendations of the audit were out of date because of the
delay in tabling the xeport after the collection -of data. The
Committee decided not to inquite into matters wrelating to. the
operation of the program tliat would not be xélevant following the

introdiuction of the block grant arrangements.

1.21 Public hearings were held on 27 Apiril 1987 at which
representatives of the toent of Rducation, the Comadnwealth
Schools Commission and ‘the Australian Audit Office appeared as
witnesses. The Department  of Finance gave evidence on
13 May 1987. Representatives of the National Council of
Independent Schools appeared as witnesses at .a hearing on
27 May 1987. The Depa t of Education also was recalled to
give further evidence on 27 May.

1.22 A 1list of witnesses appearing before the Committee is
at Appendix B. Details of submissions received by the Committee
are at Appendix C. .
1.23 The Committee undertook site visits to two schools in
Sydney on 18 May 1987. These schools were Patrician Brothers Migh
School at Blacktown and’ Christian Cosmunity High School, Regents
Park. These visits provided members of the Committee with an
opportunity to speak with representatives of these schools about
their experiences in applying for capital grants, as well as to
inspect the completed buildings.

1.24 The inquiry was adjourned as a result of the prorogation
of Parliament in June 1987. Following the reconvening of
Parliapent 3in September 1987, and <the re-appointment of the
Public Accounts Committee in October 1987, a sectional committee
chaired by Senator J McKiernan completed the inquiry.

- gy

CHAPTER 2
RESPONSES TO THE AUDIT REPORT

. Overview

. Objectives of the Capital Grants Program

« The Existance and Adequacy of
Muinistrative Guidelines

. befinition and Measurement of
Educational and Financial Need

. Socio-economic Disadvantage

. Eligibility and Priority for Grants

. Commonwealth Pinancial Interest
in ‘Approved Projects

. Processing of Applications

« Management Information and
Automatic Data Processing.

. Internal Review Activity

. Yorms and Information Sought from Schools

Overview

2.1 This chapter looks at the findings of the
Auditor-General in relation to the Capital Grants Program,
focusing on those issues which would remain relevant following
the introduction of the Block Grant Authorities. It covers the
first seven points 1listed in paragraph 1.16 of the previous
chapter - the deficiencies identified by the audit. The final
item is examined in Chapter 4.

Objectives of the Capital Grants Program

2.2 The major objectives of any Commonwealth program should
be stated clearly and precisely. This would provide:

. staff and the program’s clients. with an accurate
appreciation of what the program is seeking to
achieve; and

. Parliament, program managers and the public with a
basis for judging whether the objectives have been
wet.

2.3 Program objectives should relate to the end purpose of

an activity rather than to the means adopted to achieve the end
or to intermediate objectives. This is most successfully done by
stating objectives in terms of their impact on the ultimate
consumer/beneficiary of the program. In the case of education,
objectives should relate to students.

2.4 Prior to 1887, thexre was no: consumer orientation in the
capital grants program objectives. Rather, objectives were
written in terms of providing school buildings or facilities. In
the Administrative Guidelines for 1987 (p.9) and in the draft of
the Capital Grants Program Information Booklet there is reference
to improving educational outcomes of studénts as an objective
(paragraph 10.5). In the most recent draft guidelines document,
submitted after the public hearing, the Department has provided a
further statement of objectives. It indicates that the:
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The es mm & sophiist: n@_am methegdelogy mey
e maguﬂ.md w hug that this task

should he given & ltmghex Prienity by the Pepartment..
2.6 Mhe Commities maconnands thats
a the Mepartment of Enploywment, Elusetion and
Eraiiming develop av agreed statement of objectives

for the program end thet dhese ebjsctives ke
statedl consietantly e vanions decunertations aod

“Wwhe K e and Ad oy of Administrative Guidelines
2.7 one of dhe 1k§«y ﬁ:mslmngs of the audit was thet the
Sonmissiop had pot i el and

wp-te-gate
puidelines fior the g &.x\d Mx gt ration. Further, the
Audic  ©ffice fonnd thet the @mdell&;nes whish @)@@EQ@ were mot o

@ suitable format for wse by P ing @and F Commnittee
menbexs and Schools Commission stafif.
2.8 At the time of e andit, the Commission had iseued

several documents welating 4o the aduinistxation of the progran.
Thase wenes

1981 Guiclellimas for tihe Capital Grants Progran for
Rop-Govenmnaet Ssihools (and anendmnants);

sgveral manexanda on pregram priexities and werk
progedusss; and

L. Dgpertment of Enpleoyment Fducation and Sxalning, Administrative
anrangsmants fior block grant authexities: capital @gravts te
pProgran genexal @ﬂ@mgm: fior man~govenomant scaheels,
Sgptenber 4987, ©.
. wtes of W QP <, p. 178
. Dopartnent of Bducetion ‘axxbmn.sﬁmn, Aonil 1987, paxagraph 2.28.
- iandes ©f Evidence, op smﬁ& PPATO-183

By

¥

. enpyel progren guidslines.

2.9 2 hendbosk for PRGs had bheey mﬂtﬂ&llﬂy drafted but hed
indicated that this feilure to

ntroduetion @ﬁ bleck gxrant
arrengenents, S will wo Jlonger ke mesded, #nd
therefors wum not be completsd.

2,10 At the tive of this inguixy, the list of desunsats had
besn extendsd to imclude in addition ke the sboves

. the Capital 2Assistence ¢ Sshosls Progran
Administxation (CASPR) mallf and

. spesific prossdure wamvals for the Pisabled
Students and Aboriginel and forves Streit¢ Islander
pregran slenests.

2..3.1 The Schools Commission indicated thet it had made a
‘conscions effort to aveid the imposition of toe preseriptive
adninistretive guidelines which mey achieve wigid confermity
acress  Australia but which cannet provide sufficisent flexipility
to a}lﬂ@w for local conditions e be taken sppropriately iate
mm\m > e Conuission did mot acsept thet variaticon and lack

*a""" ily zeswlt gu less efficient and less
e@f@e&ws adninistretive pegfmnm,

2.12 The migmmgm& acknoviedged the need o clarify the
essentiel legislesive, administretive end poliey  matters,
Opsxationail Lss&xe\s [re oV coversd in detail in the Capitel
Grants mapnad, jaowm &5 the CASPA manuwal. This
manval was p i&'@d O 2ssH the detreduction of the improved
computing facilities for the program.

2.23 Annvel program gum@eﬁms 2re [V issusd @@z‘ﬂ:}@: in the
wear. The 1987 guidslines wexe ¢ im the 1985
guidelines had been issned in Mexch. s;agci.if,w prosefure manpusls

allse  heve bsen dntwedueed Disabled Stadents and

for
M}gm &ad Gonves Streit Islender Progran elansnts.

fhe manvals whigh Wil provide guidance for the general

&mﬁ:ﬁl slenent are still in dreft form. Staff currestly heve to

t® the sonewhat cutdeted 1981 publication separate

mmﬁg for poliey g&mm:g Phere is ne  consolidated policy

dosument. Mhiis is inefficiest and increases the wisk of incortest
decisions.

2.15 The Conmittes aegms! with fnhs A\Ldi‘t Office’s general
finding thet Q&ﬂ&eﬂ-ﬂm the Capita Progran previeusly
were Hnadeguete. But it netes dhet 113{@ @gpgmmgn@ of "~ Education
has broadly W the andit fiogings and has been woviag te
dmprove the guide

5 Conmonvealth Schosls Conmission Submission, dttachnent B,
xkg;ml 11%77, mmmmm 3cidy.

&

:D@ppmm ? MQ@@A\ MM@smn, op Sit, poragraphs 2.2 - 2.5



2.16 The Committee acknowledges that there is a tension
between the need to provide sufficiently detailed guidelines and
the legitimate demand for sufficient flexibility to enable local
differences to be. taken into -account. Audit reportéd a paucity of
guidelines for this program but the view was put to thée Committeée
by a number of peoplé involved in the non-government educatién
sector that the existing guidelines were too prescriptive.®,

2.17 The Committee is aware that the Department must make a
careful judgement about the balance bétween too much prescription
and too little guidance. When major changes are intréduced to a
program, such as changes in objectives or mode of delivery, the
Dapartmeént 'should review this balance.

2.18 The Committee considers that the guidelines should be:
. comprehensive - guidelines should cover all
matters typically . encountered in the

administration of the program as well as likely
exceptional situations;

. " concise - repét:itious 'or unduly lengthy guidelines
would by likely to confuse the reader;

+«  internally consistent;

. clear and unambiguous - guidelines should be
written in plain English;

. logically organised; and

. up-to-date -~ staff need to be able "to have
confidence that guidelines are current.

2.19 The Committee recommends that:

3 the Departsent of Employment, Education and
Training complete its development of a
comprehensive and integrated set of manuals (and
other appropriate documents) which together
provide policy guidance and information about
administrative procedures;

4 the- Department of Employment, Education and
Training develop and maintain mechanisms to ensure
that policy and procedure documents are XKept
up~to-date; and

5 the Department of Esployment, Education and
Training train staff in the use of the manuails.

8. ll.inutes of Bvidence, op cit, p. 311.
9. National Catholic Education Commission: Submission, May 1987

p. 3.
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Mr J Eaves: (Deputy Principal), Mr A Morgan (Secondee to PAC),
Father T Crowley (Parish - Priest),. Mr R Price, Mp,
Mr P Ruddock, MP, Senator J Watson, and Mr M Talberg (Secretary,
PAC) inspecting. a music room in the new facility at the Patrician
Brothers High School, Blacktown (May 1987). B
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Definition and Mea of xd ional and Pinancial Need

2.20 The 'audit found that the pr i and d ntation
relating to the definition and measurement of educational and
financial need are inadequate.

2.21 In the .case of educational need, each ‘Planning and
Finance Committee decided its own assaessmént principles, work
procedures and records, and these generally changed from one
funding xound to the next. Assessment criteria weue not ‘expressly
stated and did not xeflect the Governwent’s stated funding
priorities.10' The Cosmission. had not determined standard
arrangements and documentation for the assessmwent of financial
need of applicant schools. Each State office and Planning and
Finance Committee therefore adopted its own approach to financial
assessment. 11

2,22 The Schools..Commission stated that differénces in the
measurement of financial nesd resnlted from the regquirement to
accommodate the varying arxrangements  for_ school funding (eg
single independent schcols, large systesis).

2.23 The Department indicated that it was interested in
exploring a formula-based approach to financial assessment and
that a prelimin model had been developed. This model has not
yet been refined.l3 fThe Committee realises that assessment of
financial need is a difficult issue given the variety of funding
arrangements for schools. Despite this, it considers that the
Department should continué to work towards a standaxd method for
block grant authorities to assess financial need.

2.24 The Committee is pleased to note the Department’s
recent further clarification of the concepts of educational and
financial need as well as their effect on a school’s eligibility
for a grant. In particular, the Committee supports the inclusion
of:

. some guidance on the relative priority to be given
to schools which fall well short of the

Commonwealth. area standaxrd as opposed  to thoae

which only marginally miss the standard;l4

. a precise statement of a school’s total area
entitlement;

. a definition of financial need;

10. Efficiency Audit Report, paragraph 3.3.5

i1. Ibid, paragraph 3.3.6

12. Schools Commission Submission, Appendix B, op cit,
paragraph. 34.

13. Department of Education Submission, op cit, paragraph 2.46.

14. The Commonwealth area standard is a measure of the maximum
permissable area for Commonwealth funded projects in
non-government schools. "

. a. requirement on block grant authorities to. seek
supporting information and documentation from
applicant schools as to their incapacity to make
available additional funds from their own
resources; and

. a statement of the relationship between a school’s
maximum contribution to capital costs and its
maintenance of private effort for recurrent grant.
purposes.

2.25 During the public hearings and during the Committee's
site visits; representatives of the non-government education
sector raised concerns .about the different area standards adopted.
by the Commonwealth and the States and Territories.l6 A number of.
State and Territory Governments operate interest subsidy schemes.
for.. loans which have been taken out to contribute to the cost.of
school buildings. These differing standards add unnecessarily. to
the. complexity of developing a school building proposal.

2.26 The Committee also found during public hearings that.
although the measurement of financial, educational and.
socio-economic need could have a direct impact: on how and where
new schools were developed and. that conversely, the New Schools
Policy could affect the allocation of capital grants; there
appeared . _to be no clearly defined link between the two
policies.l? The Committee believes the Department should make.
clear the influence each of the policies may have on the other..

2.27 The Committee recommends that:

6. the Department of Employment, . Education and
Training continue the devel of a standard
method for block grant authorities to assess the
financial need of applicant -achools; and' oo

1 the Department of Ewployment, ‘Education and
Training: seek discussions with State:and Territory
educational authorities: and xepresentatives. of
non-government schools to determine whether the
varying area standards of the Commonwealth and.
States can be rationalised.

ch;o-ecbhoni.g Disadvantage

2.28 The Committee found. that the Department’s guidelines in
relation to the determination of socio-economic disadvantage and.
its effect on grant eligibility are still inadequate.

15. Administrative arrangements for block grant authoritiess: capital

grants program general element: for non-government schools,
op cit, pp. 20-23. - . .
16. Minutes of Evidence, op cit, p. 303,

17. Ibid, pp. 328-342. 15



2.29 The Committee acknowledges that since the audit was
conducted  the Department has taken significant steps in
addressing this issue. In particular, the Department has now
provided a series Of factors to be taken into account in
determining socio-economic status.l8 It has leéft ‘the weighting to
be given to these various factors to the block grant authcrities
to decide. The Committee acknowledges that this is an
intrinsically complex issue but, given that it is central to the
Government’s policy, it is essential that the Department develop
a defensible means of determining the socio-eccnomic status of a
school and its community.. .

2.30 The effect of a particular 1level of socio-economic
disadvantage on a school's eligibility for a grant is also
unclear. During the public hearings the Department -appeared to be
uncertain as to ‘whether having a low socioc-economic status is an
absolute requirement for a grant or whether preference is given
to schools with low socio-economic status.l® similarly, it is not
clear whether a school with a very low socio-economic status will
automatically take priority over another school which has a
slightly higher (but still less than average) status. The current
guidelines also are ambiguous on this point.

2.31 Whilst giving evidence before the Committee, the
Department indicated that its treatment of applications from
various schools would depend in part on the schools’ categories
based on their Educational Resource Index ratings.20 The
Department did not accept that the'ERI rating category would ‘form
a satisfactory basis for determining sccio-economic disadvantage,
as it affects capital grants.2l The Committee believes this may
lead to problems in rating the socio-economic disadvantage of
some schools, for example, where.a school’s student population is
drawn from a wide cross-section of the population.

2.32 The: Committee considers that the adoption of the
category based on the ERI rating, in its present or modified
form, may well simplify the grant process and provide a
defensible means of determiriing which schools will oxr will not be
eligible for a grant.

2.33 The Committee recommends that:
8 the Department of Employment, Education and
Training clarify in its guidelines the effect that

socio-economic status has on a school’s
eligibility for a grant; and

18. Administrative arrangements for block grant authorities: capital

grants program general element for non-government schools,
op cit., pp. 23-24,
19. Compare the Department’s responses at p. 371 with those at
pp. 377 and 378 of the Minutes of Evidence.
20. Minutes of Evidence, op cit, p. 374.
21. 1Ibid, pp. 375-376.
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9 the Department of Employment, Education and
Training consider adopting the Educational
Resource Index ratings as a measure of
socio- ic disad ge (in their present or
wmodified form) for the purposes of determining’
capital grant eligibility or that it develop a
wore precise method for determining socio-economic
status.

Eligibility and Priority for Grants

2.34 In addition to the specific comments above, the
Committee remains unclear as to the relative importance of
socio-economic disadvantage, financial need and educational need
in determining eligibility and priority for a grant.

2.35 For instance, consider' two hypothetical schools which
are assessed to have students at equal (and low) socio-economic
status. School ‘A’ is 40% below the Commonwealth area standard.
and School ‘B’ is 30% below the standaxd; that is, school ‘A’ has.
a higher educational need. School ‘A’ though, might have a
smallexr financial need than School 'B’, Which school should have
priority for a grant? If School ‘A’ was slightly lower or higher
in socio-economic status than School ‘B’, would this change the.
answer?

2.36 The Committee would not expect there to be a precise
mathematical formula to resolve this matter but it would expect
the guidelines for the program to indicate general principles to
be applied by block grant authorities. Reference in the
guidelines to block grant authorities using local knowledge to
resolve these dilemmas begs this important question.

2.37 The Committee recommends that:

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

Commonwealth. Financial Intexest in Approved Projects

2.38 Section 26 (2) (c) of the §States Grants (Schools
Assigtance) Act 1984 creates a Commonwealth interest, usually for
a period of 20 years, in any asset valued in excess of $30 000
which is purchased with grant monies. This section requires that
school authorities receiving grants agree to be bound by the
condition that the school can be reguired to xrepay the
Commonwealth an asset’s depreciated value if the school ceases to
use that asset for an approved purpose or sells it.

17



2.39 The audit. found that -a, substantial number ©of schools -
failed to obsexrve grant: conditions which requited schools to
consult with the Schoolsi Commission' prior:ito- disposing of
Commonwealth. funded' assets. The -Commission. did not ‘have
comprehensive and, consistent administrative' principles and
operating procedures relating:'to 'recovery action where schools
disposed of assets ‘without Commission -approval. In .addition,
Audit noted that there was doubt about the ‘Commonwealth’'s
capacity to take legal action to recover these monies, due to
possible defects in the legislation, in thé. wording of ‘thée

agreements entered into by schogl authorities and in the
conditions attached to grant offers.Z22 [ B I

2.40 The Schcols Commission. responded by drawing -attention
to the fact that .many grants are for small amounts and that the
Commonwealth usually is a minor partner in the asset holding.23
The Committee . considers the Commission’s - attitiide to 'be
irresponsible. It ignores. an unequivocal legislative réquirement
as well as the fact that considerable amounts of -public money may:
be involved. . - . . : ‘-

2.41 In evidence before the Committee, the Department -was
unable to identify’ the number of defaulting 'schools nor® thé.
amount of money involved.#% The Department knéw of né instance ifi
which money had been received or written off.25 .

2.42 The. CASPA system now provides thé Départment with the
technical capacity to identify schools whi&h have received grants
and have closed subsequently. The Department ' has instructed its
State Directors to folldw up on all closurés during the ! last
three years. The Department intends taking no action on €losures.
prior to this, with its existing level of resources.26 = . °

2.43 During the hearings the Committee raised the issue 6f-
possible deficiencies in the Act. The Department stated that the
Act had been amended so that schools now must agree to be bound
by certain conditions before .accepting a grant. It suggested that
this would assist with recovery action.

2.44 Subsequent advice to the Committee indicated that with
the introduction. of block grant arrangements in 1988, member
schools are required to provide such securities’ to ‘the Block
Grant Authorities as the Minister may require for the protection
of the Commonwealth’s interest. From the limited information
available to the Committee, it remains to be convinced that new
arrangements will be sufficient,27

22. Efficiency Audit Report, op cit, paragraphs 5.2.1 and 5.2.5.

23. Schools Commission Submission, Attachment B, op cit,
paragraph. 52.

24, Minutes of Evidence, op cit, p. 204.

25, 1bid, p. 207.

26. Ibid.

27. Department of Employment, Education and Training, Supplementary
Submission to the Committee, 20 November 1987, JCPA file
1987/2/B6.

18

2.45 < ‘The ‘Committee récommends thats

. 11 -the Department of Employment, Bducation and

. Training 'seek legal ' advice as to its current

¢ ' éapacity to enforce recovery action; L

B il -

12 the Department of Employment, Education and

+ Training publish comprehensive guidelines which

address the protection ‘of the Commonwealth’s

financial interest, particularly in situations

where schools close or where assets céase to be
used principally for an approved purpose;

13 the Deépartment of Employment, Education and
‘fraining provide a report to the Committee qhen
its investigations into closures during the last
three years are coﬁp‘let:ed;

14 the Department of Employment, Education and
Training ensuré that schools receiving grants are
- aware. of their obligations in relation to the
Commonwealth’s financial irterest; and
S

15 the Department of Employment, Education and
Training provide statistical information jin
rélation to section 26(2)(c) of the States Grants
(Schools _ Assistance) Act 1984 in its annual
‘report.

Proceéssing of Applications

2.746 There were a number of relatively discrete aspects of
the administrative arrangements relating to the processing of
applications which were commented upon by Audit. They were:

. that the practice of forwarding only positive
funding recommendations to Employment, Education
and Training was inappropriate as it usurped the.
Minister’s decision making function;28

. that schedules which were sent to States approving
grant. payments to schools did not stipulate the
specific projects for which the grants were
made;29 and

. that closing dates for various funding rounds were
different from State to State and that they were
not adhered to.30

28. Efficiency Audit Report, op cit, p. 9.
29. Ibid; p. 25.
30. Ibid, p. 13. 1
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2.47 The Depaxrtment advised that, <following the audit
findings and a further internal review, negative recommendations
made by the Planning and Finance Committees were now sent to
Employment, Education and Training.3l A description of the projec
and its estimated cost are included in schedules sent from the
Staté Offices. The Department indicated that sufficient
information to identify the specéfic proposals approved for
funding is now provided to States.32 The recommendation that the
Department set national closing dates for funding rounds, and
that these be generally observed, will not be implemented for the
general capital element until the introduction of block grant
arrangements, 33

2.48 The Committee notes the improvements which have been
made and accepts the Department’s approach to the introduction of
national closing dates for funding rounds.

2.49 The Committee recommends that:

16 the reasons for the block grant authorities not
recommending projects for approval should be
listed in the schedules sent to the bepartment of
Dfn[f)loyment,‘ Education and Training’s central
office.

Management Information and Automatic Pata Processing

2,50 The audit found that the program’s information base was
inadequate. It suggested that the Schools Commission lacked
information to support overall assessment of the building needs
of established schools and planning for the provision of new
school places. There were deficiencies in the design, collection
and analysis of statistical information. 1In .addition, the
Commission did not make good use of existing information.34%

2.51 The Schools Commission responded that Audit had ignored
the implications of the fact that constitutional responsibility
for education lies with the State Governments. In particular, it
indicated that:

. the Commonwealth did not accept responsibility for
deficiencies in school buildings across the
nation, but. rather, it supported particular
educational initiatives - its information base
requirements should reflect this limited role; and

. State Governments frequently chose not to share
information about educational facilities or plans
with the Schools Commission.35

31. Minutes of Evidence, op cit, p. 209,
32. Ibid.
33, Ibid, p. 210.
34. Ibid, p. 28.
35. Schools Commission Submission, Attachment B, paragraphs 53
and 54. 2
0

2.52 The Department of Education echced the Commission’s
views as expressed above. In addition though, it noted that the
ADP system known as CASPA had now heen introduced to assist with
the  processing of capital grant applications. Relevant
statistical reports could be produced on an "as required" basis
and so the statistical series referred to in the audit report had
been discontinued,36

2.53 The Committee is pleased to note the improvements to
the database and automatic data processing capacity brought about
by the introduction of the CASPA system. The Committee is aware
that there may be reluctance on the part of some States to share
information with the Commonwealth. Despite this, the Committee_is
still not satisfied that the Department has an adequate approach
to its management information needs.

2.54 The Committee considers that the Department should
develop a complete description of its information needs for the
program. This description should take account of not only the
information requirements for the processing of applications but
also the need to provide information for the assessment of the
program’s performance against its objectives. The Department
should identify the most appropriate source of each type of
information and its preferred method for collecting and storing
this data. The Department should actively seek to obtain the
information it requires, including information from State
Governments and individual non-government. schools, rather than
presume that it will not. be available.

2.55 The Committee is conscious of the intrusive nature of
information gathering and believes that if the Department uses a
systematic approach to its information gathering requivrements, it
will ensure not only that it gets the information required, but
also that it does not get any more information than it needs. The
Committee also believes that information sources may be more
prepared to provide information if they know why it is needed.

2.56 The Committee recommends that:

17 the Department of Employment, Education' and
Training develop and implement a comprehensive and
integrated information strategqy for the capital
grants program; and .

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

36. Department. of Education Submission, op cit, paragraphs 2.79
to 2.85.
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Internal Review Activity

2.57 The capital grants program has bseen the subject of
significant review activity, in addition to the efficiency audit,
since June 1984. These reviews includedr

. an internal audit involving field work in all
States (September 1986 to D ber 1986);

. an examination by a three person working party
consisting of Employment, Education and Training
and State-based staff, aimed at identifying
methods of reducing the time taken to process
grant applications (December 1985 to April 1986);

. a Public Service Board Program Management Review
which led to the decision. to  transfer
administration of the program from the Schools
Commission to the Department of Education
(July 1985); and

. a review to evaluate the effectiveness of the
program and to present options for future
development of the  program (June 1984 to
March 1985).

2.58 The audit found that the Commission should have: carried
out limited evaluation studies into. a number of aspects of
program administration including, inter alia:

. factors contributing to. substantial variations
between States in the success rates of schools
applying for capital grants as well as the average
8ize of grants and the proportion of the estimated
cost of projects funded by grant monies; and"

. particular program elements where problems had
come to notice.37

2.59 The Department had not investigated the different
success rates of applications from State to State. It also had
not looked into the disparity in the proportion of total building
costs met from Commonwealth grants in different states.

2.60 The. Committee recommends that:

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

37. EBfficiency Audit Report, op cit, paragraph 6.2,2.
38. Minutes of Evidence, op cit, p. 217.
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20 the Department of Employment, Education and
Training continue to monitor the success rates of
grant applications and the proportion of the
Commonwealth contribution to final building costs.
from State to State.

Porms and Information Sought from Schools

2,61 Audit made recommendations about improvements to or the
introdiction of a number of forms, namely:

. application forms;

. standard forms for summarising the financial
situation of schools;

. building consultant report forms; and
. project profile forms.39

2.62 The Department of Education reported that it had
adopted Audit’s recommendations in relation to these forms.

2.63 The Committee raigsed with the Department the question
of whether all information collected asz part of the capital
grants application process was necessary and whether any of this
information was already available elsewhere in the Department.
The Department acknowledged that some information collected on
the application form is already available to it through the
annual census conducted as part of the Recurrent Grants Program.
The Department expressed concerns about relying on a single
gource of information to support capital applications. It also
noted that there may be difficulties in matching census
information £rom schools in the recurrent grants program because
schools do not have a unique identification number.4%l

2.64 During the site visits it was suggested to the
Committee that, after the application form is lodged, the State
Office of the Department may collect far more information £rom
schools than is really required. It was thought that this could
be to anticipate questions which may be asked at the Employment,
Education and Training level. Also additional information is
often. sought a little at a time, rather than all necessary
information being collected simultaneously.

2.65 The Committee recognises the need for the Department to
verify critical information. It also recognises that, on
occasions, it will be necessary to obtain additional information
to that provided in the application. However, the Committee is

39, EBfficiency Audit Report, op cit, paragraphs 3.1.8, 3.3.11,
3.4.5 and 3.5.10. °

40. Minutes of Rvidence, op cit, pp. 61, 64, €7 and 68.

41. 1Ibid, p. 218. 23




not. satisfied that the Department has done all that it could to
streamline the collection of information. This will yemain an
issue in texms. of both. the information flows required from the
block .grant authorities and the information sought from schools
in the national pool. .

2.66 The Committee recommends that:

21 the Department of Employment, Education and
Training review its procedures, forms and
practices, including its method of identifying
schools, to ensure thats:

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

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

- the Dei)az-tment seeks information from schools
and block grant aunthorities in a systematic
manner; and

22 the Department of Employment, Education and
Training explain its information needs to schools
and ‘settle the type of information to be collected
and method of collection on a consultative basis..
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CHAPTER 3
THE INTRODUCTION OF BLOCK GRANTS

. Overview

. Prepaxation for the Implementation
of the Block Grants Scheme:

. Distribution of Funds between
Block Grant Authorities

. The. Department’s Continuing Role:

Overview

3.1 In February 1987 the Government annocunced its intention
to introduce block grant arrangements for the payment of capital
grants to non-govexrnment schools from the beginning of 1988. The
objectives of this change were:

. to reduce the amount of time taken to process
grant applications; and

. to move decision-making about capital grants
closer to the schools themselves.

3.2 The Department expects there eventually to be two block
grant authorities in each State, one serving Catholic schools and
the other assisting independent schools. Grant monies will be
paid to schools via these block grant authorities, each of which
will have a legal status, It will be their responsibility to
assess applications from schools affiliated with their block and
to make recommendations to the Department on the allocation of
funds. fThe authority must place on public record details of the
procedures that it will use to process applications. for funding.
These authorities will be expected to administer the scheme from
their own resources with supplementation from the Commonwealth of
up to a value of 2 per cent of total grants to the block or
$35 000, whichever is greater.

3.3 Funde will be advanced to the block grant authorities
in eleven equal instalments and the authorities will be required
to submit quarterly returns. The Minister or his delegate will
approve schedules of grant proposals put forward by the block
authorities. Grant funds will be allocated between States on a
per capita basis. Allocation of funds between blocks within a
State will be:

. 40 per cent per capita; and

. 60 per cent needs based (using the Educational
Resource Index)

Allocation to the national pool will be on a similar basis.

3.4 Individual schools will have the option of either
affiliating with a block grant authority in their State or of
forming a part of a national pool of schools. Applications from
schools. in the latter group will be considered by the
Department’s central office assisted by an expert advisory
committee.
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TABLE 3.1
PROPOSED TIMETABLE FOR THE IMPLEMENTATION
OF THE BLOCK GRANTS SCHEME

6 March 1987 - Registration of interest with the Commonwealth
Department of Educati.on (Canbexrra) by agencies
proposing to seek approval as block
authorities.

20 March 1987 -~ Distribution to those who have registered
interest of preliminary draft administration
guidelines (including draft detailed
administrative arrangements for block grant
authorities and draft arrangements for schools
not participating in the block funding
arrangementsy.

30 April 1987 - Distribution of final draft administrative

guidelines for block authorities.
15 May 1987

Applications from authorities who wish to
become approved block grant authorities -
applications to include a list of the schools
wishing to become members.

- Final notification by schools electing not to
join a block authority.

Announcement of the authorities and members
likely to be approved as eligible to
participate in the block grant arrangements
and requirements for block grant submissions.

end May 1987 -

end June 1987 - Announcement of detailed administrative
procedures for schools not participating in
block grant arrangements.

mid July 1987 - Confirmation of block authority approval,
subject to execution of agreements.

30 September 1987 -~ Submissions from approved block grant
authorities séeking approval of schedules of
proposed projects for 1988, and forward
comnmitments to projects in 1989 and 1990.

- Applications for grants from national pool
schools (to the Department’s State offices).

sources outline of block capital grant arrangements for
non-government schools

1. JCPA File 1987/2/B3.
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Preparation for the Implementation ‘of the Block Grants Scheme

3.5 In February 1987, the Department issued a proposed
timetable for the introduction of the block grants scheme. This is
shown at table 3.1.

3.6 By the end of April 1987, there had been a small amount
of slippage in the information of the above timetable, although
the Committée does not consider that ‘this would have significantly
affected the target date for the new arrangements.2 Due to the
calling of a Federal election in July 1987, the legislation to
make formal provision for the block grants scheme was not brought
before Parliament until October 1987. The Department made interim
arrangements with the potential block grant authorities pending
the passage of the legislation, in order to have the scheme
operating by 1988.

3.7 As at November 1987, the Catholic schools in all States
and in the Northern Territory are likely to form block grant

authorities. Independent schools will probably form block. grant

authorities in all States except Victoria but will not form an
authority in the WNoxrthern Territory. In the Australian Capital
Territory, the Catholic and independent schools are likely to form
a single block grant authority.

3.8 The existing non-government organisations have already
begun to seek applications and to forward recommendations to the

Minister. This is  seen to be a useful trial run prior to the

formal impléméntation of the block grants system following the
passage of the necessary legislation.

3.9 ‘Both the National Council of Independent Schools (NCIS)
and the National Catholic Education Commission (NCEC) acknowledged
that the Department. has had significant consultations with them in
the course of the preparation of the scheme. There is also
evidence that the Department is responding pOSlthel}' to the
issues raised by the non-govexnment education sector. For exanple,
both the NCEC. and the NCIS have éxpressed the view that the
previous notion of a universal Commonwealth area standard up to
which schools should be brought, has produced undesirable
consequences.d, 6 In particular, it has meant that some schools
are brought up to the full standard while others receive little or
no assistance. The Department has now amended the guidelines to
make. provision for schools to be brought up initially to 80% of
the standard in some instances, rather than immediately to the
full standard.

2, Minutes of Evidence, op cit, p.222.

3. Ibid, op cit, p.359.

4. National Catholic Education Commission Submission, op cit,
pp. 2 and 4

5. Ibid, p.6

6. Minutes of Evidence, op cit, p.306

7. Administrative Arrangements for Block Grant Authorities:
general capital element for non-government schools,
op cit., p. 20.
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3.10 The: Committee. is ' pleased to note the Department’s

responsiveness tc the problems raised by - the non-government
education sector-in the context of the implementation of the block
grant arrangements. , ; : e - : .

-y
Distribution of Punds between Block Grant Authorities:

3,11 The issue of the allocation -of funds between blocks.

within States was .examined. by the -(Committee. As. indicated above,
40% of the funds will bae.distributed on a per .capita basis -and 60%
on a needs basis wusing the Educational Resource Index.' The
Committee considers that this basis of distribution -could ‘produce
anomolies. . - - .
3.13 For . instance, if a block grant authority had a
significantly larger proportion of high socio-economic status
schools than did another block grant authority in the same State,
individual schools in the former block .grant. authority with an
equal socio-economic. status . to thoge.in the latter block grant
authority could-have a significantly qreater chance of receiving a
capital grant: This appears to be .at odds with the Government’s
policy. Given the . uncertainty about whethexr low socio-economic
status. is an absolute necessity or merely a matter .of priority,
the potential for inequitable outcomes is further exacerbated.

3.14 The Committee recommends that:

23 the Department of Employment, Education and
Training examine the funding .outcomes for schools
of equal socio-economic status affiliated with
different. block grant authorities to ensure that
anomolies do not result from the current funding
formula..

The Department’s Continuing Role

3.15 The. Committee raised with the Department the question
of its future role following the full implementation of the. block
grant arrangements. .

3.16 The Department indicated that it exgecte‘d‘ block grant.
authorities to have a great deal of autonomy,8 There was strong
support from the non-government education sector for genuine
devolution but there was also some concern that recommendations
might be reworked or second guessed when they arrived at the
Department’s central office.” The Committee is concerned: that in
several areas the Department’s expectations may not be
sufficiently clear to prospective block grant authorities. In
particular, the Committee notes the Department’s intention to
review the performance of the authorities in respect of their
assessment of socio-economic disadvantage, educational need and
financial need. Because of the vagueness of the current
guidelines in these areas as discussed earlier imn this report,
the Committee considers that the block grant authorities may have
difficulty in knowing and meeting the Department’s expectations..

8. Minutes of E(ridencg, op cit, p. 193.
9. Ibid, p. 313.
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3.17

The Committee recommends that:

24

25

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

the Department of Employment, Bducation and

Training direct staff savings resulting from these
changes to improvements in the quality of
guidelines and other documentation relating to the

program as well as to the systematic monitoring of

the program’s effectiveness.
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CHAPTER 4

THE COMMONWEALTH SCHOOLS ‘COMMISSION’S HANDLING OF A
GRANT TO A SCHOOL IN KEW ‘SOUTH WALES

. Audit Findings

. Responsés of the commonwealth Schools
’ ‘Commisgion and Former Chairman
_+° Committee Findings

Audit Pindings

4.1 Audit iréported unfavourably on the Comnonwealth
Schools Commission’s handling of a capital grant. application from
All Hallows School in New South Wales in 1984. The background to
this grant, as reported by Audit, is set out in Appendix D.

4.2 Audit found that the approval of the grant was
deficient in the following areas:

. contrary to accepted practice, the application was
not subject to final ©Planning and Finance
Committee assessment of . the educational need of
the school;

. the PFC was not involved in the scrutiny of costs
and plans for the project proposal and made no
recommendation for project funding;

. the reasons why the Schools Commission Chairman
intervened in the processing of the application
and requested the PFC to consider immediately a
grant of up to $400 000 for new facilities were
not. adequately -documented at the time of the
decision;

. the cost-effectiveness of the refurbishment and
replacement options, in terms of the provision of
suitable facilities at minimum cost, was not
determined conclusively by the Schools Commission;

. a proper assessment of the financial capacity of
the - school to contribute to- the project was not
made by the Schools Commission prior to the
initial offer of a grant to the school in
October 1984; and
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. school’s roposal to appoint the project
xtni:aqement f.'m?:. fgr. construction of the building
wag approved by the Chairman, knowing that this
was contrary to Schools Commission guidelines.
These guidelines required schools. noma;ly to call
public. tenders or to advertise publicly wheze
approval was given to depart from this, so that
the selection process would be subject to
competition. No-.compelling reasons were advanced
for the appointment of the particular firm and
insufficient negative weight appeared to be given
to the family connection. between a partner in the
firm and the main proponent for the project in
assessing  the merits of the proposal to appoint
the £irm.

Responses of the Commonwealth Schools Commission and Former
Chairman )

" comn ‘ Audit’s
.3 The Schools Commission did not accept
gindings. It indicated that the ‘PFC and the school authoritieg
could not resolve their differences even with the assistancelod
various consultants’.< It stated that there had been detaile
investigations including site visits by senior officers prior to
the approval.

mis Chairman
4.4 The Commission indicated that the then C ’
Dr P Tannock, agreed to the approval of .a grant taking into
accounts

. the previous voluntary contributions by the school
community;
. reports from senior officers; and
. the ability of the school to service an additional
debt.3
4.5 The Commission stated that the decision to agree to a

project. management approach was based on the following
considerationss

. the school could be financially disadvantaged.if‘
costs escalated during the normal tendering
period;

the firm selected had satisfactorilg completed
stage 1 and had produced design drawn'lgs. Other
firms would have been unlikely to wish to use
these drawings and this would have added further
to the cost; and

_ij-l—zigzéiency Audit Report, op cit, p. 49.
2. Minutes of Evidence, op cit, pp.150-151.
3. Ibid, p.151. -

. thexe would be an educational disadvantage to the
school arising from further delays,

4.6 Dxr Tannock advised the Committee that the primary
reason for approving the grant for a new building, rather than.
rafurbishing the existing Churxch building, was that it would
produce a better educational result.d This was the argument put
to him in a memorandum dated 17 September 1984 by a senior
officer, Mr I Hossack, following his visit to the school.
Dx Tannock  considered that the PFC had made an error of
educational judgement in recommending refurbishment.

4.7 With regard to the question of the appointment of the
project management firm, Dr Tannock indicated that at the time of
approving the grant he had anticipated that the project would go
to tender. It was some time later that he: approved the project
management approach based on the issue of cost savings and the.
potential educational problems that would have been caused by
further delay.

4.8 Dr Tannock conceded that, with hindsight, it may have
been preferable to go to tender and to set aside the ’‘special and
immediate concerns’ of the school.6

Committee Findings

4.9 The Committee broadly supported Audit’'s conclusions. It
found that the Commission had failed to adhexe to accepted
procedures for the expenditure of public money in its approval of
the grant and in the agreement to appoint the project management.
firm, In the Committee’s view, the reasons given by the
Commission and its former Chairman for this action are not
sufficient to justify the deviation from established practice,

4.10 There was no dispute that some improvement to the
facilities at All Hallows. School was required., The PFC contented
that a refurbishment would be sufficient based on the advice of
the Department of Housing and Construction that the old building
was structurally sound. This advice was later corroborated by an
independent consultant., The school’s argument that the building
was not structurally sound was based on the advice of the builder
vho completed stage one of the school’s improvements and who, at
face value, could have had an interest in the outcome of the
assessment.

4. Ibid.

5. Tannock P., Submission to Inquiry, JCPA file 1987/2/A2.
6. Ibid.
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4,11 Mr Hossack who visited the school and acknowledged that

the refurbishment option would be satisfactory, wrote that ‘it

would be posgsible to refurbish the existing church building and

to finish up with a workable school’.7 ‘This officer argued that a

new school building would be praferable from an educational and -
aesthetic point of view and said that the refurbishment would be

a ‘make shift solution’.B This is the advice which was accepted:
by the Commission Chairman. Given the amount of public money

involved, the Committee would have expected a thorough written
case to have been prepared prior to the decision being made,

explaining precisely how the more expensive option would be

educationally superior. This was not done.

4.12 In -approving the grant in this manner, <the Chairman
by-passed the usual requirement that a judgement be made about
the school’s needs in comparison to the educational and financial
needs of other schools. Further, the gquestion of the school’s
previous contribution should only have been taken into account if
this was an issue in the relevant guidelines. °

4.13 The Committee considers that the degree of departure
from normal procedures in approving the grant was not justified
by the circumstances in this case.

4.14 The Committee does not accept the Commission’s reasons
for by-passing the usual tendering procedures. The Commission had
no evidence for its contention that costs would be higher if
tenders were called except a view that the architect’s fees were
very competitive. The Commission’s approach was all the more
curjous given the known interxest of other firms ih tendering for
this work. The Committee is particularly concerned about the
failure to call tenders because of the close connections between
the school and the builder who was awarded the contract.

4.15 The Committee considers that the Commission, in seeking’
to resolve vwhat it perceived as an impasse between the school -and
the relevant PFC, ignored a number of usual principles involved
in the expenditure of public money.

7. Hossack I, letter to Chairman, Commonwealth Schools Commission,
JCPA File 1987/2/B3.
8. Thid.
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CHAPTER 5

CONDUCT OF THE AUDIT

. Timeliness of the Audit
. Nature of Recommendatjons
. Cost. of the Audit

Timeliness of the Audit.

5.1 Although work began on the audit in October 1984, the
Auditor-General’s final report was not tabled in Parliament until
24 September 1986. This duration is far greater than the
Audit Office’'s own time standard for efficiency audits, which is
to complete the process from preliminary study to tabling in
Parliament in less than 12 months.l

5.2 The delay in presenting the findings resulted in many
aspects of the report being significantly out of date,

5.3 In the report, Audit attributes the delay in the
report’'s completion solely to the failure of Schools Commission
officers to reply fully to the interim findings presented in the
preliminary audit paper.? Fairly major changes were required to
the. final draft because the Commission and the Department
challenged statements which had not been challenged at the
earlier audit paper stage. Audit argued that it was this which
delayed the presentation of the report.

5.4 Both the Schools Commission and the Department, of
Educ§tion took exception to Audit’s reporting of this matter.¢ .
Commission officers had discussed the audit paper in a meeting
with Audit staff on 6 September 1985. An annotated copy of the
paper was subsequently provided to the Audit Office by the
Department. to assist the former to determine which issues should
be. includgd in the final xeport. The Department of Education had
a firm understanding that the audit paper was an informal
document and that the correct time to respond in detail was at
the draft report stage.b, 7

1. Australian Audit Office, Annual Report 1985-86, op cit, p.11.

2. Efficiency Audit Report, op cit, paragraph 1.5.4.

3. Minutes of Evidence, op cit, p. 4.

4. Ibid, p. 84.

5. Department of Education Submission, op cit, paragraph 1.5.

6. Minutes of Evidence, op cit, p.167

7. The view expressed by the Department at the hearing appears
to be verified by the content of a letter from the
Australian Audit Office to the Department dated 11.10.85
JPCA file 1987/2 Part B(3).
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5.5 During the hearings, the Audit Office acknowledged that
it was responsible for some of the delay in presenting the
report. The branch head who was overseeing the audit had beea on
extended sick leave and retired on medical grounds in April 1986.
An officer_ originally assigned to the audit was transferred
interstate. However, Audit persisted with its argument that the
auditee was primarily responsible for the delay.

5.6 The Committee found that the Audit Office was primarily
responsible for the delay in completing the audit based on the
evidence available to it. The audit paper was not available until
August 1985, which is several months later than would have been
required for the tabling of the report by October 1985.9 It took
from 11 October 1985 to 13 March 1986 (5 months) to make
supposedly minor modifications to the audit paper, based on what
Audit asserts were limited comments from the Depatment of
Education and the Schools Commission. The delay caused by the
Department’s probable misunderstanding of the status of the audit
paper would amount to no more than a few months out of the one
year that this report was delayed.

5.7 The Committee considers that planning for the audit
should have included some allowance for staff movements and the
possible absence of the officers involved. The xequirement for
Audit to continue to process financial statements was known from
the outset and is not acceptable even as a partial justification
for Audit’s contribution to the delay. Further, the Committee
believes that the Audit Office should take some responsibility
for the Department’s misunderstanding of the status of the audit
paper. The details of the efficiency auditing process are
unfamiliar to most managers in the Australian Public Service.
Even those with a general knowledge of auditing may not be aware
of the specific status of each document and the auditee’s precise
obligations in relation to it. This places an onus on the Audit
Office to ensure that the procedures are well understood by
auditees.

5.8 The Audit Office has a responsibility to report to
Parliament objectively on its £indings. It should not seek to
conceal shortcomings in its own organisation by attributing blame
to auditees. The Committee considers that actions of this type
could seriously damage Audit’s credibility and its relationship
with auditees.

5.9 The Committee recommends that:

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

8. Minutes of Evidence, op cit, pp. 10-11.

9. Ibid, p.13 (In evidence before the Committee, AAO acknowledged
that the earliest the report could have been tabled was
February 1986 given that the audit paper was not presented
until August 1985. This implies a five month time overrun).
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27 where efficiency audits have not been tabled
within twelve months of the beginning of
preliminary data collection, the Australian Audit
Office should provide a full and frank statement
of reasons for the delay in the xeport of the
audit; and

28 the Australian Audit Gffice should prepare a set

of explanatory documents to assist auditees to

—_ fully comply with the demands of an efficiency
. audit.

Nature of Recommendations

5.10 The ultimate objectives of efficiency auditing include,
inter alia, better value for money for Commonwealth expenditure
and increased program effectiveness in the agencies audited.
These objectives are achieved through  improvements to
administrative practice in departments and authorities in
response to the Audit Office’s findings and recommendations and
the subsequent scrutiny by Parliament. To maximise the likelihood
of its recommendations being implemented, and ensuring that these
recommendations add to the achievement of the above objectives,
Audit’s recommendations should be sufficiently detailed, balanced
and not involve unnecessary expense or resources.

5.11 Although the Committee acknowledges that it is not
Audit’s role to tell a department how to do its Jjob, it does
consider that recommendations should be sufficiently detailed to
enable a department to understand the full intention of those
recommendations. This is particularly important when Audit may
have reason to suspect that the auditee does not fully appreciate
the reasons for a recommendation. For instance, in this audit,
the Audit Office recommended that the Department. ‘maintain an
adequate information base, through surveys or other means, for
the assessment of the needs of established schools for buildings
and facilities ....’.10 The Schools Commission advised the Audit
Office that the Commonwealth does not have constitutional
authority for education nor does it accept responsibility for
deficiencies in school buildings across the nation. Rather, the
Commonwealth supports. particular educational initiatives., 1In
these circumstances, it indicated that a comprehensive national
database was not warranted. The Committee supports this
recommendation but considers that Audit could have been more
explicit as to what it would -consider to be ‘adequate’. The scope
of the recommended database, and hence its likely cost, may not
be clear to the Department.

5.12 Audit findings and recommendations should be balanced.
In particular, they should take account of both the external and
internal environments impinging on programs and their
administration.

10. Efficiency Audit Report, op cit, paragraph 6.1.11.
11. Schools Commission Submission, attachment B, op cit,
paragraph 53.
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5.13 The Committee congiders that the audit report failed to
acknowledge the. constraints of the environment within which the
capital grants program operates. For instance, the report did not
recoqnine the demands on the. Schools Commission resulting from
the. ~existence and nature .of the Planning ‘and: Finance Committees.
These Committeas placed a high value on +their autonomy and
professionalism and typically considered that local judgements
about priorities were.more.appropriate than centralised decision
making.. Moreover, they relied for their legitimacy and
effectiveness. - on the continued  support of the major
non-government education groups, a support which.could not be
taken for granted. This posed dilemmas for the Schools Commission
about the degree of prescript:ion which would be appropriate and
acceptable for the PFCs’ operation. The report gave no indication
that such difficulties may have existed for the Schools
Commission. , - . - ) -

5.14 The .Committeer is - not suggesting that poor
administrative practices should be excused .on the grounds of a
complex environment. nor that the Audit Office lose its
objectivity in reporting its findings. Rather, it is arguing that
an~ analysis’ of the demands of .a particular .administrative

environment will . aid - the Audit  Office’s and Parliament’s

understanding -of the context wj.thin which the program operates
and will also increase the likelihood that recommendations will
bring about greater efficiency and effectiveness.

5.15. The Committee recommends: thats

29 the Anstrnuan Audi.t offj.ce ensure that its
recommendations are sufficiently detailed to

enable auditees to be clear about-their scope and:

intention; and

3¢ the Australian Audit Ottice include a statement of
the administrative context within which "the
auditee is operating in its efficiency audit
xeports.

Cost of the Audit

5.16 This audit of the -administration of cqg%tnl grants: to-

non~-government schools cost approximately $86 000.

5.17 The Audit Offj.ce does not make an estimate of the‘

likely cost of an audit in dollar terms prior to its
commencement, although it does estimate the proposed number of
hours of audit time and the likely cost of txravel. The total cost
is measured. after the audit is complete so that Audit.-can fulfil
its statutory obligation to report this fiqure in its annual
report. ¥ )

12. Minutes of Evidernce, op. cit, p. 4.
13. Ibid, pp. 41-42. s
8

5.18 The (Committee considers that the Audit Office should
estimate the likely cost of an audit prior to its commencement.
This would provide Parliament and managers within the Audit
Office with a sound basis for comparing the proposed and actual
use: of resources during an audit.

5.19 The Committee recommends that:

31  the Australian Audit Office prepare cost estimates
{in .dollars) of each audit prior  to its
commencement: ;.

32 the Australian Audit Office monitor the cumulative
cost. of each audit;

33 the Australian Audit Office repoxt both the
estimated and final cost of each efficiency audit
in the report of that audit; and

34 where the final cost of the audit is greater than

the estimate, the reasons for this should be
stated in the report.
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AUSTRALIAN AUDIT OFFICE RECOMMENDATIONS.

AND DEPARTMENT OF EDUCATION’S RESPONSES - °
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APPENDIX A




Guidelines for processing capital
grant applications.

Audit Recommendation 1

The Department should set out in
an authoritative document:

(a} the powers, legislative
basis and functions of the
Minister, the Department's
Central and State Offices,
PFCs and building
consultants;

(b) specific tasks to be
performed by PFCs and State
Offices in relation to the
program;

(c) ground rulés for the
operation of PFCs and their
sub-committees

(a) the meaning, in a clear and
explicit manner, of key
terminology relating to the
asgessment of applications;

(e) clear, comprehensive and
detailed guidelines on
assessing the financial
capacity of applicant
schools; and

{£) operational guidance on
standard systems, procedures
and documentation for the
initial processing and
assessment of applications,
their processing beyond PFC
reconmendation stage and the
administration of approved
projects.

Department's response*

The Department acknowledged the
need to clarify to applicant
schools, as well as to State and
Central Office staff involved in
administering the program, the
essential legislative,
administrative and policy issues.

Operational procedures-are now
covered. in detail in the CASPA
Manual, which provides guidance on
the input, processing and report
facilities of the CASPA system on

which the Program's administration

is based.

Administrative Guidelines issued
in January 1987 and made available
to. all non*government schools now
provide more detailed advice on
the Capital Grants Program,
including comments on the
legislative basis, eligibility
requirements and initial
processing procedures.

In addition, the Department has
released. revised specific
Procedure Manuals for the
Aboriginal and Torres Strait
Islander element and for the
Disabled Students element., The
draft of a similar manual is
currently being finalised for the
general element and should be
ready for circulation by

June 1987,

While the Department is committed
to producing a single
comprehensive document, its
preparation has been held over
pending the finalisation of
arrangements for the operation of
the block grant awthorities. When
it is produced, it will cover each
of the issues raised by the
Auditor-General.

Based on the Department of
Education's submission to the
inquiry (Minutes of Evidence,
pp48-78)

*Por reasons of space, a number of
the Department's responses have
been paraphrased or summarised.

Audit Recommendation 2

The Department should also:

(a)

(b

{c)

arrange induction guidance

‘for new PFC members;

revise its instiudctions as
necessary and issue a
handbook forf PFCsy and

approve thé preparation of
local procedural
instructions by State
Offices to amplify nqtionxl
operational guidelinés on
standard 'systeéms, procedures
and documentation.

Department‘'s response o

A draft Landbook for PFCs is . now
avaiiable, However, with the -
Government 's annouriced intention
of introducing block capital
grants' as from 1988, the
involveément of PFCs with-the
Capital Grants rrogram will cease
as of the end of this year.

fn the intérim period, State
Offices of the Department-are
providing new PFC members with the
1981 ‘Guidelines for the
Commonwealth Capital .Grants
Program for Non-Govérnment. .
schools', which gives an accognt
of the functions of the Planning
and Finance Committees and the
expectations held for the input of
PFC members. In addition
comprehensive oral induction .
briefings are given, and members
attention is drawn to other
existing guidelines and manuals to
aid PFCs and their sub-committees
in the work of assessing the
financial and educational needs of
schools in relation to particular
projects.

The Audit recommendation about the

preparation of local p:ocgdu;al
instructions by State Offices has
been noted by the Department. A
formal instruction has not yet
been issued to the State offices
to prepare these instructions as
it is considered that it was more
important to address. the issue of
block grants. Consideration will
be given to this matter in 1988
after the introduction of block
grants.
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Audit Recommendation 3

For the administration of new
program elements the Department
shoulds .

(a}) make plans which allow for
the lead times associated
with the implementation of
such initiatives; and

(b) issue operational guidelines
for observance by PFCs and
State Offices as soon as
practicable after relevant
government decisions have
been made:.

44

Department's response

The Department developed
conprehensive draft guidelines for
use. by State Offices and the
Advisory Committee on the Disabled
Students element to enable its
smooth introduciten.

The Department is currently
preparing guidelines for use by
Block Grant Authorities. ALl
non-government schools as well as
systemic school authorities and
associations of independent.
schools were notified on

13 February 1987 of the proposed
changes under block grant
arrangements, outlining the
various options open to schools.
In the meantime, PFC Chairpersons
were briefed in November 1986 on
the possible impact on the
Committees of a decision to
proceed with block grant
arrangements. A preliminary draft
of detailed administrative
arrangements was issued for
comment on 31 March 1987. It will
be finalised once enabling
legislation for the creation of
block authorities has been
enacted.

Guidelines for schools not wishing
to participate in block grant
arrangements, as well as those for
a new National Advisory Committee,
which will effectively replace
PFCs in assessing applications by
these schools, are currently being
developed. Drafts are being
circulated and final documents
should be available by

30 June 1987.

Advance planning by the Department
in preparing detailed procedural
documents to aid all parties
concerned prior to the
introduction of Block Capital
Grants should ensure effective
administrative arrangements for
the implementation of the Block
Grant Scheme in 1988.

Operations of Planning and Finance
Committees and State Offices

Audit Recommendation 4

With a view to improving the
operations of State Offices and
PFCs, the Department should give
consideration to:

(a) investigating the case for
increasing PPC 'membership in
New South Wales, Victoria
and Queensland, as part of a
review of the workloads of
PFCs;

(b) appointing more persons
resident outside State
capital cities to PFCs;

{c) reviewing whether the
involvement of PFCs in
certain matters of an
administrative or
quasi-appellate nature would
be more appropriately
handled by the Department or
the Minister's delegate;

(d) vesting PFCs with the
responsibility for advising
the Department and schools
of their recommendations;

(e) clarifying the planning and
general advisory functions
the PFCs are expected to
perform in respect of the
capital grants program;

(£) reviewing the powers and
operating arrangements of
PFC Sub-committees; and

(g) getting appropriate
performance standards and
monitoring systems
perfcrmance, in terms of
case workload, processing
times and staff
productivity.
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Depa:tment's response

(a-£) With the introduction of
block capital grants, PFC's will
cease to be involved in the
Program and no further
appointments are expected. In
developing the procedurés and
guidelines for block grant
authorities and any associated
committees, Audit recommendations
directed to the working of PFC's
will be implemented.

Committee servicing functions are
now carried out by Departmental
staff. The State Directors of both
the Commonwealth Department of
Education and the Commonwealth
Schools Commission have been
appointed by the Minister as
ex-officio members of each PFC.
With these increased numbers on
the Committees, combined with a
reduction in workload by taking
new schools policy outside the
sphere of responsibility of PFCs
(as mentioned in 1.9(8)),
increased efficiency was achieved.

(g) With the introduction of the
CASPA system in late 1985,
reporting facilities became
progressively available .to monitor
performance in each State and on a
national basis. The Department now
regularly:

. monitors commitments by Act
at various stages of
processing applications;

. monitors project numbers and
grants paid; and

. identifies projects delayed
at any processing stage.

With the move by the Department to
program budgeting from

1 July 1987, a preliminary set of
performance indicators has been
developed. The need for a specific
staff performance monitoring
system has so far not been given
high priority due to the
relatively small size of the
Branch, which enables effective
continuous evaluation on an
informal basis.



Audit Recommendation 5
The Department should ensure that:

(a) appointments of persons to
Png are valid and timely;
an

(b} PFC minutes are received at
Central Office in a timely
manner and are subjected to
appropriate scrutiny.
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Departnent's response

(a}) Appointments to PFCs are now
controlled by the Appointments
Unit of the Department’'s
Parliamentary Liaison and Public
Relations Branch which has. the
specific responsibility of
ensuring that all Ministerial
appointments are procedurally
correct.

(b}  Instructions were forwarded
to State Offices-of the Department
in November 1985 that three copies
of future PFC minutes be submitted
as soon as practicable after each
meeting. The minutes are
scrutinise@ by the First Assistant
Secretary Schools General Programs
Division and the Assistant
Secretaries of Capital Grants,
General Recurrent Grants and
Operations Branches, as well as by
program staff.

Minutes are being received in
accordance with these
instructions.

Guidelines and information for
schools

Audit Recommendation: 6

To ‘provide satisfactory guidelines
and information for schools
applying for cdapital grants, the
Department should:

{a) produce a separate

. publication on the
administrative arrangements
‘for processing applications;

(b) increase its efforts to
issue annual program
guidelines earlier;

(c} consider incorporating in
the guidelines, Audit.
suggestions regarding the
assessment of school
finances, provision of
particular facilities, and
cost and area data;

a review. the relevance and
currency of guidelines for
library resource. facilities
and :services, which had not
been revised since 1979;

(e revise the capital grant
application form by
improving explanatory notes,
providing more space for
answers, incorporating:
standard requests for
supporting documentation and
identifying the funding
category under which
assistance is. sought; and

{(£) produce “separate forms for
special funding categories..
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Department's Response

(a) The 1986 Program Guidelines
provided considerably méte
information than previous issues.
Cost and area standards were given
in the form of an appendix to
assist schools in the development
of applications. The 1987
Guidelines also contain detailed
program information. In addition,
a separate publication is in the
final stages of preparation
setting out further details of
administrative procedures of the
Program. It is expected to be
finalised by June 1987.

Supplementary Guidelines were
prepared in relation to the two
national elements, ie the
Aboriginal and Torres Strait
rslander element and the Disabled
Students element.

(b) It has not been possible to
issue the annual Program

Guidelines before the month of
Januvary in either 1986 or 1987,

In line with a similar situation
in previous years; relevant
legislation for 1987 was not
passed by the Parliament. until
well into December 1986, It. is
also questionable whether schools
wonld benefit froi an earlier
release of these Guidelines, as
the end of year activities of most
schools, combined with long summer
vacations, result in an absence of
appropriate staff in most schools
until early February. The
Department is, however, examining
whether it is feasible to provide
annual/periodic updates to a base
document instead of issuing new
guidelines annually.

(c) The administrative procedures
document, referred to under (a),
provides information about -cost
and area standards, as well as
financial and educational needs
assessment objectives. Likewise,
the guidelines for the two
national elements contain
information on facilities, costs
and areas.




Initial processing of applications
Audit Recommendation 7
The Department should:

(a) set national closing dates
for funding rounds in
respect of each program
element having regard to the
timing of government
decisions, the publication
of program guidelines, the
availability of the latest
data on school finances and
anrolments, extended school
holiday periods (during
which PFC visits should not
normally be arranged) and
other relevant factors:

{b) ensure that such closing
dates are generally
observed, except in special
ang,exigent circumstances;
an

(¢) clarify its requirements for
process control and
management information
purposes and, as an interim
measure, standardise record
maintenance systems
incorporating the best
features of the various
existing State Office
procedures.
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(@) The Commonwealth Schools
Commission in conjunction with the
Department is currently proceeding
with initial arrangements to
examine the feasibility of
reviewing the guidelines for.
library resource facilities and
services, published in 1979 under
the title "Books and Beyond".

(e) The revision of the
application form for the general
element at the time of introducing
the CASPA system in late 1985
encompassed suggestions made by
Audit.

(f) Separate. forms were developed
in 1986 for applications under the
Aboriginal and Torres Strait
Islander element and the Disabled
Students Element.

Departments's response

(a, b) The closing dates for
applications in relation to the
Aboriginal and Torres Strait
Islander (ATSI) element and the
Disabled Students Element are

15 April and 31 October
respectively. They are publicised
in pap adverti ts and
are detailed in the guidelines for
each element.

The Departmental Working Party
formed in, 1985 to review the
Capital Grants Program recommended
against the suggestion of an
annual closing date for
applications under the general
element, as considerable State
differences in. residual ‘forward
commitment balances frequently
exist, requiring multiple annual
funding rounds in some States.
However, with the proposed
jntroduction of Block Capital
Grants in 1988 steps have been
taken to stipulate national
closing dates for the general
element in the same way as they
apply to the ATSI and Disabled
Students elements.

(¢} The implementation of the
CASPA system has led to an
improved management information
system in Central Office. This
will be further refined when
adapting CASPA to encompass the
proposed block capital grants
system.

Assessment. of applications

Audit Recommendation 8

The Department should:

(a)

(b)

(c)

(@)

(e}

(£}

(g)

determine principles to be
applied in deciding which
schools applying for capital
agsistance should be
included in school visit
programs;

review existing work
practices and issue revised,
cost effective guidelines
relating to the number and
composition of official
visitors to schools;

review existing
locally~prepared school
visit reports and approve
the design of standard
report forms for
Australia-wide use;

review the adequacy of the
various PFC arrangements for
financial need assessment
and implement the best
elements, Australia-wide;

as far as practicable,
assign financial analysis
responsibility to State
Office staff as
administrative support to
PFCs;

require schools to provide
in support of their
applications evidence of
their incapacity to provide
f£rom their own resources
funds additional to those
declared and their inability
to obtain them from lending
institutions, supporting
communities, parents or
other sources; and

design and implement the use
of standard forms for
presenting summaries of the
financial sitvation of
applicant schools and for
assessing their financial
need.
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Pepartment's response

As a result of the
Auditor-General's Report, the
Departmental Working Party carried
out a comprehensive review of
operational aspects of the Program
and in March 1986 made a number of
recommendations in relation to
observations made by Audit. At the
1986 State Directors conference,
Directors. were advised to
implement these recommendations.

ta,b) It was recommended that
school visit programs undertaken
by PFCs be selective and generally
limited to those applicants where:

. clarification of information
relating to eligibility and
priority criteria is necessary;
and

. an inspection of the
suitability and condition of
facilities is required.

(c) It was recommended that a
standardised visitors' report form
be prepared by the Central Office
of the Department for use by State
Offices and PFCs. Such a form has
been prepared.

(a@) In relation to the Working
Party recommendation that a
formula-based approach to
determining a school's capacity to
contribute to a project be
developed, taking into account
general recurrent funding
policies, a preliminary model was
subsequently developed for this
step, but has not yet been
refined, owing to uncertainty
about the extent to which
assessment procedures to be
adopted by Block Grant Authorities
would be prescribed.



Audit Recommendation 9
PFCs should:

fa) limit as far as practicable
the scale of school visit
programs, by excluding
schools about which adequate
information is already
available or whose relative
educational or financial
need is considéred low:

(b} record in their minutes the
reasons for decisions to
visit or not visit
particular schools;

{c) allocate the workload
associated with the schools
visit program more evenly
among their members;

{e) Concerning thé'-recommendation
that financial need agsessments be
undertaken by State Office statf
of the Department, with - -
endorsement by PFCs, all ‘except
the NSW State Office have been
able to implement this direction.,
In NSW, a- Financial Planning
Sub~Committee ki :
information due t6ithe large
number of applications received in
that State. That system has worked
well and the Sub-Committee asked
to continue to provide its
assessments, Glven the linited
remaining life-span of the PFC, it
was not considéted to be ‘in the
best: interest of the Ptogtam to
change the system at this late
stage. ’

(£,9) Work is proceeding with the
implementation of &tandardised
financidl analysis forms for use
by all State Officés. Schools are
already required to-submit
evidence of existing debt
servicing loads and statements
detailing their current income as
well as expected future caseé flow
data for examination and
assessment by State Office staff
and scrutiny in Central Office.

Department's response

(a-c) PFCs have ‘Been requiféd to
d t their reé for ‘not
visiting schbols, and do so, With
an extended Committee and
decreased areas of responsibility,
the workload of ‘PFCs is now spread
more evenly among members,

(@)

(e}

(£}

(q)

(h)

as far as practicable, and
in order to facilitate
congistent assessment of
similar capital grant
applicationg, éongider
application. schools

,sgpa:gtg;yz

in claéseaiéf similar types
of project proposals, and

' éccording to program

elements or project
categories accorded target
fupding levels;

make initial assessments of
educational need together
with provisional rélativity
ratings of applicant
aschools,. with particular
ratings being refined
subsequently (giving
particular atteption to
assessments. of borderline
cases .around the expected
funding cut-off point).;

. develop .and record

assessment principles and
processes, which meet
‘government priorities and
departmental guidelines, in
respect of education needs;

" recora details of the

methods. employed, input data

.used and resnlts of the

-assessmients, together with
reasons. for the assessments
of applicant schools'

lfeducational néeds; and

record. the basis. for. the
assessed financial
contribution of applicant
schools.

(d) The provision of separate
elements within the capital grants
program was abolished in 1986 andg
replaced by the one general
element. The two national
elements, ie the Aboriginal and
Torres Strait Islander element and

the Disabled Students element, are

not directly subject to PFC
scrutiny, but are considered in
annual. rounds. Recommendations
made by audit in relation to the
assessment of similar grant
applications therefore have been
overtaken by the setting of
changed parameters for the
program.

(e-h) PFCs now make detailed
assessments of the educational
need of schools utilising area ang
costs standard criteria as
outlined in Section 2,2(iii) of
the 1981 guidelines and Section
3.26 as well as Appendix B in the
1986 Administrative Guidelines.
With the introduction of the CASPA
system in 1985, standardised
procedures were adopted. Letters
to schools advising them of
progress in the assessment process
relating to their applications
have likewise become standardised
among State Offices as a result of
the now uniform ADP processing
system. The use of the visit
report form referred to in the
resp to R dation 8(c)
ensures that reasons for
conclusions made in the
educational assessment of
applications are recorded.

The Department is developing
standard forms summarising
financial needs data for use by
June 1987,
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Preparation and check of final
sketch plans

Audit Recommendation 10
The Department should:

(a) design standard operational
procedures and advice
letwers in respect of final
sketch plans, providing
notification of assessed
financial contributions by
schools, nomination of
building consultants, and
requesting schools to
furnish plans, costings and
associated documentation
within a specified time,
including reference to
provisions for approval of
time extenstions where
justified;

(b) advertise building
consultant vacancies,
appoint some suitable
persons in non-metropolitan
areas as consultants, and
ensure that all building
consultants hold approved
appointments before and
while performing duties;

{c) issue guidelines on the
functions and
responsibilities of building
consultants in relation to
the development,
implementation and
evaluation of school
building projects,
including, if appropriate,
the retrospective evaluation
of the effectiveness of
capital grants to individual
schools;

(@ have State Offices provide
induction training for newly
appointed building
consnltants and keep all
consultants informed of
program priorities and
administrative arrangements
through periodical briefings
and/or newsletters;

Department's response

(a) Comments made in response to
Recommendation 9{e-h) as to- the
relevant effect of the
introduction of the CASPA system
and the resulting standardisation
of advice letters also apply here.

(b} Vacancies for building
consultants are now advertised in
a standard form in all States when
vacancies occur. Consultants are
employed on a contract basis.
State Offices of the Department
have been directed not to use the
services of consultants outside
their tenure and terms of
appointments.

(c,d) While guidelines
specifically for use by
consultants have not been
developed at this stage,
consultants. are provided with
detailed briefings on the capital
grants program as part of their
induction on appointment. This
includes the issue of all relevant
procedural statements, guidélines
and other pertinent publications.
They are informed through State
0ffices of any new policy
developments concerning their area
of activity. This information is
updated as the need arises. The
desirability of providing a
consolidated‘info:mationlpackage
to consultants is being addressed
in the formulation of
administrative procedures for
block capital grants.

(e) review existing Staté Office
procedures relating to the
pattern ‘of building
coasultant visits to schools
-and issue revised guidelines
on the expected number,
timing and duration of
vigits and contacts with
school architects;

(£) produce building consultant
report forms of standard
design for reporting
periodically on progress,
including reports on the
results of particular school
vigits; and

{g) specify the respective
responsibilities of PFCs,
building consultants and
State Offices for the
scrutiny of final sketch
plans and associated
documentation, and produce
standard checklists for each
of these parties to record
performance of their tasks.

Recommendations for capital grant
offers

Audit Recommendation 11
The Department should:

(a) require schools seeking
funds for leasing facilities
to furnish proof of ability
to meet leasing costs from
their own resources at the
end of the assistance
period, and review the
viability of these schools
well before the end of that
period;

(b) review the adequacy of the
project profile form;

(e~g) Standardised instructions
have been provided by Central
Office in relation to the use of
building consultants,
incorporating suggested frequency
of visits, contact persons, use of
particular report forms, etc.

Work is almost complete on the
developmént of a standard
check-1ist on final sketch plans
and associated documentation,
although some States currently use
their own administrative check
lists devised for this purpose.

Department’s response

{a) The number of projects
involving the provision of a grant
to assist with leasing of
facilities is very small. However,
the Department acknowledges the
desirability of establishing a
school's long term viability prior
to offering short term leasing
grants. Program Guidelines now
specify that schools must be able
to demonstrate that leasing costs
can be met from school resources
at the end of the assistance
period. .

(b,c) The project profile form has
been updated to incorporate more
information on schools' catchment
areas and the school community. It
is now standardised.
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{c) require PFCs and State
offices to obtain more
specific information on
school communities and
statistical data on the
areas served by applicant
schools and to record their
consideration and assessment
of recommended applications
ondproject profile forms;
an

(a) monitor the quality of
project profile
documentation at specific
intervals and take
appropriate corrective
action.

Central Office scrutiny of
recommended project proposals

Audit Recommendation 12

The operations which were
undertaken previously by the
Commission's School Facilities
Branch should be improved by:

(a) examining more closely the
quality of PFC
recommendations and the
conformity of project
proposals to program
guidelines, and providing
appropriate advice to the
Minister's delegate about
capital grant applications;

(b) developing indicators of
workload, staff productivity
and processing times for
casework, and monitoring
performance against
standards;

{c) keeping an official
consolidated set of internal
program guidelines and
procedural instructions;
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{(d) A more comprehensive program
of quality control checks, which
will also incorporate regular
scrutiny of project .profile.
documentation is being deveioped.

Department's response

(a) With the introduction, of
standardised approval procedures,
scrutiny of PFC recommendations
and State Office evaluations has
been intensified. Submissions
seeking the approval of the
Minister or her delegate now
contain more analytical
information as to project
conformity with program
guidelines.

(b) A periodic reporting facility
within the ADP system in relation
to workloads and processing times
is being developed in the context
of program budgeting. Reporting
facilities of CASPA are being
progressively updated to further
facilitate increased quality
control.

(¢} A consolidated set of internal
guidelines for the various program
elements is now being kept in
Central and sState Offices of the
Department.

(@) documenting work procedures
associated with the
processing of applications
and post-approval actioning

of capital grants at Central

Office;

(e) producing standard
checklists or control sheets
to assist in performance of
work and to record that
necessary work had been
cogpleted satisfactorily;
an

(£) instituting appropriate
indexes for policy and
administratrive files and
school application case
files.

Post-approval action on capital
grants

Audit Recommendation 13
The Department should:

(a) review the adequacy of the
design of payment schedules;

(b) review the adequacy of the
wording of the standard
accountant's certificate in
terms of legislative
requirements;

(] seek a delegation from the
Minister to approve time
extensions for furnishing an
accountant's certificate and
grant such extensions in
appropriate cases; and

) ensure prompt follow-up
action is taken on
outstanding certificates,
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(d) By June 1987 it is proposed to
issue an administrative circular
to State Offices of the Department
setting out in, detail the post
approval work processes undertaken
by Central Office. The CASPA
Manual provides an account of

action that is involved in dealing

with an application once approval
for a project has been given.

(e,f) Central Office is now using
a detailed check list (CGl) to
progressively record
administrative action on each
application. State Offices of the
Department have been forwarded
separate action check lists to
assist processing of applications
at that end, with the instruction
to use these lists in conjunction
with each project file. CASPA now
incorporates indexes of policy and
administrative case files. Both
Central Office and State Office
file numbers are cross~referenced.

Department's response

(a) Payment schedules were revised
at the time of the introduction of
the Department's CASPA system.
Design deficiencies noted by Audit
have been rectified.

(b} Work is to be undertaken and
completed by June 1987 to examine
and review the procedures
involving the provision of
accountant's certificates in
relation to grants paid under the
program.

{c) The First Assistant
Secretaries of the Department's
Schools General Programs Division
and Management Division are
delegated to approve a time
extension for the provision of an
accountant's. statement, if the
circumstances warrant such
extension.

(4} The Department's ADP system
contains a reporting facility
which lists projects for which
accountability statements are due.

State Offices now make regular use

of this facility to ensure that
follow-up action is being taken on
outstanding certificates.




Information Base for the Capital
Grants Program

Audit Recommendation 14

The Department should:

(a)

(b)

(c)

(e)

maintain an adequate
information base, through
surveys or other means, for
the assessment of the needs
of established schools for
buildings and facilities, to
assist discharge of policy
advice and program
development

. respongibilities;.

collate, analyse and use
information relating to
capital grant applications
associated with significant
increases in school
enrolments, to support
overall planning for the
provision of new school
places and proper assessment
of particular capital grant
applications;

review the design of capital
grant statistics to ensure
they are comprehensive,
sufficiently detailed and
relate to appropriate time
periods, issue a manual
covering statistical
information requirements and
monitor State Office
compliance;

ensure the statistical
series are produced on time,
properly analysed and used
in relation to the further
development of policies,
programs and administrative
arrangements where
appropriate;

rationalise and integrate as
far as practicable the
information currently held
on schools' operations and
capital grant histories; and
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Department's response

ta,b) The Department recognises
the desirability of having
comprehensive information to
support policy development.
Current government policy,
however, is that the primary
responsibility for the provision
of school facilities rests with
government and non-government
school authorities in the States
and Territories. The great
majority of non-government school
capital projects .are financed by
schools or school authorities from
other sources and the Commonwealth
gives explicit recognition to this
in its formula for determining
general recurrent grants.

With regard to the suggestion on
the assessment of planned
educational provision it must be
recognised that there are limits
to the Commonwealth's powers over
the construction of facilities for
nev student places and its ability
therefore to gather and use
detailed data of the kind perhaps
envisaged by the Audit Office when
recommendation 14(b) was framed.

The revised policy on new schools
and those undertaking a change in
operations, announced in

March 1985, included provision for
the establishment of committees in
the States and Territories to make
recommendations on the priority to
be afforded- applications for
Commonwealth General recurrent
funding. These committees draw
heavily on information held by
State governments and
non-government ‘school authorities.
It is arguable that the
Commonwealth would be engaging in
significant duplication of effort
were it to go as far in the
setting up of a data base as might
be inferred from a literal
interpretation of the
recommendations.

(£)

for the future development
of the information base,
identify more precisely its
information needs relating
to policy initiatives and
program administration, and
institute appropriate
nation-wide systems for
collecting and reporting
statistical data preferably
as a by-product. of
computerised systems for
processing capital grants.

(c,d) Capital grant statistics are
now contained in the CASPA system.
The CASPA manual now covers
requirements. of State Offices in
relation to statistical input
data, A built-in check program
ensures that adequate and relevant
input is available before it is
possible to proceed to a
subsequent application processing
stage. The statistical series
referred to in the Audit report
were not continued, as the CASPA
report transactions are now able
to provide relevant information on
an “as required” basis.

staffing restrictions have so far
prevented the collection and
evaluation of some of the
by-product information. It.is
proposed to develop a statistical
information system as priorities
and resources permit.
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Obgervers
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Natiomal council of
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pepartment of Educatlon

obsgervers
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APPENDIX C

LIST OF SUBMISSIONS

National Catholic. Education Commission

NSW Catholic Education Commission

C 1th Schools Commission .
Department of Education t
Department of Finance

National Council of Independent Schools

Dr P Tannock

Some of the above organisations and individuals have forwarded
more than one submission during the Inquiry.
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APPENDIX D

Australian Audit Office's account of the circumstances
surrounding a grant to All Hallows School

1. In 1984 the then Chairman of the Commission approved a
capital grant of $400 000 for a new building for a
school in New South Wales and the appointment of a
particular project management firm for the construction
of the building. Audit findings together with the
responses by the Commission and the former Chairman are
summarised below.

2. The school concerned lodged an application in the 1982
funding round for demolition of an existing building
and construction of a new building. Following visits to
the school by the PFC and a building consultant, the
PFC rejected the application for a new building
‘because, in its view, the existing building was still
useful and could be restored at much less cost than
replacement. The PFC considered that the need for
refurbishment was not of sufficient priority to attract
Commonwealth assistance. The school made another
application in the 1983 funding round. After further
independent professional advice (from thé Department of
Housing and Construction}, the PFC again decided that
support for a project involving demolition of the
existing building could not be recommended.

3. The school and its project team which was constructing
other new facilities financed by the school, remained
of the view that the building was structurally unsound
and cotild not be effectively or economically
refurbished. Ae a consequence, the Commission appointed
an- independent consultant who reported in May 1984 that
the building was basically sound and that the cost of
providing suitable facilities by means of refurbishment
and some additions would be approximately $300 000 less
than the cost of replacement by new facilities. The
school, however, said that these cost estimates were
not realistic. The Commission's State Office initially
agreed that the Conimission's and -school's professional
advisers shiould meet ‘to resolve this issue, but
subsequently informed the: school in July 1984 that the
independent consultant would obtain a cost estimate for
the refurbishment work from a contractor, and sought
co-operation in providing site access. The school did
not reply.
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Source:

School representatives met the Commission Chairman in
August 1984 and then lodged a further application for
capital assistance as part of the 1984 funding round,
In the same month the Chairman decided that the PFC
should consider immediately the application for new
facilities on the condition that any recommended grant
would not exceed $400 000. In September 1984 the PFC
considered the application and decided that there was
insufficient evidence to justify support for demolition
of existing facilities and construction of new
facilities. The PFC resolved that refurbishment of
exjsting facilities would be educationally appropriate
and that this approach should be furtlier investigated.
The State Office indicated support for the PFC's stance
and advised that, on the basis of the building
consultant's estimates, the school might have no neeg
for Commonwealth financial assistance for the
refurbishment. project.

In line with advice from senior Central Office staff,
the Chairman informed the school in October 1984 that

-approval had been given for a. grant of up to $400. 000

for its new building project. He added that a formal
offer would be made once the Commigsion was assured
that the project proposal conformed with Commission
gquidelines and that the cost of the project had been
confirmed, In the same month the PFC Chairman wrote to
the Minister for Education and Youth Affairs and the
Commission Chairman, expressing the PFC's concern about
the grant made for the new school building.

In November 1984 the State Office scrutinised the
number, size and cost of the proposed facilities and
found them to be within Commission guidelines. The
State Office noted that. the school wished to use a
project management approach and to appoint the
particular project management firm which had
constructed other new facilities for the school ('Stage
1' of the school's own re-development program). The
school's financial contribution to the project was also
assessed by the State Office.

In December 1984 the Commission's Central Office
recommended approval of the project management approach
involving the appointment of the particular management
firm. In accordance with this advice, the Chairman made
a formal grant offer to the school in the same month,

Australian Audit Office, Efficiency Audit Report, pp 48
and 49.
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