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DUTIES. OF THE COMMITTER

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)

[{-3]

dy

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 50 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 Paxliament.

(iv)

FREFACE *

This repoxt presents the findings of the Committee’s
review of the proposed computer system re-eqipmgm: and
redevelopment program of the Australian ‘TaxatiorOffice. The
report is the fifth to be tabled by the Committee u{er the terms
of its standing reference (passed in the House of l_zyx:esentat.wes
on 8 May 1985 and the Senate on 10 May 1985) to iyestigate ;nd
report on proposed acquisitions of Automatic baz Procegs.}ng
(ADP) facilities by Commonwealth departments an authorities
staffed under the Public_Service Act 1922,

On 19 February 1987, the Treasurer wrote 3 !:he Cbai{:man
of the Committee indicating that Cabinet had givt in-principle
approval for a major staged computer systems zreguzpment gnd
redevelopment project to be undertaken by the Austalian Taxation
Office. The Treasurer . advised the Chairman that Cabinet
recognised the importance and urgency of the ;oposal and had
asked the Commissioner of Taxation to make an irediate formal
submission to the Committee. The Taxation O0Olice would, in
parallel with Committee consideration of th¢ proposal, be
developing a draft Request for Tender. The Tresurer reguesced
that the Committee consider the matter in suficient time to
enable the Request for Tender to be issued in Jun 1987.

While the Committee intended to table: report of its
review before the end of the Autumn sittings ofParliament, the
announcement of the federal election for 1] July and the
concomitant dissolution of the 34th Parliagnt on 5 June
prevented this from happening. On 2 June the ormittee advised
the Parliament that a rxeport should be pesented to the
Parliament. by the Sixteenth Committee of Puble Accounts. The
Taxation Office subsequently released its Requét £for Tender on
17 August 1987.

The Committee regrets the delay that hs occurred in the
tabling of its report as a result of the fedral election. The
Committee’s desire to table its report as soon s pract‘:icable has
meant that the report appears largely as 3§ was intended to
appear at the time the 11 July federal electioywas announced. As
a result, the report does not accommodate al]::hhose events which
have occurred subsequent to the dissoluton qf. the 34th
Parliament and which ordinarily would have ha an impact on the
Committee’s review.

The Committee supports the Australiaj Taxation Office in
its endeavours to make better use of infom}:ion technology and
is firmly of the view that the Taxation ffice has no. real
alternative but to proceed with its computer fystems re-equipment
and redevelopment proposal. Nevertheless te Committee has a
number of concerns with matters that relate to the proposal and
has made recommendations accordingly. :

(v)



The teas of concern to the.Committeéa Anclude:

industrial. relations;

- management expertise; - n
sys‘téms desigﬁ; ‘ . ’ ) ) R
mergency computer sites;

roject estimates;

ffectiveness;
rformance indicators; and

tential for participation by the Australian
mputer industry.

The Conittee notes the Auditor-General has. adviged the-
Commissionexr ofraxation of a change in emphasis to the audit .
coverage of the ustralian Taxation Office. For a time, attention
previously givento specific areas of the Taxation Office will be

reduced in favok of reviews concentrating on the implementation
of the TaxationDffica’s information technology initiatives and
other initiativy taken by the Office to improve its operations.
The Committee »tes that the. Auditor-General’s audits of the
implementation information technology are to begin in 1987-88

and that they ma& involve designation of some parts of the task
as efficiency audts.

believes the conclusions and
- has. made demonstrate a continuing need for
thorough scrutinjof AbP acquisition proposals. The Committee
notes, however, tat the Australian Taxation Office has shown in
some aspects of lits proposal that it has benefited. from. the
experience of othf Commonwealth organisations and the scrutiny
given to their ADPhcquisition proposals.

The Conittee
recommendations

(vi)

4 the, ,ayatllabiiity? of‘ suitnbie,rt_:émptfté’i: p:ers,on,nelﬁ

El . o'

roject Justification and, .in particular, cost.

The Committee is grateful to- the Australian Taxation
Office and other Commonwealth agencies for the co-operation and
assistance extended to it throughout the review. The Committee
thanks the members of the Fifteenth Committee of Public Accounts
who sexved on the Committee’'s Information Technology
Sub-Committee and, in particular, the Chairman of that
Sub-Committee, Mr Roger Price, MP. The Committee also thanks its
Secretariat and ADP Adviser for the support given to the review,

For and on behalf of the Committee.

R E Tickner, MP
. Chairman

M J Talberg

Secretary

Joint Committee of Public Atcounts
Parliament House

CANBERRA

1% November 1587
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LIST OF CONCLUSIONS AND RECOMMENDATIONS

The Committee has made a number of conclsions and
recommendations which are listed below, cross-reference to their
locations in the text. The Committee’s analysis inthe text
should be referred to vhen - considering these concliions and
recommendations. . ’ '

Industrial Relations ‘ SR
The Committee concludes that:

e the Australian Taxation Office needs to
M an appropriate fall back strategy as a coningency
to the situation where disagreement arils over
the content of an agreement between the Aujralian.
maxation Office and the staff associtions.
{paragraph 2.26)

Computer Systems Officer (CSO) Staffing
The Committee concludes that:

. the current shortage of skilled ADP personneiis a
major problem to the Australian Public Stvice
and, in particular, the Australian Taxtion
Office;

. the Australian Taxation Office will not obtaiithe
numbers of trained computex staff that ithas
stated it needs;

. the Australian Taxation Office will have to iiy
very heavily on the contract market to supple:
its staff numbers particularly at the CS02
CS03 levels;

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

. the. Australian Taxation Office must continue
considex and implement new ways of obtaining th
skilled staff it needs if it is to achieve it
redevelopment program. (paragraph 2.55)

Ther Committee recommends that:

1 the Australian Taxation Office consider recruiting \
from among its non-computing staff who have the
appropriate aptitude, staff who may be trained in
programming, systems development and systems
support skills with a view to them becoming
computer personnel within the Australian Taxation
Office. (paragraph 2.56)

(xiy



Managexd Expextise
!
! The Committee concludes that:

. the Australian Taxation -Office’s. - major

re-equipment and redevelopment program is one of

the largest projects of its kind to be undertaken

. in. Australia and as such warrants the Australian
Taxation Office using the best managers available
and to ensure the program’s success; and

. the senior management in the Australian Taxation

, Office’s Systems: Group do not have sufficient

i experig:ce to manage a project of this scale in

i additi to their management responsibilities for

. ongoing systems on existing equipment.
| (paragraph. 2.76) !

The Committee recommends that:

2 the Australian Taxation Office set up a task force
dedicated to the re-equipment and' redevelopment
program and that this task force be managed by
highly experienced external resouxces.
(paragraph 2.77)

Sysems Design
The Committee concludes that:

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

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

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

. the Australian Taxation Office has underestimated
the impact of migration in terms of elapsed time.
for completion and associated costs.
(paragraph 3.18) .

(xii)

The: Committee recommends thats

3 the Australian Taxation Office review its High
Level Integrated Design in the light of the
Committee’s concerns;

4 the Australian Taxation Office develop a detailed
- design strategy for migration from the old
processing environment to the new systems; and

5 the Australian Taxation office revise its time and
resource estimates for redevelopment and migration
accordingly. (paragraph 3.19)

Conversion
The Committee concludes that:

. the Australian, Taxation Office’s conversion
strategy is acceptable given the benefits of
totally replacing the existing computing
environment with new hardware and software as soon
as possible; (paragraph 3.32) and

the online inquiry facilities presently available
within the Australian Taxation Office are
unsatisfactory. (paragraph 3.34‘.)

The Committee recommends that:

6. the Australian Taxation Office continue to pursue
the provision of+a satisfactory online inquiry
facility for the use of Australian Taxation Office
staff as a matter of priority. (paragraph 3.36)

Two-Site Environment
The Committee concludes thats

the Australian Taxation Office has legitimate
grounds for .continuing to maintain its mainframe
computer facilities using a two-site environment;
(paragraph 3.46) and

. there is a requirement for all Commonwealth
departments and statutory authorities to have
access to suitable emergency computer sites.
(paragraph 3.51)

The Committee recommends that:

steps be taken to assess the overall emexgency
7 comguter site needs of Commonwealth departments
and statutory authorities; and

(xiii)



Project Estimates

where needed, steps be taken to get aside and/ox
construct suitable computer sites: which
departments and/or authorities may use on an
emergency basis. (paragraph 3, 52)

“
J

The Committee concludes that: -

.

9

the elapsed period for implementatidn of tHe new
systems is likely to ‘be much .longer than is
currently estimated by the Australian Taxation
Office. (paragraph 3.61)

The Committee recommends that:

the Australian Taxation Office ré-assess the
sequence ~and raté of implementation of its
re-equipment and radevelopment program, and set
realistic and achievable goals which are not so
totally dependent on obtaining scaxce resources.
(paragraph 3.62) .

Project Justification and Cost Effectivéness

The Committee ‘concludes that:

the Austraiian ‘Taxation Office’'s current
cost effectiveness analysis, based as it is on
projected staff savings, provides a particularly
unreliable tool for justifying the need for the
proposed computer systems re-equipment and
redevelopment program. (paragraph 4.30)

The Committee recommends that:

10

the Australian Taxation Office re-evaluate the
justification for its proposal and identify the
proposal’s potential benefits in terms of the
objectives and performance targets defined in the
Australian Taxation Ofﬂce's corporate plan.
(paragraph 4.31)

Performance Indicators

The Committee concludes that:

there is a need for the Australian Taxation Office
to develop prior to the commencement of its
re-equipment and redevelopment program appropriate
performance indicators which will measure the
benefits of the program and the resulting systems.
(paragraphs 4.46)

(xiv)

The Committee recommends that:

11

the Australian Taxation Office and the Department
of Finance adopt a co-ordinated and timely
approach to the specification of appropriate
porfomnce indicators for the Australian Taxation
Office's re-equipment and redevelopment program
and resulting systems. (paragraph 4.47)

Australian Industry Participation

The Committee concludes that:

there is a need for the Australian Taxation Office
to carry some additional “costs in orxder to
encourage further the local development of
Australian information technology capability. This
applies equally to the hardware, applications
support and management aspects of the project.
({paragraph 5.18)

The Committee recommends that: — -

12

Australia Caxd

in order to comply with Government policy, the
Australian Taxation Office must deliberately and
actively structure its Reguest for Tender to
favour Australian industry participation and the
extra costs it may incur should be quantified so
that the Australian Taxation Office is not
penalised for its active support.
(paragraph 5.19)

The Committee concludes that:

the development and use of a high integrity
numbering system could give the Australian
Taxation Office the potential to maximise the
improvements in 4its operations that are
anticipated from the Office’s computer systems
re-equipment and redevelopment proposal.
(paragraph 5.39)

(xv)



CHAPTER' 1
INTRODUCTION

. The Committee’s Review
. The Australian Taxation Office
. The Re-equipment and Redevelopment Proposal

The Committee’s Review

1.1 The proposal of the Australian Taxation Office (ATO) to
re-equip and redevelop its existing computer environment is the
fifth proposal to be reviewed by the Committee under its standing
reference to investigate and report on proposed acquisitions of
automatic data processing (ADP) facilities by Commonwealth
departments and authorities. The terms of the standing reference
provide that major proposals be referred by the Minister
responsible for the proponent department or authority to the
Committee for its examination and report.

1.2 On 18 February 1987, the Treasurer wrote to the
Chairman of the Committee indicating that Cabinet had given
in~principle. approval for a major staged computer systems
re-equipment and redevelopment project by the ATO. The Treasurer
advised the Chairman that Cabinet recognised the importance and
urgency of the proposal and had asked the Commissioner of
Taxation to make an immediate formal submission to the Committee.
The ATO would, in parallel with Committee consideration of the
proposal, be developing a draft Request for Tender (RFT). The
Treasurer requested that the Committee consider the matter in
sufficient time to enable the RFT to be issued in June 1987.

1.3 On 27 February 1987, the Commissioner of Taxation
provided the Committee with the ATO’s submission outlining its
proposed computer system re-equipment and redevelopment program.
The submission was prepared in accordance with the Committee’s
revised draft guidelines for submissions which require a coherent
and self-sufficient description of, and justification for, the
proposal without the need for the Committee to request and refer
to additional documentation.

1.4 The submission presented to the Committee was, with the
agreement of Cabinet, at a level of detail equal to that
presented to Cabinet. While some supporting documentation was
provided with the submission the Committee requested that
additional documentation be supplied. Additional supporting
documentation was provided to the Committee on 9 March 1987.

1. Australia: House of Representatives, Debates 1985, No. 7,
p. 1980; .Senate, Debates 1985, No. 7, p. 1719,

b3



1.5 After an initial review of the ATO submission the
Committee held informal discussions with the ATO so that the
Committee might come to a fuller understanding of what the ATO
sought to achieve under its proposal. Subsequently the Committee
sought further information from the ATO on several matters. A
submission was provided to the Committee on 13 April 1987.

1.6 The Committee undertook inspections of two ATO branch
offices so that it might properly understand the needs of the
ATO. The Committee visited the Parramatta and Melbourne branch
offices on 13 and 22 April, respectively.

1.7 puring the Committee’s review of the ATO’s proposed
program, submissions wexre sought and received from:

. the Department of Finance;

. the Public Service Board;

. the Department of Industry, Technology and
Commerce;
. the Department of Local Government and

Administrative Services;
. the Auditor-General;

Clerical

. the Administrative and Officers’
Association; and
. the Federated Clerks Union.
1.8 A public hearing was held on 30 April 1987 at which the

Committee took evidence from the Commissioner of Taxation and
other senior officers of the ATO. Officers from the Public
Service Board; the Australian Audit Office; and the Departments
of Finance; Industry, Technology and Commerce; and Local
Government and Administrative Services also appeared before the
Committee.

1.9 Oon 25 May 1987 the Committee was briefed by
Dr R B Cullen and Mr D J Cortese, members of a review team which
conducted a Program Management Performance Review of the ATO
during the earlier half of 1987.

1.10 The Committee had intended to table a xeport of its
examination of the ATO's proposal before the end of the Autumn
gittings of Parliament. However, the announcement of the federal
election for 11 July and the concomitant dissolution of
Parliament on 5 June prevented this from happening. On 2 June
1987 the Committee advised the Parliament that a report should be
presented  to the Parliament by the Sixteenth Committee of Public
Accounts.2 (See Appendix A).

2. House of Representatives, Debates 1987, No. 10, p. 3790,
2

i;liugust ng7' ATO released its Request for Tender on
The Australian Taxation Office

Functiori and Organisation

1.12 Following the introduction of uniform national taxation

legislation in 1942 a number of Federal and State tax £ i
1 ] unctions
were amalgamated into the Taxation Branch of the Commonweglch
g:z:izggntofgi thg f;:;surg. This body became the Commonwealth
ce in and was renamed th i
Office targrtice in 1 e Australian Taxation

1.23 The ATO’s function is to gather reve
the Government through: g nue on behalf of

. administration of the primary taxation laws of the

Commonwealth;
. service to taxpayers; and
. provision of advice and assistance to Government

on the development of taxation poli
resulting changes in the law.3 policies and

collacts ali the main saxes nposed by i saLihIevenue. ! It
customs and excise duties and departure tax. The taxes and
i::fges at present administered by the Commissioner of Taxation

. income tax;

. medicare levy;

. recoupment tax;

. sales tax;

. fringe benefits tax;

. bank account debits tax;

. pay-roll tax (Australian Capital Territory);

. Australian Capital Territory stamp duty and taxes;

. wool tax; and

. tobacco charge.5

3. Australian Taxation Office, Co .rate Plan 1 —
4. Minutes of Evidence, p. 5.’ o an 1986-87, p. 9.
5. Commissioner of Taxation, Annual Report 1985-86, p. 1.

3



1.15 While the ATO is part of the Department of the Tréasury
it does not come under its administrative control and is headed
by the Commissioner of Taxation, who is accorded the status of a
departmental head by the Public Service Act. Responsibility for
the administration of the various taxation Acts is vested in‘ the
Commissioner who, together with the three Second Commissioners,
is generally appointed for a seven year term uhder the Taxation
Administration Act.®

1.16 The ATO has a National Office in Canberra and branch
and regional offices throughout Australia. The National Office
directs the general operations and administration of the ATO and
co-ordinates the activities of branch offices. Branch offices
provide inquiry and other services, ensure taxpayers provide the
information required to determine the correct amount of tax,
assess the amount of tax payable, collect tax, ensure compliance
with taxation laws, and investigate taxpayers’ affairs. Most of
the day to day work of the ATO is done in the branch offices.
Regional offices provide inquiry services to taxpayers or théir
representatives in relation to returns, assessments and
procedural matters under all taxation laws, grant within
authorised limits extensions of time for 'payment of taxes,
lodgment of returns and remission of additional tax, and provide
receipting services for payments made by mail or at the counter
for all taxes.’? - -

1.17 The structure of the ATO was re-organised at both
national and branch office level in 1984 and a program of
decentralisation from traditional central business district
locations, begun in 1975, is in progress.8 .

The Need for Change

1.18 The ATO's performance of its essential finction,
gathering revenue for the Government, has been the subject of
concentrated scrutiny in recent years. Efficiency audits
undertaken by the Australian Audit Office have focused on
particular areas of the ATO's operations and culminated in a
review by the House of Representatives Standing Committee on
Expenditure which reported to Parliament in September 1986.9 In
addition the ATO has increasingly subjected itself to internal
scrutiny. Successive annual reports of the Commissioner have
detailed the stages of corporate planning being undertaken to
overcome acknowledged problems. In a Government response to the
Expenditure Committee’s report, presented to the House of
Representatives on 26 February 1987 by the Minister Assisting the
Treasurer, the Treasurer announced that a wide ranging
independent review had been initiated.i0 fThe report of the

6. Commonwealth Government Directory, Volume 2 FOI statements,
Treasurer's portfolio, April 1985, p. 24.

7. Commissioner of Taxation, Annual Report 1985-86, pp. 7-12.

8. Id., Annual Report 1983-84, p. 10.

9. House of Representatives Standing Committee ‘on Expenditure,
A Taxing Problem -~ Review of 5 efficiency audit reports into
the Australian Taxation Office, Parliamentary Paper No: 283
of 1986. -

10. House of Representatives, Debates 1987, No. 2, pp. 819-23.

4

g;ogﬁg:ul%-ber,m”: 1§“f' Review was tabled in Parliament on
168 oo o el S IRl A0 ostornance o
. inc'reased workloads;
. diminished taxpayexr compliance;
. burgeoning legislation;
. strained resources; and

. fundamental reforms both ithi
Australian Public Servi.c:e.W n the ATO and  the

1.20 In  terms of volume, most
of th ’
;:r:gri.:::ad:h:husse;smeg: and coilection of ingomnga: 33:’;1:;2
ere has been a steady increase, of b : ‘
three rcent per annum, in the numb ! e tae” two and
lodged.gg PP L ’ n er of income tax returns
ping pace with similar increas
axeas of assessment and collection, the A' S0 aenez
TO has had to di: t
resources to clearing the backlog oflun aid t. i
incidence of assessments bei 3 through tha Creazing
appeals mechanisms adds to thengq:g?nenged theough the  various

1.2 Major activity in tax avoidanc i
@ and eva, )
égmss::gegai%yrai:ggs. Itf\ his annual report fg;o;\gglfsgrzl?d :::
on referred to the serious effect :
need to investigate tax avoidance acti a apenat, the
ctivities had.
::;:x;::::ltg‘r:: ::%ig:t}i;ord\ bgf ta:.‘ He claimed tgat“é)::a::g\frg
& en taken and much had be d
way of remedial legislation: ‘a 11 “Ehe ong o
the Sanmersijel leai ; glimmer of light at the end of
ooy nnel increasingfgsernible. However tax evasion and fraud

1.22 In the annual report for 19
82-83, the ¢C
:ggfganggat)}:gecg::?guggwurg:ha reduftion in ti':e anidg:‘::‘géoz::
W very little activity taki
in the implementation oé blatant, ar: Y contriven ace
tificial and ~contri
avoidance schemes.i5 In ensuing ye e
. years further progres
against tax avoidance and evasio; Pets cxisted 1o
measuring the scale of noncomplia:czl.m problens still existed in

11, Australian Taxation Office, A T

’ 'axing Solution - Report

12 gm::igner of 'J.'axz::; Ann llleview, T 1 o
. n, ual Report 1985-86 . 75

13. 1d., Annual Report 1981~ $ P

13 mid., p. 21, Torr 1981782 p. 11

15, Id., Annual Report 1982-83, p. 8.
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liance,
rgel as a result of attempts to improve comp
%e;:zcgtion If:ggslgtion‘ has become incx_‘eagiggly dv:lgg;t‘gg;s o;n:
i g jon is amende an X
conplex. Bxisting legislat, . A N g0 oxtended on a
basis. At the beginning of 8

i:gg;g;;ent Act - which comprised 81 pages :m'1936 - had grown to
1475 pages. Tax refoxrm and other tax legislation amounted to over
750 pages in 1985-86.16

‘wi blic.Sexvice
hereas the growth within the Australian Pu
e pegiod Sune 1975 to June 1984 was 6.8%, ATO  staffing
levels rose by 25%. However this was attribut_:ed by the curx:?nt
Commissioner to the requiremem:saof mfaw ftfmct::.ggsn— s:ﬁg igét gi
ta. recoupment and Freedom of Informa ‘O -
‘fa:‘::‘péiéffin; incregses within traditional functlpx.ms had not kegt
pace with workloads; he believed the organisation to be
understaffed.

: issi tated
In his 1985~86 annual report, the Commissioner s
th:z recruitment of qualified and suitably experm:enced st:afcf1 wa;
proving to be difficult. Specialists in accounting, law and AD
gystems were in greatest demand.

The ATO has identified two problem areas arising from
:lcalz)gd expansion in recent years. The fact thatdmany {g:x;g
officers now hold relatively senior posit:f.ons lga s to z
being a lack of depth of knowledge and experience in some :.-};:?n.
Further, these officers face longer periods at the:_.r exi bl g
levels than would otherwise have been the case and this may g
source of frustration.l9 1In addition, morale problems aris ng
from the whole area of the ATO’s perfoma?ce and perceive
performance are referred to in the COmtElJ.SSiOl")er s annual, repgr::é
the Auditor-General's efficiency audits and the report o
Expenditure Committee.

i tic data
. The ATO has acknowledged that its automa
;::ZZessing 'systems are ageing and obsqlete to.‘tt.le extent that
without adeguate replacement programs {its] ability to gong."mxzxg
to increase [its] efficiency in the long term is jgopard:.seb .
Management information systems also are xecognised as eing
inadequate. :

i increased
. On top of the proble:ps arising fr::om n s
:ro:zlacloads, dimini;ls)hed taxpayer compl:.agce, gusge:g;ngo}:g;(si;asigg
ained resources, the ATO has a t t
?3gdam:§€al reforms withi;n both the ATO and the Australian Public
Service.

"?—"jul—u_m al Report 1985-86, p. 2. ) .

ig Iﬁguée ofuRepreggntatives‘ St':anding Committee on Expenditure,
op cit. . 22,

18. anmiss.{oger‘ of Taxation, Annual Report 1985-86, p. 27.13

19. Australian Taxation Office, Corporate Plan 1986—87, P. .

20. Ibid., p. 14.

6

1.29 In the House of Representatives on 19 September 1985
the Treasurer made a ministerial statement on the reform of the
Australian taxation system.2l The initiatives announced created
additional overheads for the ATO. For example, a new branch was
created to carry out development and implementation of
administrative systems for four of the major reforms:

. fringe benefits tax;
. national identification system;
. company dividend tax imputation; and

. quarterly provisional tax.22

1.30 Like all other agencies and departments staffed under
the Public Service Act 1922, the ATO is subject to the
Government’s measures to improve efficiency and effectiveness.
Implementation of these measures, such as the alteration of
classification structures, Equal Employment Opportunity,
Industrial Democracy, Occupational Health and Safety, and the

Financial Management Improvement Program, have added to the ATO’s
workload,

1.31 The preceding praragraphs have cutlined, to an extent,
the ATO’s perceptions of its performance and have adduced thejir
arguments in mitigation of what has been severe criticism from
without the organisation. In the realm of the parliamentary
committee, it is the House of Representatives Standing Committee
on Expenditure which has been the sternest critic.

1.32 The Expenditure Committee reported that it had found
serious  shortcomings within certain ATO philosophies and
opexations, expressed concern that substantial taxation revenue
losses have been and will continue to be sustained while
deficiencies go untreated and concluded that substantial
operational improvements. were necessary.

1.33 The Expenditure Committee attributed the decline in the
ATQ's operational efficiency to its attempts to cope with the
sudden upsurge in noncompliance. Hitherto the ATO's role had been
‘largely that of a receiver as tax revenue flowed' in with only
minimal collection effort’,26 Dealing with taxation evasion
schemes became a preoccupation to the detriment of other
operations. In particular, little attention was being paid to
improvements of the traditional collection systems and when these
became stretched as work volumes increased, the ATO responded by
increasing staff numbers. The Committee argued that it was this
lack of foresight, its reluctance to change from tried and true

21, Reform of the Australian taxation system, Statement by the
Treasurer, the Hon. Paul Keating, MP, September 198S5.

22. Commissioner of Taxation, Annual Report 1985-86, p. 37.

23. House of Representatives Standing Committee on Expenditure,
op cit., p. 15.

24. Ibid,

25, Ibid., p. S50.

26, Ibid., p. 47.



work practices, that was the genesis of the ATO’s current
operational deficiencies.

. entral to the Committee’s recommendations was. that thg
iTg4 shougd take full advantage of technological advances,
particularly in the area of automatic data processzngth g
significant £inding of the Committee was that the ATOt a
consistently underspent on computer acquisition (the Commit eelg
report provides figures which demonstrate that over the last
years only 44.4% of the cumulative appropriation for ccmput%:g
plant and equipment was spent). Several explanations for its
underspending were advanced by the ATO, including delgys in
supply of equipment, a universal shortage of ADP staff and poor
management and direction in the ADP area.

Current ADP environment

1.35 In hardware terms, the current ATO computer systems
environment exists on three levels:
. the central mainframes;
. the branch office minicomputers. and
microcomputers; and
. the communications network which connects them.
1.36 The ATO operates four Cyber mainframes: a 730 dual

r and an 850 single processor each on two sites in Parkes
g:g;esg:akin' ACT. Branch offices use Prime and Honeyw;il
minicomputers and Time Office Compu?er§ (TOC) microcomputers. e
TOC microcomputers are connected within each branch offlcebto aa
Ethernet 1local area network (LAN). Connection between the rani
offices and the central mainframes is: effected through Tax;Ne é
an X.25 packet-switched network. Schemat10§ of the network an
the hardware configuration of a representative branch office, ag
well as tables showing hardware and softW§re inventories an
current terminal usage, are set out at Appendix B.

i DP environment has
1.37 The ATO claims that its current Al envi
been in service for between 10 and 15 years. Existing systems
operating within this environment are characterised by:

. high volumes of paper records;

limited data held within  each system,
necessitating ,(large scale movement of paper
records between systems;

batch rocessing, which causes reverse work flows
at poigt of daéa entry, duplication of data
recording and time delays in capturing and
reporting of data;

27. Ibid., pp. 18-9.

. limited on-line inquiry facilities; and

. poor provision of management information.
1.38 Apart from these operational inadequacies, existing
systems, because of their age and complications arising from the
in-house development of applications, are increasingly
inefficient in accepting the following support overheads:

. maintenance;

. applications develeopment; and

. modification required by legislative and policy

change..

1.39 A detailed assessment by the ATO of its current ADP

environment appears at Appendix B.
The Re-equipment and Redevelopment Proposal

1.40 The ATO's acquisition proposal was a product of
successive levels of analysis, beginning with the evolution of a
corporate plan. The ATO's corporate plan starts from its mission
statement, that is, the explicit declaration of the
organisation’s purpose: the ATO exists. to gather revenue on
behalf of the Government. Having articulated its purpose the ATo
then identifies strategic initiatives and the objectives by the
attainment of which success can be measured. At the operational
level, success is gauged against performance targets.

1.41 The ATO has pointed out that while the transition
between developing a strateqgy and implementing steps at the
operational level is logically sequential, in chronological terms
progress at each level may take place simultaneocusly. The

strategic planning and the project management levels and indeed
this is explicit in its requirement that submissions to the
Committee in respect of acquisition proposals contain ‘a clear
statement of the justification for the proposal with reference to
the corporate and ADP strategic objectives which the proposal
will meet’.28 qhe Committee has been at pains throughout its
examination to test this justification.

1.42 It can be seen from the fact that the ATO corporate
planning process has been in operation since 1985 that the
acquisition proposal submitted to the Committee is not merely a
response to the Expenditure Committee’'s recommendations referred
to earlier. Rather, the ATO has considered for some time the new
environment it requires and is now trying to acquire it,

28. JPCPA, Guidelines for submissions in support of proposed
acquisitions of ADP facilities.
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1.43 The ATO's .corporate plan identifiss the efficient use
of resources as a strategic initiative, subordinate: to which is a
set of national objectives. .encompassing the general area of
technology. Foremost among these objectives is the acquisition of
new mainframe equipment.

N eood
1.44 The ATO"Ss proposal comprises - two' ‘componentss
redevelopment and re-equipment. In a staged process, it is
planned to convert existing systems to run on new hardware while
simultaneously developing new systems to run oh new hardware. The
proposal allows for either the complete replacement of the
existing environment or the integration of pnrts of it into a new
environment.

1.45 Over a ‘twelve year period the proposal is estimated to
cost $693 million. This comprises:

. plant and equipment ($186 million);

. development costs ($122 million);' and'

. ongoing costs ($385 million).
1.46. Table - 1.1, abstracted from the ATO’s original
submission to the gommittee, indicates the proposed
implementation timetable:

TABLE 1.1 Prop d Impl: tion Timetable for ATO
Re-eqnipment and Redevelopment Proposnl

TASK/EVENT COMEN- COMPLETION
-7 CEMENT DATE .
DATE
Prepare host processors sites 1986787 1987/88 .
Systems conversion 1/7/88 .30/7/90
Hire bureau facilities 1/1/89 31/3/89
Install first processor in first site . 1/1/8% . 31/3/89-
Operator and systems programmer txaining 171789 31/3/89
Applications programmer training /1789 31/12/89
New mainframe environment operatxonal’ 1/4/89 ) .
Workstation installation . 14,89 31/3/93
Systems redevelopment. start of systems .
implementation phase 1/178% 31/12/91
Access to mainframe from entire ATO 1/7/89
Install second site mainframe -processor 1/1/90 31/3/90
First redeveloped application in new -
environment 1/7/89
Install second processor first site 171791 31/3/91

29. Minutes of Evidence, p. 11.
30. Ibid., p. 60.
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1.47 Notwithstanding that the ATO's original submission to
the Committee was ‘at a level of detail equal to that presented
to’ Cabinet,31 the Committee found that the document did not
adequately describe the proposal, and was in many respects vague.
While ends, rather than means, were the focus of the submission,
there were intimations in some of its attachments that a level of
planning in detail had been reached which was not explicated in
the main body of the document. However, documentation provided
subsequently to the Committee shed further light on the proposal.
The Information Systems Plan, identified by the ATO as
‘documenting the highest level of tactical plans to implement
technology requirements for the ATO’,32 is an essential tool to
evaluating the proposal.

1.48 An extract from the Information Systems Plan, setting
out an overview of the ADP environment which the ATO proposes,
appears at Appendix C.

Figure 1.1 Inspection of Parramatta Branch Office,
Australian Taxation Office, 13 April 1987.

31. Ibid., p. 5.
32. Australian Taxation Office, Information Systems Plan,
February 1987, Foreword.
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CHAPTER 2

PERSONNEL ISSUES

. Industrial Relations
. Computer Systems Officer (CS0O) Staffing
. Management Expertise

Industrial Relations

2.1 The Committee was concerned that industrial relations
difficulties experienced with the implementation of other large
ADP projects should not be repeated with the ATO’s re-equipment
and redevelopment project. Moreover, the Committee believed the
ATO should be fully prepared for contingencies that may arise in
the industrial relations area.

2.2 The Committee sought advice from the ATO as to its
industrial relations experience in the introduction of
information technology and the steps being taken by the ATO in
relation to its current project.

2.3 The AT0 advised the Committee that it had a long
history of consultation with staff and staff associations on
information technology projects. The MO cited its Technological
Change Committee, established in the mid 1970s, as a forum for
direct consultation and noted that. the Committee had been
important in fostering good industrial relations.l

2.4 The ATO acknowledged that the consultation process had
not always run as smoothly or been as timely as all the parties
may have wished but the ATO’s industrial relations experience had
generally been low key.

2.5 Two related exceptions were identified by the AaTO,
namely the Data Processing Operators arbitration case in 1983 and
the Direct Data Entry re-equipment program in 1985. The first of
these saw considerable industrial action over occupational health
and safety issues; the second. involved the application of bans
and limitations by keyboard staff as a result of the failure by a
supplier to meet timetables for the delivery of new equipment.

2.6 The ATO’s original submission to the Committee noted
that staff associations had been aware of the ATO's general plans
for systems redevelopment since the issuing of the November 1986
ATO ADP Strategic Plan and that the Committee on Technological
Change zegularlx discussed the ATO’s ongoing and proposed
computer systems.

1. Letter to JPCPA from Commissioner of Taxation of
13 April 1987; JPCPA File 1986/4 Part A/1/2.

2, Ibid.

3. Ibid,

4. Minutes of Evidence, p. 73. 4
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2.7

The Executive Summary of the ATO's original submission

to the Committee stated:

2.8
included:

2.3

’ lans for computer systems work are
2;1:?1’; dgscussed with Unions in the context of
its Committee on Technological Change and t}nfa
Unions have recently examined the proposal. 'mo (S
the three relevant Unions have indic?ted theix
in-principle support for it, although'th.\.s support
is expressed as conditional on reaching agreement
on matters which have major implu_:at:.ons_for their
pembers. The third Union has indicated its desire
for a technology upgrade, but seeks a _series of
undertakings and guarantees be£9re ogfer:.ng formal
in-principle support. Consultation with the Unions
will continue. .

The three staff associations covering AT0O staff

. the Federated Clerks Union of Australja (Taxation

Officers Branch) (FPCU/TOB);

. the
Association (ACOA); and

. the Australian Public Service Association (APSA).

PN 1
Th views of these associations on the _A'ro proposa
were includzd in the ATO's submission to the Committee and in

individval submissions to the Committee.

2.10

indicated its support for the updating of the
ATO's ant;{gsatigu mequdlipnent and ggzed that the update would
improve occupational health and safety considerations and remggs
the frustrations created by the_curxgnt.systems. ‘.#Imvnavezr,h*t:h;'ro,s
stated that it would give its in-principle support for the

proposals with two provisions, viz.:

would expect that all im:rodncti.ox} of

@ ::chnologies would take place on the basis c_>f

adequate consultation with particular emphasis

on job design, staffing levels and Jjob
security; and

the restructuring of grades within the ATO

@ along the lines of the FCU (TOB) Restructuri_.ng
Model put forward to the PSB [Public Service
Boaxd

1. The Dbasis of the ATO System

-Development proposals significantly cut.:s
}a‘ecross work descriptions currently in

14

Administrative and Clerical Officers’

operation under the existing Classification
System. The required flexibility in work
operations therefore will require a new system
of classifications. The FCU (TOB) Model will
provide such flexibility of operation.

2.11 The ACOA advised the ATO that it could not provide
in-principle support for the ATO's proposals without specific
undertakings by the ATO because:

«+» to give in principle approval to the system
requires ATO to give us guarantees in regard to job
protection, enhanced Jjob design etc, and be
prepared to enter a tech change agreement in
relation to the new system along the lines of that
submitted by ACOA to Tax which is similax to
agreements reached with DSs {Department of Social
Security]l and the CES [Cormonwealth Employment
Service] in relation to their major technological
systems.

2.12 All three staff associations indicated that they saw a
need for a negotiated agreement on technological change matters
being reached between themselves and the ATO.8 At the time of the
Committee’s inquiry no such agreement had been reached.

2.13 The Committee believed the submissions from the ACOA
and FCU (TOB) demonstrated. a4 good understanding both of the
personal needs of their members in their working environment and
the important role that information technology can play in
improving that environment and enhancing productivity and
services. Furthermore, the Committee saw this enlightened
approach as a clear encouragement to the ATO in its efforts to
reach agreement on matters such as. job design. The co-operative

good design, with scope for considerable change in work flows,
integration of functions, and job satisfaction. The Committee
found the current pilot system to support recovery in the
Melbourne Branch to be a striking illustration of the effects of
good design.

2.14 The ATO advised the Committee that:

there is an increasing desire by Unions to
negotiate agreements under Section 28 of the
Conciliation and Arbitration act with individual
departments and authorities relating to the
introduction of technological change.9

6. Ibid., p. 73.

7. Ibid., p. 74.

8. Minutes of Evidence, pp. 63-5 and submissions from ACOA and
PCU (TOB); JPCPA File 1986/4 Part A/1/3.

9. Letter to JPCPA from Commissioner of Taxation of 13 April 1987;
JPCPA File 1986/4 Part As/1/2,
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2.15 Zhe ATO beldeved its redevelopment program would lead
to pressure from staff assocj.ations for a Sect:i,on 28 agreement
and .stated that

While the ATO rejects the [proposal £or an agreement
formally registe_ d unde ction 28, ‘there would
jbe tbenefits in <having a document which .out
agreed practices and procedures. Staeps have
taken to .consult with Unions .on .such a .document
it 4e hoped that agreement will be xeached this
year [1987].

Existing consultative arrangements have meant that
Unions have baen fully consulted, if not dizectly
involved, -on the pre dminary issues that have led
to the developmant of our plans for re—development
and re-equipment .0

2.16 The ATO later reiterated dts .view that there was not a
need for a formal Section 28 agreement -between itself and the
staff associations. The ATO noteds:

The Government has been seeking to streamline and
de-regulate Publ:.c Service administration and the
ATO sees the a.ntroduction of ’formal .agreements as
inconsistent with the course it has been follow.l.ng.
There is also .congern «that sthese -agreements could
be contrary to existing awards or dinflexible to a
point whexe desired future d;recta.ons may be
compromi.sed.

For the ATO part we are seeking to reach agreement
on -all issues which will enable the .efficient and
speedy Jprogression . of technologicadl «change whilst
at the same time px:ovu.d_t.ng for a very thigh level of
consultation with unions and staff .on .all matters
relevant to ‘them.

The ATO has been working -closely with the .unions .on
a wide range of matters in recent years and as time
has gone on the level of trust between the parties
appears to have increased q\u.te ,slgnif:.cantly. At
the present time there is active .union involvement
in .several projects u.nclud:.ng implementation of
self—assessment, a review .of office caxeer
structures and planm.ng the implementation of
recommendations arising from a review of our
recovery area ..

11 Letter to JPCPA fxom Commissioner of Zaxation of 6 May 1987;

JPCPA File 1986/4 Part A/1/3.
16

Committee’s inquiry ithe ATO had mnot
\g reached. ‘The AT0 informed the
»a -ag: ment and that the

) 4\“.‘9‘ g it to do this. The ATO noted:

In ithe unlikely .event
agreed and nt:h:.s womld

“A!'- mhe time of the
ated

t a point could not be
use any delay to the
e would be in a dispute
ution processes would be

owever, -this is seen to ‘be an unlJ.keJ.y

2.18 ‘The ATO also argued that significant progress had been
made towaxrds xe~equipment without a £ormal agreemeng.

2.19 However, the WATO alsmo indicated it was aot without
experience -in 1 gotiat:ing agr nts h staff assoclations and
cited an -agreement reached w. the ACOA and the FCU on the
introductign of Belf-aggessment. o

2.20 ‘The Committee noted .that while the ATO believed some
form of agreement would .be achieved j.\: had not formulat:ed a fall
back atzategy &or  the ®situation where there was major
disagreement on the .¢ ts of an agreenent. The ATO indicated
to the Compittee that .at 1d such a £ltuation arise it would be
dealt with .on a case by cage basis.

2.2 The ATO would .consider the ramifications of any
d:.sagreement .and then act quick-ly to .ensure the d;sagxeement did
not affect the :ce—equipment Program,

2.22 The ATO identified a number of areas where different
-i:p?a.t;is on ,detail might Xognire further consultation. These
cluded: )

. AUnion dnvolvement in RFT [Request for Tender]
documentation and -evaluation;

. OHS' ‘[Occupatz.onal ‘health and safety) issues -
-ergonomic standards for equn.pment
dre;

v xe=equipment aﬁ @ vehicle for job
edesigr o ve the quality of workin
life for staff on a broad sgale, ¥ g

. «Staffing of redevelopment and conversion team
= particularly use of «contract labour; and

- Retxaining and re-deployment.l3

13. Letter to JECPA £zom Commis,
JPCPA File 1986/4 Part As/;

joner of Taxation of 13 April 1987;
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Conclusion

2.23 The Committee notes that both the ATO and the staff
associations representing ATO officers are unified in their views
on the need for the ATO to re-equip its computing eguipment.

2.24 The Committee believes that continuing consultation is
crucial to the success of the entire re-equipment program and
notes that the Committee on Technological Change has been useful
as a forum for consultation and information dissemination.

2.25 The Committee believes the ATO should continue to give
careful consideration toward the achievement of an agreement
between itself and the staff associations. and to the
ramifications of this not occurring. The Committee is concerned
that the ATO has not developed a fall back strategy in the event
of disagreement on the contents of an agreement between the ATO
and the staff associations. The Committee believes that this lack
of preparedness may lead the ATO to sacrifice its negotiating
position and thus be forced to make costly and unforeseen
concessions.

2.26 The Committee therefore concludes that:

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

Computer Systems Officer (CSO) Staffing

2.27 The Committee was particularly concerned that the ATO
may not be able to recruit and retain enough CSOs (computer
systems officers) to complete its re-equipment and redevelopment
program on schedule and to budget.

2.28 The Committee was aware that a world-wide shortage of
computer  personnel existed. The: Committeer had seen the
seriousnesg of the problem demonstrated during its various ADP
inquiries and had found that major projects. such as that proposed
by the ATO could be easily jeopardised through a lack of suitably
qualified and experienced computer personnel. The Committee was
aware that despite an aggressive recruitment campaign public
service departments and authorities had been unable to meet
recruitment targets for CSOs in 1986 and furthermore there was a
growing problem in retaining CSOs within these organisations.

18

2.29 In its original submission to the Committee, the. ATO
indicated that it would use both ATO staff and contract staff to
curryd out the re-equipment and redevelopment program. The: ATO
stateds

Staff required for the project peaks at. an average
of 319 in 1990-91 ... and assuming ongoing usage of
35 contractors, the net additional systems staff
required peaks at 168 in 1989-90 ...

2.30 The ATO added:

While a figure of 35 contractors has been used for
consistency with the 1986-87 ISP [Information
Systems Plan}, it is expected that a larger number
will, in practice, be sought for the re-development
project ...15

2.31 The ATO stated that staff would be obtained through a
program of recruiting from tertiary campuses and from an
advertising campaign which would follow media coverage of the
project. The ATO noted that its campus recruitment program had
been particularly successful in 1986-87. However, the ATO's
submission did acknowledge that the Public Service Board had
warned it -of possible difficulties in obtaining sufficient
computing staff. The ATO stated:

This risk is recognised, but a major objective of
the project is to establish an environment in which
system support at the level currently provided can
be carried out with .ess staff. The ATO will be
taking every avenue open to it to recruit and
retain suitable staff. If this is not as successful
as expected, then the result would be a longer
implementation timetable than currently planned. 1t
is not considered acceptable to change the scope_of
the project bacause of this possible difficulty.l6

2.32 The Committee sought details from the ATO' as to the
success of its recruitment programs and was advised that during
1986 16 tertiary campuses had been visited and that 39 €S01s had
been recruited as a result. The ATO indicated its intention to
recruit 60 CSOls in 1987 by conducting a recruitment program at
18 tertiary campuses.

14. Minutes of REvidence, p. 17.

15. Ibid.

16. Ibid., p. 18.

17. Letter to JPCPA from Commissioner of Taxation of 13 April 1987;
JPCPA File 1986/4 Part As1/2.
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2.33 The ATO alsc provided details on a general advertising
campaign for CSOs. Responses to the campaign as at 3 April 1987
wares

€so2 Ccs03 c504 C805
From within ATO 2 4 L3 4
From elsewhere in APS 10 5 15 14
From outside APS 1 4 ) 4

19 13 28 22
Positions to be filled:

Cso2 €s03 Cso4 Cs05
Current vacancies 14 2 3 2
1987/88 ASL Increases 0 16 15 4

14 18 18 6
2.34 The Committee sought details from the ATO as to how it

would retain its computer personnel. The ATO stated that it
intended to attract and retain computer personnel by
‘establishing the most effective and efficient information system
development environment in the Australian Public Service’.

2.35 The ATO stated that the ‘environment’ would include:

(a) a people oriented management style by Senior
Systems Group management;

(b) challenging rewarding work;

(c) clearly defined management and client
objectives;

(d) the establishment of needs based individual
education program for every member of the
Systems Group;

{e) management commitment to and  adequate
resources for staff development and training;

(£) modern systems development workbench with
appropriate software tools and hardware
support;

18. 1bid.
1s. Ibid.
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(g) modern system and database software with
excellent response times from development
facilities; and

¢th) ‘excellent accommodation and workstation
furniture.20

2,36 The Committee was somewhat sceptical about the degree
to which the ATO's environment would attract computer personnel
and cause them to stay with the organisation. At the public
hearing held on 30 April 1987 the Committee therefore sought
details as to what particular aspects of the ATO' environment
would identify it as the most effective and efficient in the
Australian Public Service. However, in responding the ATO did not
refer to aspects of the environment but indicated that its
approach was ‘{to make] people aware of the advantages that would
accrue from coming into the Tax Office’.2l Staff would be
recruited from tertiary campuses and built up with tax
experience.

2.37 The Committee then questioned the ATO as to what new
insights it would bring to the recruitment of CSOs that had not
been addressed by other departments. The ATO stated:

... the efforts that we are expending to recruit
base grade staff and to make people aware of the
types of changes that are going on inside the
systems. area of the department will make people
aware that the Tax Office is a place where it would
be worth while to work. To some extent people have
been reluctant to come to our organisation because
of the computing environment in which our systems.
development work takes place, but we expect that
that will turn around as people become aware of the
changes that we plan to put in place and we have
made so far .... the success .., achieved in the
course of the last two yearxs in increasing our
recruitment of staff across the_ range of CSOs
indicates our success in this area.

2.38 The ATO was wunable to indicate how its initiatives
might solve the retention problem and noted that while there were
things the ATO could do and was doing it would also have to look
to the Public Service Board for assistance.

2.39 During the inquiry the Committee sought comment from
other organisations on the CSO staffing problem facing the Public
Service. .

20. Ibid.
21. Minutes of Evidence, pp. 117-8.
22. Ibid., p. 118.

21



2.40 The Public Service Board confirmed the gravity of the
problem and advised the Committee of a number of initiatives.
First, the Board had established a task force which was looking
at increasing the supply of computer personnel and improving
retention rates. The Board also advised that it was communicating
with the Tertiary Education Commission and was working with some
other organisations, such as the Australian National University,
towards the establishment of new courses.

2.41 The Board stated that improving retention of computer
personnel was a difficult issue. There were many factors involved
and there was little hard evidence available. However, the Board
noted:

Our evidence seems to suggest that one of the major
reasons. why people leave ([the Public Service] is
the pay structure after a certain level ... the
private sector pays more highly and ... contractors
and consultants are paid much more highly.23

2.42 The Board indicated that besides the: pay issue the CSO
career salary structure within the Public Service was undexr
review. There was a view amongst CSOs that it would be preferable
to have a two-stream type structure where those who preferred not
to manage could concentrate in technical areas. It was believed
that allowing some CSOs to become technical specialists would
encourage them to stay in the Public Sexvice.

2.43 Both. the Public Service Board and the Department of
Finance expressed concerns to the Committee about the impact the
CSO staffing problem would have on the ATO's redevelopment
project and_ in turn on the computer projects of other
departments.

2.44 The Board commented:

... the increased demand for computing staff will
intensify competition between departments for these
staff and may well reduce numbers in  some
organisations. Therefore, the timing, development
and costing of systems may need to take account of
the availability of skilled staff resources
nationally.

2.45 The Department of Finance stated:

Of considerable concern to us is the recruitment of
the extra staff required for the project. Already
the recruitment of computing professionals into the
Public Serxvice is difficult and the pool of highly
skilled technical programmers, in particular, is
severely limited. The Taxation Office’s present
recruitment campaign for 200 computer staff will

23. Ibid., p. 121,
24. Ibid., p. 123,
25. Ibid., pp. 81,88.
26. Ibid., p. 88.
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have a significant impact on the capacity of all
Government agencies in Canberra to recruit staff
and probably lead to further Public Service staff
resignations and their subsequent re gag t as
contractors, at a gignificant cost premium to the
Service as a whole.2

2.46 The Department of Industry, Technology and Commerce
commented that the shortage of (CSOs was likely to get
progressively worse. The Department noted that increasing the
output of educational institutions was one way of alleviating the
problem but it would take five to six years to see the first
effects of such action. The Department stated:

In terms of the immediate concexn for the Taxation
Office, it means that there has to be a lot of
continual thinking and monitoring done in order to
ensure that staff is available for Taxation to meet
its requirements,

2.47 The Committee noted the comments of the Public Service
Board, the Department of Finance and the Department of Industry,
Technology and Commerce. The Committee observed that the ATO had
achieved some early success in its recruitment programs but the
Committee was unconvinced that the ATO would be able to find the
number of computer persomnel it required even if it used contract
staff. Furthermore, any success in recruiting by the ATO might be
to the detriment of other departments. It. was clear that while
the problem was an immediate one the solutions would probably be
found only over the longer term.

2.48 The: Committeer was aware that certain private
organisations and Commonwealth departments had adopted a practice
of training existing staff in computing, taking the approach of
on the job training and formal course work. The Committee
therefore noted with interest ATO comments at the. public hearing
of 30 april 1987 that the ATO had previously taken ‘ordinary’ tax
officers and turned them into people who produced and developed
the ATO's systems..

2.49 The Committee considered this approach and saw that it
provided a means of acquiring computer personnel without
contending with the external shortage. The Committee noted that
such an approach did not provide a short term solution. However,
the ATO’s redevelopment program was a long term program. The
Committee believed there to be merit in the ATQ taking its own
non-computing staff and providing them with computer expertise.

27, Ibid., p. 81,
28. Ibid., p. 128.
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2.50 At a moxe general level the Committee noted that the
Government had announced various initiatives aimed at combating
the shoxrtage of ADP personnel. The initiatives were announced in:

. a statement by the Minister for Industry,
Technology and Commerce on 8 September 1987 in
which it was indicated that the Government would
substantially increase intakes into undergraduate
courses in 1988 for electronics engineering,

w computer science and other relevant disciplines;

. Budget related paper No. 9 — Skills formation in
Australia, presented to Parliament on
15 September 1987; and

. The Challenge for Higher Education in Australia, a
statement to the House of Representatives by the
Minister for Employment, Education and Training on
22 September 1987.

Conclusions and Recommendation

2,51 The Committee notes that the ATO has indicated that
should it fail to obtain all the necessary staff to meet its
proposed schedule, it would rather suffer slippage in the
schedule than restrict the scope of the planned development..
However, the realisation of benefits would be correspondingly
delayed with consequential adverse effects on cost
effectiveness,29

2.52 The ability of the ATO to recruit the staff required
for the project is of considerable concern to the Committee. The
pool of highly skilled computing professionals available to the
Australian Public Service is severely limited. In addition, the
ATQ's present campaign to recruit computer staff could have a
significant impact on the capacity of all Government agencies in
Canberra to recruit staff and could lead to further resignations
with subsequent re-engagement as contractors, at a significant
cost premium to the Service as a whole.

2.53 The Committee notes that the ATO is optimistic about
its .ability to obtain the necessary skilled staff to meet its
redevelopment schedule. The Committee also notes the views of the
former Public Sexvice Board, the Department of Finance and the
Department of Industry, Technology and Commerce. The Committee
believes that the shortage of ADP staff facing the Australian
Public Sexvice to be a matter of grave concern and further
believes that despite recent Government initiatives there will be
an increasing shortage of trained computer personnel for some
time, both within the Public Service and the private sector.

29. Letter to JPCPA from Commissioner of Taxation of 13 April 1987;
JPCPA File 1986/4 Part A/1/2.
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2.54 The Committee acknowledges the actions taken by the ATO
in attempting to obtain the skilled staff it needs but believes
the ATO should continue to look for new approaches to solving
this problem. In particular, the Committee believes the ATO could
gain from recruiting non-computing staff from within the ATO to
be trained in computing.

2.55 The Committee concludes that:

. the current shortage of skilled ADP personnel is a
major problem to the Australian Public Service
and, in particular, the  Australian Taxation
Office;

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

. the Australian Taxation Office will have to rely
very heavily on the contract market to supplement
its staff numbers, particularly at the €502 and
CS03 levels;

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

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

2,56 The Committee believes that existing non-computing
staff within the ATO provide one avenue of resolving the staff
shortage and recommends that:

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

Management Expertise

2.57 While the Committee was concerned with the ATO’s
ability to recruit sufficient computer personnel for its
redevelopment program it was also concerned with the management
expertise of those charged with ‘driving’ the project through to
completion. The Committee believed the management expertise of
the ATO’s systems management to be of crucial importance to the
success of the redevelopment program.
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2.58 The Committee noted comments provided by the Public
Service Board:

It is important to realise that the scale of this
proposal involves enormous technological and human
change for the ATO. The Board is aware that Tax
management has been engaged in high-level change
management for several years and has had success
with a number of projects. This has resulted in an
organisational culture more accepting of change,
which may help the organisation to deal with the
strains. arising from the scale and rapidity of the
changes inherent in this proposal., However, it
should be noted that a project such as this creates
management demands of an order almost unprecedented
in this country.

Board officers have already raised with the
Commissioner of Taxation the issue of whether the
senior executive resources in the Office’s Systems
Division were adequate to manage the update and
maintenance of existing computer-based systems, as
well as to  manage the development and
implementation of revised systems based on a major
equipment procurement. The Commissioner has advised
that the program would be under close scrutiny by
senior management and that the need for additional
support would be closely monitored during the life
of the program,30

2.59 The Committee noted that the redevelopment program
would 'be supported by project managers and departmental
committees and sought details on these from the ATO. The ATO
advised that project managers would exist for each major
sub-project of the overall redevelopment program and that they
would be drawn from existing ATO staff. If such managers could
not be found within the ATO they would be recruited from outside
the organisation.3!

2.60 The: ATO also advised that three committees would be
involved in the control of sub-projects. They werxe:32

. the Corporate Management Board;
. the Management Advisory Committee; and

. the Project Steering Committee.

30. Minutes of Evidence, p. 89.

31. Letter to JPCPA from Commissioner of Taxation of 13 April 1987;

JPCPA File 1986/4 Part A/1/2.
32, 1bid,
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2,61 The interrelationships of the Committees are shown in
Figure 2.1. In its original submission the ATO advised the
Committee that the . Steering Committee, which  included
representatives of systems users, reported to the Management
Advisory Committee which in turn reported to the Management Board
and the Commissioner. Steering Committees would be: involved in
the review and approval of all major aspects of the redevelopment
program which included:33

. Request for Tender specification;

. evaluation methodology;

. Public Accounts Committee submissions;
. Cabinet submissions;

. implementation strategy;

. network study;

« conversion strategy;

. inatallation planning;

. implementation phases; and
. post-implementation review.
2.62 Steering committees for the re-equipment and the High

Level Integrated Design projects had already been established.

2,63 The Committee noted that besides establishing a
committee system for managifng the redevelopment program, the ATO
had implemented a project control and systems development
methodology known as® METHOD/1l (see Appendix E). The Committee
also noted action taken by the ATO to ascertain the training
needs of_ its system staff and to provide the appropriate
training.

2.64 The Committee believed the ATO to be concentrating more
on the forms and procedures of management rather than on its
substance. The Committee consequently sought details from the ATO
on the relevant skills and experience of senior officers of the
ATO’s Systems Group so that the Committee might assess their
capacity to manage the project and to ensure its successful
implementation. In particular, the Committee sought brief
employment resumes of individual officers.

33, Minutes of Evidence, p. 14.
34. Australian Taxation Office, Information Systems Plan,
February 1987, Section 8, p. 16.
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Figure 2.1 Australian Taxation Office Committee Structure
for Information Systems Management.
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2.65 The Committee reviewed the skills and experience of 18
of the senior officers of the Systems Group and identified only
five officers who had any experience outside the ATO in the past
10 years. Only two of these could be said to have experience
particularly related to a major re-equipment and redevelopment
project. While the Committee did not doubt. the ability of such
officers. it considered that their experience was probably more
orientated to systems maintenance on the ATO’s installed hardware
and software rather than the management of a larger-scale
redevelopment in a more technologically advanced environment. -

2.66 At the public hearing held on 30 April 1987 the ATO
agreed that the knowledge, skills and experience of the senior
officers of the Systems area would be of great significance in
ensuring the successful implementation of the program and stated
that the area would be strengthened if required. When asked if
senior officers would have difficulty in managing both their
current line of responsibilities and the demands of the
redevelopment project, the ATO responded:

Certainly there are those pressures. But for
example, we have set up a special re-eguipment
branch dedicated to this task. The overall project,
of course, is not just a matter of buying in
hardware and software. It involves redeployment,
retraining of staff, rearrangements in the physical
environment, and job redesign. At this stage we do
not have formal teams commencing on that, although
gsome of it runs into other things that are
happening in the restructuring of the Public
Service. Some of those things are starting to roll.
We recognise that we will have to. put dedicated
teams in to_handle those wider aspects and we will
be doing it.35

2.67 When asked from where the required people would come
the ATO stated:

our first thing is to look within the organisation.
In a large organisation and with the sort of people
we have, there are a large number of people who we
can bring into that. work. Where we did not have the
necessary skills we would bring people in ...36

2.68 The Committee asked the ATO if it had considered
setting up a task force dedicated to the migration and
redevelopment aspects of the program to be managed using highly
experienced external resources. The ATO reiterated that its
preference would be to use internal resources as much as possible
and noted that ‘at the end of the process of change’ thexe was a
desire to have skills within the organisation able to carry on.37

35. Minutes of Bvidence, p. 113.
36. Ibid.
37. Ibid., p. 114.
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2.69 - At the public hearing of 30 April 1987 the ATO agreed
to ‘think again’ -as to whether it was the correct approach to. use
inside people ox whether the ATO should _look at bringing in a
hired group of people as project managers. ¥ '

2.70 In a written response to the Committee the ATO rioted
that project team members would need skills in:39 :

. management and project arrangement;

. subject matter knowledge; ‘

. analysis and design; apd

. programming and systems implementation.

2.71 The ATO reiterated that it had an ongoing need for
staff with all these skills and that theire was a particular need
for such people during the redevelopment program. Thé ATO
indicated it had used external staff to complement the skills of
internal staff and that certain parts of the redevelopment
program might be given over to external agencies. Additionally,
it was noted that the ATO’s Management. Board was conscious of the
heavy workload facing the Systems Group and its senior members
and that the Systems Group would have priority when resources
were being considered for 1987-88. An option was to reallocate an
additional SES position to the Group.40 :

Conclusions and ‘Recommendation

2.72 The Committee notes that the ATO has given serious
consideration to the management of its redevelopment program and,
in particular, notes the g t arrang ts planned by the
ATO. '

2.73 The. Committee is firmly of the view that the management
expertise of the ATO’s systems managers is of crucial importance
to the success of the redevelopment program. The program is one
of the largest of its kind to be undertaken in Australia.

2.74 The Committee accepts the ATO’s desire to use internal
staff as much as is possible and notes that the ATO is willing to
call on specialist advice from external souxces. However, the
Committee believes the crux of the management issue is not to do
with the management of individual projects but rather the
capaciﬁy of senior ATO managers to manage and drive the program
as a whole.

38. Ibid., p. 126.

39. Letter to JPCPA from Commissioner of Taxation of 11 May 1987;
s JPCPA File 1986/4 Part A/1/3.

0. Ibid.
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2.75. The Committee has sought to ascertain the overall
expartise of the current senior management of the System Group
and has found there to be a lack of experience in managing a
project of this scale in addition to their management
responsibilities for the ongoing systems on existing equipment.

2.76 The Committee concludes that:

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

. the senior management in. the Australian Taxation
Office’s Systems Group do not have sufficient
experience: to manage a project of this scale in
addition to their management responsibilities for
ongoing systems on existing equipment.,

2.77 The Committee's view of this situation is that suitably
experienced personnel should be sought by the ATO from outside
the organisation and the Committee therefore recommends that:

2 the Australian Taxation Office set up a task force
dedicated to the re-equipment and redevelopment
program and that this task force be managed by
highly experienced external resources.
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CHAPTER 3
DESIGN ISSUES

Systems Design
Conversion

Two~-Site Environment
Project Estimates

e

Systems Design

3.1 The Committee’s understanding of computer systems
design was based on the concept of a ’top-down’ evolutionary
process. This process involves the development of a coxporate
strategic plan which then allows the systems environment required
to suppoxrt the corporate strategies to be broadly identified.
This is followed by the development of high level concepts and
broad specifications concentrating on data modelling, data flows
and system integration. Only after this stage has been completed
should the tactical planning stages proceed. In the case of the
ATO, this equates to the development of the Information Systems
Plan (ISP) and the preparation of a Request for Tender (RFT) for
new hardware and software.

3.2 However, the ATO did not appear to have followed this
process chronologically, and provided to the Committee its 18P,
which documents the high level tactical plans to implement its
technological requirements, without first completing the high
level integrated design stage of the design process.

3.3 The ISP states:

In order to satisfy the information needs of the
ATO, the major requirement of this plan is for the
development and implementation of an integrated set
of application systems designed specifically to
address the business objectives of the ATO.l

3.4 Although the stated aim of the ISP is ‘the development
and implementation of an integrated set of application systems’,
the Committee was concerned about the quality of integration in
the design. The information provided by the ATO both in response
to written questions and during the public hearing of
30 April 1987 demonstrated that the approach to partitioning the
‘integrated’ system into manageable components was based on
establishing arbitrary or traditional boundaries among functions
rather than on a carefully defined analysis of the nature and
complexity of interfaces between system components.

.

1. Australian Taxation Office, Information Systems Plan,
February, 1987, Section 4, p. 1.
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3.5 In examining the ATO's original submission, the
Committee noted that the four key application areas selected by
the ATO to measure benefits from =re-equipment and redevelopment
already existed in the ATO’s computing environment. The Committee
also noted that the proposal seemed to anticipate the further
automation of these separate functions without consideration of
any change to their basic operation which might be. brought about
through system integration.

3.6 Attachment F of the ATO submission entitled ‘The New
Technological Environment’2 identified the many changes which
would occur in the ATO but made no mention of system integration
and how it might affect the ATO’s current applications.

3.7 The ATO submission emphasised the comprehensive nature
of the facilities that are proposed and made it clear that the
ATO was planning a dramatic growth and change in its use of
information technology. The submission provided the Committee
with nothing more definite than a general statement of interest
in using modern tools such as database management systems, fourth
generation lanquages, enhanced data capture and imgroved system
development and maintenance productivity facilities.

3.8 When queried on the sequence of its design work at the
public hearing of 30 April 1987 the ATO responded:

There are significant disadvantages that accrue if
you do all of the detailed work before you can
proceed to the acquisition of your equipment.4

3.9 The Committee was not in accord with this view and
considered that there were a number of critical design decisions
which could and should be made quite independently of the
hardware and software to be selected by the acquisition process.
These design decisions concerned the transition process from
current file structures and application programs to the proposed
integrated databases and associated sub-systems which would
access and manage the integrated data on the new system. The
Committee was of the view that if the ATO considered it had
already taken these design decisions, then they had been based on
inadequate analysis.

3.10 While the ATO submission stated that an integrated
solution was sought, there was no framework provided for that
integration in the submission. In fact, the ISP demonstrated an
almost total lack of any integration design work related to the
proposed new applications. The Committee was particularly
concerned that the High Level Integrated Design (HLID) task was
yet to be completed when the ISP (with its thirty projects to
develop, maintain and enhance systems prior to re-equipment® and
twenty-five new sub-systems for implementation after
re-equipment®) was forwarded to the Committee. The Committee

2. Minutes of Bvidence, p. 55.

3. Ibid., pp. 55-7.

4. Ibid., p. 140.

5. Australian Taxation Office, op. cit., Section ¢, p. 2.

6. Ibid.

34

‘believed it was a questionable methodology to define these

sub-systems in advance of the integrated design. The Committee
also believed the process of apparently ‘retro~fitting’ the
design to meet the requirements and specification of the ISP and
the Request for Tender could pose major difficulties for the ATO.

3.11 The Committee saw that there were several implications
arising from these matters. Either the quality of integration
among the system components would suffer as they were built or
the design would require progressive revision during this
process. The result would be delays in implementation and
deferral of the realisation of benefits.

3.12 Of equal concern to the Committee was the issue of
system 'migration’. The Committee defined the term ‘migration’ to
be a2 series of steps, which included:

. the transfer of old data, often duplicated and
inaccurate, in a purified form to new integrated
databases;

. the transfer of many unintegrated files with old
file structures to new and very different database
designs; and

. the transfer ,of old processing logic, in a
completely revised form, to the integrated
environment.

3.13 The migration tasks identified in the ISP appeared to
match the structure of existing systems, with their boundaries
drawn to suit current office operations rather than an integrated
structure which could meet the demands of a new ATO environment.
The Committee considered that the ATO should review the intent
and structure of these tasks as the migration strategy and its
associated planning would normally be developed only after the
integrated design was completed.

3.14 The Committee noted that because of the multiplicity of
the complex and extensively modified files currently used by the
ATO, the task of supplanting old systems with new systems would
be difficult for the ATO.

3.15 The Committee was aware that migration may involve as
much development effort as the design of the new systems. The
Committee therefore sought estimates of the effort and cost to
migrate. The ATO responded that these were included in the
conversion and development costs and referred the Committee to
the ATO document known as the High Level Integrated Design (HLID)
and in particular, Section 11, Annex 1, page 3.7 Having examined
the ATO’s estimates, the Committee was concerned that the ATO had
underestimated the impact of migration, both in terms of time for
completion and the associated costs,

7. Letter to JPCPA from Commissioner of Taxation of 13 April 1987;
JPCPA File 1986/4 Part A/1/2.
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3.16 The Committee found that the ATO had drawn a boundary
between the old applications software which would .be converted to
run in the new environment and the applications. which would be
developed afresh for the new equipment. However, the old
applications were not well integrated and if the new applications
were to be integrated with each other, the migration of old to
new would not be simple. The Committee £found that the ATO's
design work had not acknowledged the potential complexity of this
activity nor had it allowed sufficient manpower resources for its
completion. Resource estimates that were provided to the
Committee predated the integrated design phase and so cast
further doubt on their validity.

3.17 A further concern of the Committee was that if work on
.the integrated design was based on traditional boundaries between
systems then there was a strong possibility that the ATO had not
sufficiently examined the impact on workflows that would take
place with new integrated systems. The Committeer was of the
opinion that the introduction of new integrated systems provided
opportunities for considerable change in ‘workflows and
responsibilities and consequently believed system designers
should expect traditional approaches to determining system
boundaries to be .unsatisfactory. The Committee believed new
boundaries should be based on redefinitions: of functions and the
minimisation of complexity between system components.

Conclusions and Recommendations
3.18 The Committee concludes that:

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

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

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

. the Australian Taxation Office has underestimated

the impact of migration in terms of elapsed time
for completion and associated costs.
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3.19. The Committee thexefore recommends that:

3 the Australian Taxation Office review i
ts High
Level Integrated Desi in  th 1
Committee’s concerns; n @ light of ‘the

4 the Australian Taxation Office develo a detailed
design strategy for migration froz the old
Processing environment to the new systems; and

5 the Australian Taxation Office revise its
time and
resource estimates for red
Pt S evelopment and migration

Conversion

3.20 The Committee defined ‘conversion’ :

program code to allow a computer application toa:unaﬁ:lc;:;g: ng‘fv
oggrating system in a new environment. The Committee noted that
; Tg'sendi:gg‘;:tigﬁ :3:1:”1‘0'5 comi/ex:si‘gn project would see the

. emsg runnin n  the

producing the same output as the olg systems run::::g g:v;:g:rffg:
on the existing (old) environment. The ATO had estimated the
progam code running in its present environment (which reqizired

gcf:n::g;fon) to be 764 programs consisting of 1.25 million lines

3.21 The Committee noted that the ATO had

! col
options for supporting its current applications wg:}xdezﬁg :::'
computing environment became available. The- options were:

. to leave current applications unchanged on
existing equipment until their equivagents w::::
available in the new environment; or

. to convert current applications to th
environment, allowing the existing e uipme “to be
dispensed with as soon as possiblg. dquipnent to be

3.22 The ATO maintained that early conversion would:8
. improve responsiveness to Government plans;
. reduce the need for application maintenance staff;

. :2grten the period of need for dual skills sets;

. reduce staff losses caused b i ’
obsolete environment. ¥ vorking in an

8. Minutes of Evidence, p. 69.
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3.23 As conversion of the current applications would chiefly
involve translating from one version of COBOL programming
language to another, the ATO considered no understanding of the
applications would be required. Hence, the conversion could be.
cont:é:act:ed out to private industry rather than be done by the
ATO.

3.24 The Committee noted that converting all of the A'..l‘o’s‘
information systems onto new equipment as quickly as p0§51ble
would enable the disposal of the current equipment within two
years of the commencement of the conversion project. The ATO
estimated that fully redeveloping its systems would take five
years. However, if no conversion were to be undertaken thg ATO
would need to retain its current equipment for three additional
years, ie to the end of the full redevelopment period,; at an
approximate cost of $23 million.10:

3.25 In considering the conversion issue the Committee noted
comments made by the Department of Finance. The main points made
by the Department of Finance were: 1 -

. the convers‘ion task could be performed in
isolation, ie away from the ATO, by a contractor;

. there were several major contracting organisations
in Australia which could undertake the conversion;

. the contractor’s ability to. carxy out the
conversion would be affected by the new computing
envircnment acquired by the ATO, - eg a contractor
may need to use the ATO’s new operating
environment and 86 conversion may not commence
until the new environment was fully established.
Such a situation could be cost-inefficient; and

. it was important to achieve a "total, effective
conversion’ because:  the cost advantages of the
conversion would only commence when it was
complete. At such a time the existing (old)
equipment would no longer be required.

3.26 The Committee recognised that the conversion was a
major and vital part of the ATO's overall re-equipment and
redevelopment proposal. The Committee accepted that while it was
intended to develop new systems on new equipment it was necessary
to convert old systems from existing equipment to new equipment
to provide continuity in the ATO’s operations and to facilitate
the disposal of the old equipment.

9. Ibid.
10. Australian Taxation Office, op. cit., Section 9B, p. 12.
11. Minutes of Evidence, p. 83. -
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3.27 In examining the issue of conversion the Committee
considered other areas where conversion might have an impact. One
such area was the provision of online inquiry facilities.

3.28 As a result of inspections of ATO branch offices the
Committee had a strong congern that online inquiry facilities
within the ATO should be improved as a matter of priority. The
Committee recognised that such facilities would probably result
from new systems being developed on new equipment and that at
best their development would occur in ~parallel with the
conversion task.

3.29 The Committee sought comment £rom the ATO on this
matter at the public hearing of 30 April 1987. The ATO responded
that it placed high priority on the provision of online inquiry
facilities and that this was demonstrated by the fact that online
inquiry would be provided very early in the new development.l?

3.30 Also the Committee sought comment from the ATO as to
how the ATO would ensure that the introduction of an online
inquiry facility would not be delayed by issues arising from the
conversion task. The ATO was not able to provide the Committee
with any guarantees: on this matter but stated that the ATO's
work, over the previous two.years demonstrated ‘full commitment
to adequate and complete planning’. The ATO added:

The continuation of that [planningl process should
give confidence in our ability to achieve ....

Conclusions and Recommendation

3.31 The Committee believes the conversion task is vitally
important to the overall re-eguipment and redevelopment proposal
and notes that as soon as the conversion is complete the ATO will
be able to dispose of its existing environment and its associated
problems.

3.32 The Committee notes that it is advantageous for the
conversion task to be completed as soon as possible and concludes
that:

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

3,33 While the Committee notes the importance of the
conversion task it remains firmly of the view that the provision
of satisfactory online inquiry facilities to ATO staff is
urgently required. The Committee believes the benefits of such
facilities to be improved efficiency and greatly improved staff
morale.

12, 1bid., pp. 143-4.
13. Ibid., p. 144.

39



3.34 The Committee concludes that:
. the online inquiry facilities presently available
within the  Australian Taxation Office are
unsatisfactory.

3.35 The Committee notes that the ATO has acknowledged the
need for improved online inquiry facilities and that the ATO has
indicated its conversion task will not delay the provision of
such facilities.

3.36 The Committee therefore recommends that:

6 the Australian Taxation Office continue to pursue
the provision of a satisfactory online inquiry
facility for the use of Australian Taxation Office
staff as a matter of priority.

Two-Site Environment

3.37 The Committee was aware that the ATO located its
existing mainframe computing facilities at two separate sites in
Canberra, one being the Treasury Building in the suburb of Parkes
and the second a site known as the Deakin Offices in the inner
suburb of Deakin. The Committee understood this was for risk
minimisation and security reasons. However, the Committee
believed advances in technology may have allowed the ATO to
change this policy withount increasing the risk to the aTO’s
computing facilities. The Committee therefore sought details from
the ATO on the origins of the two-site environment and the
arguments used in its establishment.

3.38 The ATO advised the Committee that the two-site
environment was initially proposed to the Interdepartmental
Committee on ADP in 1980. The ATO continued:

Additional computer processing capacity, bringing
the mainframe complement to three, was seen as
required to maintain ATQ processing and development
capability. It was also seen that central
processing could be made less vulnerable at little
additional cost by separating the configuration
into two discrete sites in Canberra, 14

3.39 The ATO stated that the original arguments for the
two-site environment were:l5

. ATO computer systems wexre a vital part of the
Government’s revenue collection function and any
extended loss of processing capability would
result in unacceptable cosgts to the Government ;

14, Letter to JBCPA from Commissioner of Taxation of 13 April 1987;
JPCPA File 1986,/4 Part Arlrs2.
15. 1bid.
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3.40

s 1y
. the then central installation was particularl
vulnerable to sabotage because of its role in

‘enabling the Government to achieve

objectives’ and the existence of two sites would

make effective sabotage more difficult;

i i i highly
. the existing Parkes site was considered
vulnerable go major disruption from a natural
calamity and could not accommodate all the
required equipment; and
. back-up arrangements with other installations were

i i Canberra
not considered to be feasible. Two othex ;
organisations had similaxr equipment' but did not
have the capacity to perform the ATo_s processing-
load and the larger of the two oxganisations used

a different operating system.

to the
The Committee sought a response from the ATO as to t
justifications in terms of cost and risk analysis for maintaining

the environment with the new equipment it planned to acquire.

3.41

The ATO responded:

i i t is
Continuation of the two~gite environmen
congidered to be Jjustified by arguments broadly
similar to those of 1980,

actice the Parkes site is manned by only
ggougr g% oé central operations staff and the
additional costs are largely confined to those for
communications facilities between‘the two sites and
marginally higher accommodation costs.  The
existence of the two sites has allowed each site to
provide off-site data backup for ghe other so.that
manual transfer of data for off-site stor§ge is no
longer required. Further, major power failures at
one site, though well short of a dlSaSFeF, have
been less disruptive because of the ability to
transfer network support to the othex.

i of course, possible that as a result of its
é;T,lzﬂe ATO willlugtimately have equ+pment s;@;lar
to that at a larger number of other Lnstal;atloni.
However, no back-up installation outside the
control of the ATO would be able to support the ATO
network and it would be extremely rare to find a
well-managed installation which had | reserve
capacity in both disc storage and processing po:gg
capable of supgorting 50% or more of the
processing load.16
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3.42 At  the public hearing held on 30 April 1987 the
Committee sought further comment from the ATO. In particular, the
Committee asked whether a second site could be justified if the
new equipment could be located at a single site that was
reasonably secure and had no accommodation problems. The ATO
responded that the issue of risk continued. to be an important
consideration favouring two sites and furthermore the use of a
two-site envirponment allowed a  balancing of work  across
configurations.l? The ATO also indicated that a formal xisk
analysis of the Deakin site had not been conducted for two to
three years., It was anticipated one would commence by June 1987.

3.43 The Committee songht comment from witnesses at the
public hearing as to what their organisations did if they did not
have a second site. The Department of Finance noted that it was
usual for back-up arrangements to be made at other sites. The
Department drew to the Committee’s attention the -fact that a
working party had been established several years earlier, under
the aegis of the Department of Local Government and
Administrative Services, to examine on a Service-wide basis the
provision of a back-up site to be used for emergency purposes.
However, for various reasons the proposal had not been
implemented. The Department of Finance noted that its own
contingency plans allowed for it to use another organisation’s
computer within 24 hours of its own site becoming inoperable. )

3.44 The Committee noted the comments made by the Department
of Finance. The Committee was awaxre of the work done by the
working party.

3.45 The Committee was of the view that the ATO had a strong
case for maintaining its two-site environment and noted, in
particular, that the ATO was responsible for the collection of
some 80% of Commonwealth revenue.

Conclusions and Recommendations

3.46 The Committee notes the arguments put forward by the
ATO for the establishment of the two-site environment. for its
mainframe computer facilities. The Committee also notes that the
ATO believes the two-site environment should be maintained for
its re-equipment program. The Committee concludes that:

. the Australian Taxation Office has legitimate
grounds for continuing to maintain its mainframe
computer facilities using a two-site environment.

3.47 The Committee’s consideration of this issue led it to

consider the related issue of the availability of emergency sites
for Commonwealth computer facilities,

17. Minutes of Bvidence, p. 129,
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3.48 The Committee notes the work previously undertake

the working party established under the aegis ofythe. Departxrrlleg{

of Local Government and Administrative Sexvices. The Committee is

aware that various private enterprise organisations participate

;:m:ﬂ\ms a:ggrebg, fori; bfee,, emexgency computer sites are
made available to

B ol organisations should they

3.49 The. Committee notes that modern
y practices mean that
dep_a:.‘r.ment's ability to re-establish its computer syste:r
following a disaster is dependent on the department being able to
acquire a new site. Because of back-up procedures, data and
;g:mfe lcan ingariably be restored within a short time with
.nima Oss and computers can usually be re in

and in some cases even days. ¥ Be replaced within weeks

3.50. ‘The Committee notes that the oper io
Commoanalth have become increasingly dependentpona:;en:onggnu21}1‘:
availability of computing services such that departments or
statutory authorities are now at risk if their own computer sites
are damaged. The. Committee believes. Commonwealth organisations
must have access to emergency computer sites.

3.51 The Committee concludes that:

. there is a requirement for all Commonweal
3 3 th
departments and statutory authorities to have
access to suitable emergency computer sites.

3.52 The Committee recommends that:

7 steps be taken to assess the overall emergen
c
conputer site needs of Commonwealth departgentg
and’ statutory authorities; and

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

Project Estimates 4

3.53 The Committee was aware. that while the com
industry had demonstrated its capacity to install hardwg‘;;igg
gchedule, it had a very poor record in accurately estimating the
timescale for implementing large system development projects.-
Also the Committee had observed the difficulties experienced by
other  Commonwealth departments: with - similar projects,
Consequently, the Committee was concerned to examine project
estimates of the ATO’'s re-equipment and redevelopment program..
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3.54 The Committee noted that the ATO's proposed schedule
for its proposed program was governed by three main factors,
viz.s

. the effort required to complete the project tasks;

. the timely availability of the necessary
resources; and
. sound management to ensure the efficient

application of resources to the tasks.

3.55 After examining the ATO’s estimates of time and
resources as presented in the Information Systems Plan (15P),18
the Committee questioned the estimates on several counts. These
included:

. the incomplete stage of the High Level Integrated
Design;

. the optimistic perceptions by the ATO of the time
that it would take to acquire skills with the new
software;

. the shortage of sufficient numbers of trained
computing staff. The Committes believed that
drawing on additional resources from the
contracting market may alleviate the situation but
there was no guarantee that this market would be
able to supply the skilled personnel required; and

. the management expertise of senior staff. The
Committee considered the scale and depth of the
planning required for the project went well beyond
the boundaries of the projects in which ATO staff
had gained their experience and expertise.

3.56 fhe Committee noted that for eight of the ATO's
projects scheduled to commence in the period July 1986 -
June 1987 delays of between three and thirteen months had already
been incurred (see Table 3.1). The Committee therefore found
there to be reason to believe the ATO's redevelopment schedule
was overly optimistic and that the actual completion time could
be much later than that estimated.

3.57 The Committee sought comment from the ATO on its
project schedule at the public hearing held on 30 April 1987. In
particular, the Committee questioned the ATO as to what
information the ATO could provide that would enable the Committee
to xely on the key implementation date of 1 July 1989 for the
first redeveloped application in the new environment,1?

18. Australian Taxation Office, op. cit., Section 11, Annex 1.
19. Minutes of Evidence, pp. 60, 112.
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Refer to ISP, Scction 9A,

. 70

TABLE 3.1 Schedule Slippage for the Period July 1986 — June 1987
Project Estimated Estimated Project
Completion Completion Slippage
as at as at
February 1987 April 1987
Company Income Tax Return
Processing Modifications -
System Installation:
« Editing of data keyed from
company returns Jan 1987 Apr 1987 3 months?
Prescribed Payments System —
« Preliminary Systems Design Dec 1987 Mar 1988 13 months?
Enhanced Data Capture for
Law Enforcement —
Preliminary Design Oct 1986 Jun 1987 8 months3
Sales Tax Enhancements -
Production Systems Support Oct 1987 Nov 1988 13 months#
Identified System Improvements —
Preliminary Systems Design:
. Storage of previous
assessment details Oct 1986 Oct 1987 12 months?
. Storage of informative
errors Oct 1986 Oct 1987 12 months3
. Assisted assessments for
prior years Apr 1987 Apr 1988 12 months3
Systems Installations:
. Extension of AIS Jun 1987 Jun 1988 12 5
. Storage of informative menths
errors Jun 1987 Jun 1988 12 monthsS
+ Computer assisted
assessment, prior years Jun 1987 Jun 1988 12 months3
Receipting of Cash -
Preliminary Systems Design Sep 1986 Jun 1987 9 months®
Index Microfiche Replacement —
Preliminary System Design Jun 1987 Jun 1988 12 months?
Child Support System -
Preliminary Systems Design Jun 1987 Aug 1987 2 months8
Note: 1 Refer to ISP, Section %A, p. 6
2 Refer to ISP, Scctioa %A, p. 16
3 Refer to ISP, Section 9A, p. 25
4 Refer to ISP, Section 9A, p. 29
5 Refer to ISP, Section 9A, pp. 40-1
6 Refer to ISP, Section 9A, p. 46
7 P
8 P.

Refer to ISP, Section 9A,

Source: Australian Taxation Office,
Bdition, Pebruary 1987, and updated
JPCPA from Commissioner of Taxation

Part A/1/2.

91
Information Systems Plam, Reviscd

Section 9A attached to letter to
of 13 April 1987; JPCPA Fite 1986/4
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3.58 in response the Commissioner  of Taxation,
Mr Trevor Boucher, stated:

In terms of the team we have in the Systems .area,
in terms of the confidence I have in the management
supervisory structures that we have established and
are developing within the Office, in terms of our
adoption of project methodologies, in [terms} of
the commitment of the organisation to the task, in
terms of our demonstrated preparedness.to bring in
help from the outside - we are not insular about it

all - then I believe that we can deliver this
project in the sort of timescale that we have
outlined. .

3.59 The Commissioner later stateds

I cannot. offer cast-iron guarantees. We believe
with the advice we have. had - and, again, this
reflects advice from people outside the:.Office -~
that what we have put in front of you is realistic
and attainable.

Conclusion and Recommendation

3.60 The Committee notes the resolve of the ATO to achieve
its re-equipment and redevelopment program on schedule.. Hov'zever,
the Committee has already found there to be slippage in the
program,

3.61 The Committee therefore concludes that:

. the elapsed period for implementation of the new
systems is likely to be much longer than is
currently estimated by the Australian Taxation
Office.

3.62 In view of what would seem to be inevitable slippage,
the Committee recommends that:

9 the Australian Taxation Office re-assess the
sequence.  and rate of implementation of its
re-equipment and redevelopment program, and set
realistic and achievable goals which are not so
totally dependent on obtaining scarce resources.

20. Ibid., p. 112.
21. Ibid., p. 115.
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CHAPTER 4.
EVALUATION ISSURS

. Project .Justification and Cost Effectiveness
. Performance Indicators.

Project Justification and Cost Effectiveness

4.1 In xeviewing the ATO’S computer systems re-equipment
and redevelopment proposal the Committee found there to be a
clear need for the ATO to move ahead and make better use of
information technology. Both the ATO's original submission to the
Committee and the Committee’s inspection of ATO branch offices
demonstrated the ATO’'s operations were heavily dependent on paper
recoxds and manual processes.

4,2 The Committee noted that the ATO's existing computer
systems. environment had served the ATO for some 10~15 years. The
systems. used batch processing and had limited online facilities.
The limited online facilities meant that it was difficult to
access and retrieve taxpayer data. Furthermore, systems were not
integrated and as a result data duplication occurred.

4.3 The Committee. noted that the ATO was experiencing
increasing difficulty in providing adequate levels of support to
its existing systems. The ATQ’s submission indicated the reasons
for this difficulty included:

. increased demand for change to applications
systems due to legislative and policy changes;
. increased demand for the maintenance of old
* systems which continued to grow in size and
complexity; .
. a lack of modexn systems support tools;
. applications being dependent on using in-house

developed software which was both inflexible and
costly to maintain; and

. a computing "environment which, because of the
abovementioned points, was wnattractive to
appropriately skilled staff.

1. Minutes of Evidence, pp. 52-4.
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Figure 4.1 Section of Melbourne Branch Office,
Australian Taxation Office

Figure 4.2 Mail Sorting, Melbourne Branch Office,
Australian Taxation Office
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4.4 . The need for change in the ATO's computing systems was
clearly stated by the Department of Finance in comments provided
to the Committee on the ATO's proposal. The Department of Finance
stated: -

Finance supports the proposal and considers that
-the. Taxation Office has no viable alternative to
replacing its presént computing environment. The
existing systems are deficient in modern computing
tools for the development and maintenance of
computer systems and lack modern data management
facilities. In addition, the burden of maintenance
of- the existing computer systems is excessive due
to their age and lack of flexibility to adapt to
the changes caused by the substantial volume of
recent Government taxation policy initiatives. The
Office’s problems are exacerbated by difficulty in
recruiting staff, due both to resistance to. working
with outmoded technology and a lack of recruits
with appropriate knowledge for maintenance of the
existing systems.

4.5 The Committee was in agreement with the views expressed
by the Department of Finange and, in particular, saw that the ATO
had no wviable alternative but to replace its computing
environment. The Committee noted that the ATO’s proposal was in
line: with its 1986 ADP' Strategic Plan and Corporate Plan.
However, the Committee was somewhat surprised that the ATO then
justified its proposal in terms of projected staff savings over
the life of the project. The Committee had observed other
departments to adopt such an approach only ‘to find the benefits
difficult to realise.

4.6 The ATO’s original submission to the Committee noted
that the ATO faced a dilemma in attempting to quantify benefits
to support -its proposal at +the 'in-principle’ stage of
development. The ATO stated: .

- The level of precision with which benefits can be
defined and quantified is limited by the degree to
which the operation of application systems in the
new equipment/software énvironment has been
specified and that is, in many 1nstancesé not to a
very high.degree of detail at this stage.

4.7 The ATO a.lso noted that because the taxation system was
always changing it was difficult to estimate future benefits
based on present laws and administrative arrangements..

2. 1bid., p. 77.
3. Ibid., p. 61.
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4.8 The ATO explained that its approach to justifying the
re~equipment and redevelopment proposal was not to attempt. to
quantify benefits over all the ATO’s applications but rather to
look at four key applications where major benefits were expected
from re-equipment and redevelopment. The ATO stated:

In short, we are saying that if the proposals
cannot be justified by benefits from these areas
there is not much point proceeding with the
proposals. Other applications are, of course,
expected to realise significant benefits and these
will be quantified at the appropriate time in the
staged acquisition process once Cabinet approval in
principle has been given to. proceed.4

4.5 The four areas selected by the ATO were:

. Income Tax Returns Processing;

. Antomated Audit System;

. Income Matching System; and

. Automated Collection System.
£.10 The AT0 indicated that the method of measuring
anticipated benefits involved suitably qualified officers in
branch offices quantifying the savings in staff years that could
be achieved in the proposed new environment and, in particular,
in the four main areas. Conclusions reached by branch offices

were then tested and cross-checked by other areas of the ATO.
Additionally, where possible, conclusions were tested against the

recorded and observed experience of the US Internal Revenue

Sexvice and Revenue Canada Taxation. E

4.11 The ATO explained in its original submission that
savings in the four key areas were calculated in terms of staff
years converted to salary plus overhead savings over a ten year
period commencing on 1 July 1588. The AT0O stated: ‘The approach
adopted i% in line with the Public Service Board Cost
Effectiveness Guidelines.’>

4.12 The ATO noted that although the benefits were measured
in temms of staff savings the option was available to ‘realise
some or all savings in terms of a reduced rate of staff growth’.®

The AT0O further noted that some staff savings could be divexted

to fund an expansion of compliance activities and that it could
then be argued that the resulting benefits would be in the form
of additicnal tax revenue. However, this approach had not been
taken because the ATO argued the benefits had already been
quantified and put forward in the case for the Australia Card.?

6. Tbid., p. 63.
7. Ibid., p. 64.
50

4.13 With regard to other benefits the ATO stated:

Major tangible savings are aiso expected from the
redevelopment of other applications such as PAYE,
PPS, FAT and ST, but the savings have not been
quantified at this stage. These systems account for
around 2800 staff years and savings of the order of
10-20% are confidently expected. Further, the
redevelopment in this environment of such
applications as those associated with the
processing of disputes, revenue estimates and
statistical analysis, audit case selection,
personnel administration and 1library management
will also result in substantial savings.

It also needs to be said that the ATO has initiated
an ongoing rigorous review of its operations. It is
reviewing the traditional approach taken to its
many functions with the aim of improving efficiency
and effectiveness and wherever possible
implementing changes and improvements within its
existing environment. The move to self-assessment
is an example of what has been achieved. In
quantifying the savings in this Submission then,
care has been taken to exclude groductivity gains
expected from the review process.8

4.14 The ATO concludeds:

The conservative approach taken to the measurement
of benefits indicates that the figures are credible
and. that decision-makers can have confidence in the
actual achievement of savings of the order
predicted when the arrangements proposed are in
place.d

4.15 The Committee noted the approach used by the ATO to
Justify its re-equipment and redevelopment proposal. The
Committee also noted comments made by the Public Service Board
and the Department of Finance in relation to the ATO approach.

4.16 The Public Sexvice Board commented:

The wmajor financial justification for the proposal
is: in terms of projected staff savings. If the
Stratplan experience is any guide,_ these savings
may prove to be difficult to realise.

8. Ibid.
9. Ibid., p. 65.
10. Ibid., p. 89.
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4.17 The Department of Finance reiterated this view:

The Committee will be aware that recent major
Australian Government computer projects have not
performed in accord with initial estimates and
problems have emerged in evaluating: what, if any,
tangible benefits ‘have resulted. Savings of the
order initially proposed have on occasion proved
difficult. if_ not impossible to realise or to
substantiate. .

4.18 At the public hearing held on 30 April 1987 the
Committee sought comment from the ATO as to its  use of cost
effectiveness analysis and its justification of its proposal in

terms of projected staff savings. The ATO responded that it had

no choice but' to go ahead and acquire new equipment and develop
new systems, however, it had performed cost-benefit studies and
cost effectiveness analyses because they were required. It had no
choice but to perform such analyses,

4.19 The Committee advised the ATO that it was sceptical of
the usefulness of cost effectiveness analyses in justifying
computer projects and reiterated that other departments had had
little success in Jjustifying projects on the basis of staff
savings. The Committee.suggested to the ATO that there may be a
need to provide emphasis in other areas when justifying such
proposals and then questioned the ATO as to whether it would
prefer to express the benefits of its new systems in terms of
additional revenue and improved service.

4.20 The. ATO responded:

We steered clear of getting involved in additional
revenue aspects of the benefits simply because a
lot of the revenue that we would expect to come
from this system has already been counted and
spoken for in relation to the Australia Card
proposals. and those assocjated with a high
integrity numbering system. If we were to justify
this proposal on the basis of that sort of revenue,
then we would be. counting twice. We would be
claiming it as a justification in two separate
proposals. We did not think that that was a very
sensible approach at that point. There was the
other aspect of it as well, that when you look at.
the reduced staff numbers that we have spoken about
in the proposal - some 3,000 for the period - the
proposition exists where we could have said those
3,000 will be converted to compliance or audit
staff and, on the basis of something like $300 000
per staff member in revenue gain each year, then
the benefits of the proposal would be a certain
figure.

11. 1bid., p. 80.
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To have said that- implies that our friends in
Finance are allowing us to-use them in that fashion
and I do not believe we could do that. What we came
down with in the end, having regard to this
conserxvative approach that we claim that we have
adopted, is to. say that we will go on the
traditional basis of staff saving. To answer the
question about service to taxpayers, we regard that
as something intangible. It is very difficult to
measure and, indeed, open to a fair amount_of
debate as to its standing up in the real world.l2

4.21 In assessing the ATO’s cost effectiveness analysis the
Committee had two major concerns. The first concern related to
the perceived lack of an integrated design.l3 fThe Committee
observed that the cost effectiveness analysis was based on the
development of an integrated system and on the provision to staff
of access to integrated taxpayer data, steps which would reduce
the growth rate of staff numbers. The Committee noted that the
staff savings were predicated on the assumption that the: schedule
for redevelopment would be met. However, as the schedule depended
on & sound level of design, which the Committee had found not to
exist, the Committee viewed the ATO’s cost effectiveness analysis
as unreliable.

4.22 The Committee’s second concern was that the ATO did not
appear to have made allowances for the additional operational
staff it would need to implement and support its computer network
in the new environment. It was the view of the Committee that the
projected staff savings could therefore be eroded by these
unforeseen requirements.

4,23 While the Committee noted the ATO’s arguments for not
incliuding: increased revenue collection as a justification for the
proposal, it bdlieved the recovery of tax revenue was bound to be
improved by the provision of the proposed new facilities. The
Committee consequently believed the ATO should include some
proportion of such improved recovery within the benefits
identified in its cost effectiveness analysis.

4,24 The Committee accepted that cost effectiveness analysis
could be useful in focusing attention on how the proposed new
system would be used and what impact. it might have. However, the
Committea did not believe cost effectiveness analysis should be
the sole criterion on which the ATO’s decision to proceed was
based. The Committee believed that it was generally accepted that
most decisions on major computer system proposals were based on
many more considexations than are generally included in the scope
of cost effectiveness or cost-benefit analysis.

12, 1Ibid., pp. 152-3.
13. Refer to Chapter 3 for discussion of integrated design.
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4.25 With the experience of reviewing several major computer:
acquisition proposals, the ‘Committee was inclined to question
much of the rationale behind cost effectiveness analyses. The
Committee had found that too often cost effectiveness analyses
became theoretical exerciges, inaccurately predicting real costs
and real benefits. Each analysis became more & process of
creative accounting to provide a superficially valid decision
making mechanism,

4.26 In addition, the Committee had found cost effectiveness
analysis to be based on an old-fashioned approach of ‘functional
replacement’. However, as in the case of the ATO, the proposed
systems did more than replace existing systems. They led to new
ways and techniques of achieving corporate goals and objectives.

Conclusion and Recommendation

4.27 The Committee supports the ATO in its endeavour to
improve its use of information technology through its
re-equipment and redevelopment program. The Committee agrees with
the Department of Finance and the ATO that the ATO has no choice
but to proceed towards the development of a new computing
environment.

4.28 The Committee acknowledges that the ATO has adopted a
'conservative approach’ in justifying its proposals, however, the
Committee questions the merits of using projected staff savings
to justify the proposal. The Committee reminds the ATO that other
Commonwealth organisations have previously adopted the same
approach and then been unable to achieve their predicted
benefits.

4.29 Also the Committee notes that, as a result of its
review of other major computer acquisition proposals and the
ATO’s re-equipment and redevelopment proposal, it has developed a
healthy scepticism of the merits of cost effectiveness analysis
as a means of justifying major computer acquisition proposals,
particularly when based on projected staff savings.

4.30 The Committee concludes that:

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

4.31 The Committee recommends that:

10 the Australian Taxation Office re-evaluate the
justification for its proposed computer systems
re-equipment and redevelopment program and
identify the proposal’s potential benefits in
terms of the objectives and performance targets
defined in the Australian Taxation Office's
corporate plan.
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Performance Indicators

4.32 While the Committee was concerned with the ATO's
Jjustification of its computer system re-eguipment and
redevelopment = proposal it was also concerned to see that the ATO
made proper use of performance indicators. In particular, the
Committee was concerned that measures other than staff savings be
used to evaluate the implementation of the proposal and the
resulting new systems. Without such measures it would be
impossible to assess whether or not the proposal had improved the
ATO’s ability to achieve its corporate goals and objectives.

4,33 The Committee believed that performance indicators and
neasures were important not only to. the process of evaluation but
also to the tasks of management and control. The Committee noted
that performance: indicators were fundamental to program budgeting
which  Commonwealth  departments were in the process of
introducing.

4.34 The Committee initially sought details from the ATO as
to what productivity and performance indicators it presently
used. In response, the ATO indicated that it used a variety of
indicators. The principal indicators included:

. resource and productivity measurements as part of
the National Production Control System (NPCS)15, a
micrxo-computer based system;

. program-specific result indicators, work outputs
and workload items not embraced by the NPCS;

measurement of times and delays for handling work
from taxpayers and other external sources;

. measurement, and analyses flowing from audit work;
. project control systems to measure whether

projects were completed and whether completion
occurred on time;

. external information to assess taxpayer
compliance;
. measurement of tax collection costs and revenue by

tax type and collection system; and

. other ‘'specific studies of performance and
. productivity as required.

14. Letter to JPCPA from Commissioner of Taxation of 13 April 1987;
JPCPA File 1986/4 Part A/1/2.
15. See Appendix D.
55



4.35 In examining the issue of performance indicators the
Committee was particularly interested in comments on  the ATO’S
proposal made by the Department of Finance. The Department’s
particular concern was that there was a need to establish
suitable performance indicators before the ATO commenced its
re-equipment and redevelopment program.

4.36 The Department stated:

Whilst Finance acknowledges that benefits of the
type and magnitude claimed (by the ATO} can be
achieved for most parts of the project, it is
concerned that the criteria that will be used to
measure them be clearly established at the outset.
The Taxation Office states that the benefits that
will flow from the project have been assessed
conservatively and has also advised us that many
staff savings will be made independently of future
staffing allocations and are identifiable within
the scope of those systems detailed in the
submission ...

Finance considers that estimating the ' impact of
changes, on the scale proposed by the fTaxation
Office over the time frame of this project, will be
very generalised at best, but notes the claim that
estimates of staff savings are conservative. The
Committee will be aware that recent major
Australian Goverament computer projects have not
performed in accord with initial estimates and
problems have emerged in evaluating what, if any,
tangible benefits have resulted. Savings of the
oxrder initially proposed have on occasion proved
difficult if not impossible to realise or to
substantiate. Unless suitable measures are
established early in the project, it may quickly
become impossible to disentangle the impact of new
work, reflecting legislative changes etc, from
redevelopment work. This in turn may reduce the
opportunity for Government to determine the
allocation of resources that might be released by
the project.

Finance considers it critical that appropriate
measures or perxformance indicators for this project
and its components, in addition to those of more
general application presently being developed by
the Taxation Office as part of Program Budgeting,
be established prior to the project’s commencement.
These indicators should be agreed between the
Taxation Office and the Department.l

16. Minutes of Evidence, p. 80.
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4.37 Subsequent to the receipt of the ATO's original
submission the Committee sought details from the ATO as to what
action it had taken toward the development of productivity and
performance indicators for the conversion and redevelopment
phases of its proposal. In response, the ATO stated:

ATO has implemented a set of project management
guidelines for project estimating, scheduling and
progress monitoring based on the Method/) approach.
The basic document for the project planning and
control is the work plan, which will provide
details of estimates for individual tasks (and
sub-tasks) of the project, the dependencies between
tasks are highlighted by a network (or Precedence)
diagram. Resource regquirements in terms of
work-hours (effort) are converted into calendar
days (elapsed time) for resource allocation.
Productivity and performance of the project will be
measured by tracking the actual time spent on the
tasks, percentage of completion of the task against
the planned targets. Method/l also provides a set
of automated productivity’ tools to be used in
conjunction with NPCS to assist in regource
management and project planning and controi.l?, 18

4.38 At the public hearing of 30 April 1987 the Committee
asked the ATO what performance indicators it was proposing to use
to measure the anticipated benefits of its proposal. The ATO
advised the Committee that the use of performance indicators was
something that would develop over time. The ATO noted that in its
systems area indicators had involved measuring adherence to
timetables and that the achievement of milestones would continue
to serve as a means of measuring the proposal. However, in the
client axeas of the ATO different indicators would be established
‘not the least of which would be the staffing level
requirements’.l

4.39 The ATO further advised the Committee that the
development of the Information Systems Plan (ISP) represented a
substantial amount of work in terms of developing indicators to
measure the progress of the proposal. In particular, the 1SP
outlined specific projects to be undertaken as part of the
proposal. The ATO had also estimated resource requirements and
dates for these projects. While their estimates were the best
that could be done at this stage of the proposal, they would be
refined as the proposal proceeded.

17. Letter to JPCPA from Commissioner of Taxation of 13 April 1987;
JPCPA File 198674 Part A/1/2.

18. Method/l is a structured project management and systems
development methodology. See Appendix E for further explanation.

19, Minutes of Evidence, pp. 168-9.

20. Ibid., p. 170. 57



4.40 The ATO reiterated that it had already made use of
performance indicators. ’....in the program budgeting context ...
{and was) working with Finance key elements ...'Z2l Furthermore,
the indicators would be monitored over time to see what impaét
the re-equipment would have. However, of concern to the Committee
was the fact that some areas of the ATO would change dramatically
as a result of the proposal and consequently performance
indicators once used while the old computer environment existed
may not be useful when the new environment was available. The
Committee referred the ATO to a successful pilot project mounted
in its Melbourne Branch Office which had involved not only the
introduction of new computer equipment but also a radical change
in job design. The ATO xesponded that the productivity gains
achieved in the pilot project had been used in predicting the
benefits of the entire proposal but did not provide ang further
evidence that it had addressed the Committee’s. concern.?2

4.41 At the public hearing of 30 April 1987 the Committee
again invited the Department. of Finance to comment on the
performance indicators to be used by the ATO. The Department
stated:

We think it is critical that the {ATO0’s
performance} indicators be set before the exercise
gets too far down the track so that we can measure
performance as we move along. In fact the project
is achieving what it set out to- achieve. They do.
not Just have to  be monetary performance
indicators, ... If we expect to get a better
environment in the 0Office, better access to
information, more speedy informaticn, then this
should be laid out and we should, at the end of the
exercise, be able to look back and say: 'Under the
old system we could not get that in under two days.
Under this system we can get it in three to five
minutes, or whatever the case may be’. How
measurable that is in terms of dollars is difficult
to define but it is certainly an indicator of
whether the system improves working conditions and
the availability of information for officers to use
in their examinations and auditing routine action
and recovery procedures. We would certainly expect
each area of the project to haver some kind of
performance indicators attached to it and these
should be' delineated before we get too far down the
track.

4.42 The Committee also noted the Department’s comments that
it was trying to get all Commonwealth departments to use
performance indicators as part of program budgeting which each
department was reguired to adopt by the end of 1989, The
Department stated, and the Committee agreed, that the development
of performance indicators was sometimes a difficult task.
Nevertheless, the Committee was firmly of the view that there

21. Ibid.
22. 1bid., pp. 169-71.
23. Ibid., p. 172.
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were substantial benefits to be achieved through departments, and
the ATO, making full and proper use of performance indicators.

Conclusion and Recommendation

4.43 The Committee remains concerned that measures other
than staff savings need to be used to evaluate the implementation
of. the ATO’s re-equipment and redevelopment proposal and the
resulting new systems.

4.44 The Committee notes there is a requirement for all
Commonwealth. departments to be developing performance indicators
as part of the implementation of program budgeting. The Committee
acknowledges that the ATO is working with the Department of
Finarice in this context.

4.45 The Committee agrees with the Department of Finance
that, in addition to those performance indicators of a more
general application being developed by the ATO as part of program
budgeting, it is critical that appropriate measures or
performance indicators for the re-equipment and redevelopment
proposal and its components be established prior to the
proposal’s commencement. The Committee further agrees with the
Department. that these indicators should be agreed between the ATO
and the Department. The Committee believes that only then will
the ATO be able to demonstrate the benefits achieved through its
re-equipment and redevelopment proposal.

4.46 The Committee concludes that:

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

4.47 The Committee recommends that:

11 the Australian Taxation Office and the Department
of Finance adopt a co-ordinated and timely
approach to the specification of appropriate
performance indicators for the Australian Taxation
Office's re-equipment and redevelopment program an

24. Ibid., pp. 165-7.
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CHAPTER §
OTHER ISSUES

. Australian Industry Participation
. Australia Card
. 1885 Computer Acquisitions

Australian Industry Participation

5.1 In setting up the Committee’s original standing
reference in 1984, the then Minister for Finance, Mr Dawkins .
stated there was a need for major issues such as Australian
industry participation to be subject to independent scrutiny well
before the commitment of financial and other resources, He noted:

1 have seen projections which suggest that the
information sector is likely to become one of the
largest sectors of employment in the economy by
the turn of the century and that the computer
industzy may well be the largest in the world by
that time. Clearly in these circumstances we
should make every effort to ensure that the
Government's purchase of hardware and software

encourages gignificant Australian industry
participation,l
5.2 In its examination of the ATO's computer system

re-equipment and redevelopment proposal the Committee paid
particular attention to this ’term of reference’.

5.3 The Committee found that at the core of the ATO's
proposal was a policy, articulated in the ATO’'s strategic plan,2
to use only proven technology. Since the early 1970s, the ATO had
purchased Australian manufactured information technology costing
many millions of dollars £rom a number of suppliers. The ATO
claimed that its ‘level of satisfaction with these dealings
ranged from good, through average, to poor’ but that it remained
willing to acquire Australian products which were ‘proven’,3 that
is, ‘actually installed at sufficient sites to demonstrate
reliable operation’.4 The ATo jJustified its cautionary attitude
on the grounds that:

... being responsible for the collection of 80 per
cent of the Commonwealth's revenue, we cannot
subject that important activity to high risk. The
adoption of this policy is a factor contributing
to the minimisation of that risk.5

1. House of Representatives, Debates, Vol. 317, p. 3019.

2. Australian Taxation Office, ADP Strategic Plan, February 1986,
paragraph 1.3,2,

3. Letter to JPCPA from Commissioner of Taxation of 13 April 1987;
JPCPA File 1986/4 Part As1/2.

4. Ibid.

5. Minutes of Evidence, p. 194.

61



5.4 The ATO’s cautionary attitude was demonstrated more
than once during the course of the Committee’s review when the
Committee was told that ‘the leading edge of technology is the
brink of disaster‘.6 -

5.5 In evaluating the ATO's preference to use only proven
technology the Committee sought comment from the Department of
Industry, Technology and Commerce, the Department of Finance and
the Department of Local Government and ARdministrative Services.
The Department. of Industry, Technology and Commerce (DITAC)
stated that:

e the requirement to consider only proven
products will disadvantage lgcal industry in
meeting the tender requirements.?

However, DITAC mitigated this criticism by adding that the issue
could be addressed by itself and the Department of Local
Government and Administrative Services (DOLGAS) during their
involvement in the development of the draft Request for Tender
(RFT) and consideration of the associated tender evaluation
methodology.8 :

5.6 The Department of Finance pointed out to the Committee
that while the ATO had professed that its proposal was Seen. as
being consistent with Government policies,? there existed a
potential for conflict ‘between Government policies of
preference to Australian manufacturers and the {ATO’s} stated
intention of wusing proven technology and industry accepted
standards’ .1

5.7 The Committee noted this potential conflict. The
Committee was of the opinion that Commonwealth departments should
be more mindful of policy implications when preparing acquisition
proposals. When evaluating a similar proposal by the Department
of Defence in its submission on Project DESINE, the Committee
expressed its belief that ‘the Government’s industry and
purchasing policies do imgose some constraints on the proposed
purchasing arrangements’.l

5.8 DOLGAS also expressed reservations to the Committee
about the ATO’'s intention to use only proven products. It pointed
out that under the Government's policy of preference to local
industry, 'reasonably adaptable’ products, that is products which
may not meet a specification in a strictly technical sense, ‘may
not be excluded from consideration. This means that new local.
products cannot be excluded simply because they are not in wide
use or well established in the market’.l2

6. Ibid.
7. Ibid., p. 92.
8. Ibid., p. 93.
9. Ibid., p. 16.
10. Ibid., p. 81,
11. JPCPA, Report 254 -~ PROJECT DESINE - Proposed Computer
Acquigition by the Department of Defence, p. 42.
12. Minutes of Evidence, p. 98.
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5.9 The ATO advised the Committee that it was encouraging
Australian participation in both the re-equipment and the
redevelopment processes and that Australian industry had been
kept well informed of the broad requirements of the project. The
ATO claimed to have established the capability of Australian
industry by holding numerous discussions and by receiving formal
presentations from members of the _Australian Computer Equipment
Manufacturers Association (ACEMA),13

5.10 On the basis of its contact with local industry, the
ATO concluded:

No Australian manufacturer has the capacity to
provide the computing power needed for main
database support in a project of this size, but
their products may meet needs in areas such as
communications, workstations and office systems,l4

5.11 The Committee noted that the report of the Inglis
Inguiry recommended that departments and authorities consider
undertaking the prime contractor role for large acquisitions or
of encouraging local firms to undertake or to share in it.l5
DITAC alluded to this recommendation 3in its comments on the
proposal and expressed the view that:

«+. it is only through prime contractor status
that local industry can gain expertise in system
design management. The ATO proposed contract for
thie major computer acquisition can be seen as a
seed contract to help to develop Australian
industry in this context. We note that there are a
number of Australian companies with the necessary
skills to well position themselves to. gain prime
contractor status in such a contract as this.

5.12 DITAC went on to suggest that:

««. the ATO should allow fox the prime contractor
.+s to test Australian products to ascertain if
they are suitable for consideration ... As is the
case with Project DESINE, local  industry
involvement should be monitored over the life of
the contract once let.

13, Ibid., p. 20.

14. Ibid., p. 21.

15. Department of Industry, Technology and Commerce, Report of
Committee of Review on Gov t High hnology Purchasing
Arrangements, February 1987, p. 12,

16. Minutes of Evidence, p. 93.

17. Ibid., pp. 93-4.
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5.13 DOLGAS. also expressed an opinion on the issue of prime
contracting arrangements: . . : ’xﬁv :”
The preferred approach, which provides maximum. Ti
flexibility for ATO, as wéll 4s maximum opportinity ~-
for consideration of locally manufactured: ADP*!.
products, is for tenderers to be .encouraged  tos:
undertake joint tendering arr ts involving#”
local suppliexs. Firms which prefer to submit part
tenders should not be discouraged from doirng 8o,
but part tenderers should be made aware that as
prime contractor project management i{s  the
desirable approach, part tenderers may be asked “to
enter into_ subcontract arrangements with a prime
contractor. . N

DOLGAS added that, in the latter situation, it would ensire that

part tenderers would not be disadvantaged by contracting with a
commercial organisation instead of the Commonwealth. -

5.14 The Committee -sought comment from the ATO -at the public

hearing of 30 April 1987 as' to whether the ATO had considered
undertaking the prime contractor role or encouraging local firms
to undertake the role. The ATO responded: : : .

We have considexed a range of -options regarding the
possibilities of a prime contract relaticnship. We
have in fact formed the steering committeer for the
oversight of the eatablishment of those contracts.
In addition to members from the ‘Taxation Office, we
also have members from the Department of Local
Government and Administrative Sexrvices and the
Department of Industry, Technology and Commerce on
that steering committee. This issue has already had
some discussion. It will undoubtedly have some more
before the RFT is finally prepared and xreleased.
There is general -acceptance at this stage that we
would: be seeking a prime contract relationship from
tendexers. That, of course, means that anybody who
tenders will have the . ability ‘to respond as a
prime contractor.ld - : :

5.15 The ATO also commented:

..+ there must. be risks associated with any of the
options that we ... choose. The most relevant
criteria that we would seek regarding prime
contractors would be prior experience and evidence
thgt they have the capability to undertake such a
role. :

18. Ibid., p. 97.

19. 1bid., p. 184. B

20. Ibid. el
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- B316 - The Department of Finance advised the Committee that

the conversion component of the ATO proposal  was one area of
opportunity for major Australian participation,2l DOLGAS. also saw
this -as' ‘an.excellent .opportunity for local software developers’
and. '‘suggested there would be ‘considerable flexibility for the
industry: to propose solutions virtually unhindered by the
previoug'z;lcrategies pursued by {the} ATO to fulfil its computing
needs’ , 44 .

Conc]’.uu'ior; and Recommendation

5.17 The Committee notes the application of Australian
purchasing preference is now a standard component in all
Government ,tendering procedures. The Committee is persuaded on
the basis of evidence presented to it that the necessary
provision for Australian industry participation will be made in
the ATO’'s Request for Tender and tender evaluation and that the
ATO and ‘DOLGAS will ensure the requirements of this pdlicy are
net., .

5,18 - However, the Committee believes any department can take
a stance towards Australian industry participation that may range
from inactive acquiescence to Government wishes to forceful
pursult of Australian participation. The Committee finds that
while the ATO is not opposed to the inclusion of Australian
participation, it appears unwilling to. incur the additional costs
that. might be associated with that participation. In view of the
Government's. policies, the Committee concludes thatt

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

5.19 "The Committee recommends that:

12 . In order to comply with Government policy, the

- Australian Taxation Office must deliberately
and actively structure its Request for Tender
to favour Australian industry participation
and the extra costs it may incur should be
quantified so that the Australian Taxation
Office is not penalised for its active
support. : ' .

Australia.card

5.20 Despite the widespread interest in the Australia Card
which existed throughout the Committee’s review, the Committee
was concerned only to evaluate the importance of the Australia
Card to the ATO’s re-equipment and redevelopment proposal and
moreover, what benefits would accrue from the proposal if there
was no Australia Card.

21. ibid., p. 84.
22, Ibid., p. 98. s
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5.21 The Committee examined the ATO’s original submission
and noted that the income matching activities. of the ATO involved
substantially manual processes and that they relied heavily on
paper documents. Nevertheless, the income matching activities
had proven to be highly revenue productive. The submission
stated that in 1985-86 the ATO’s. revenue matching programs had
resulted in some 125,000 amended or original. assessments being
made. These assessments resulted in $96 million extra tax
revenue. 23

5.22 The ATO indicated in its original submission that in
assessing the benefits (ie the reduced rate of staff growth) x.:hat
would accrue in the incomer matching area, it had taken J.{ito
account the effect of the introduction of the Australia Card.?2

5.23 While the ATO Justified its re-equipment and
redevelopment proposal on the basis of staff savings, the
Committee sought details from the ATO as to the expected
increases in tax revenue that would result from the Australia
Card or an alternative taxpayer numbering system. In response,
the ATO referred the Committee to the Report of the Joint Select
Committee on an Australia Card.25,26 The revenue gains from the
Australia Card indicated by the ATO are shown in Table 5.1.

Table 5.1 Revenue gains from the introduction of the
Australia Card.

Revenue gains from the Australia Card:

(a) With photo (b) wWithout photo

Year ($mill) (smill)
1989-90 153 117
1990-91 413 322
1991-92 612 472
1992-93 724 551
1993-94 724 551

Source: Australian Taxation Office.<7

5.24 The ATO advised the Committee that gains had been
estimated from an upgraded tax f£ile numbering system of either
moderate or high integrity. The Committee noted that the
definition of a moderate or high integrity numbering system would
depend upon the degree of legislative change that occurred.

23. Minutes of Evidence, pp. 36-7.
. id. . 39.
;; ite’tge:': go JPCPA from Commissioner of Taxation of 13 April 1987;
JPCPA File 1986/4 Part A/1/2. .
26. Report of the Joint Select Committee on an Australia Caxd,
May 1986, Parliamentary Paper No., 175/1986.
27. And see: Ibid., p. 13. 66

.5.25 The ATO estimated recurring tax revenue gains of $290

million f£from a moderate integrity tax file system. However, it
was noted that ’‘there could be no certainty that the benefits of
§290 million would be maintained over time. due to ... {the
numbex’s} lessex integrity’.28

5.26 The revenue gains from a high integrity tax file
numbering system were estimated by the ATO to be similar to that
proposed for the Australia Card without a photograph (see Table
5.1).

5.27 At the public hearing of 30 April 1987 the Committee
questioned the ATO on the importance of the Australia Card to the
ATO'S re-equipment and redevelopment proposal,

5.28 The ATO reiterated that in order to use the masses of
available information in an economical way it was imperative that
the ATO have the facility of a number identifier that both the
ATO and the suppliers of the information used,29

5.29 The ATO stated:

At the moment, as you would be aware, there are a
nimber of reporting systems. As you will
appreciate, the Australia Card was a means to an
end in the sense that it was also going to support
new information reporting systems - that is ; a
whole range of different. types of income. data, and
even other transaction data, would have been
reported to us with that unique identifier. Our
comments have to be addressed to both existing
systems and- potential systems. In terms. of
existing systems, the dividend and interest
matching process that we have at the moment is our
major activity. Currently, we are only able to
match, by computer, in. the region of 60 pexr cent of
the transactions which we receive. Some of those
transactions are not matched because we do not have.
computer records for people who do not have a
liability to lodge tax returns and so there is no
way that you would ever get 100 per cent. However,
when you are talking in terms of eight million, 10
million ox 12 million transactions with a 40 per
cent unmatched xate you are talking about a lot of
data that is not matched with taxation recoxds. In
the current environment, it is a highly labour
intensive activity to process that information.

28. Letter to JPCPA from Commissioner of Taxation of 13 April 1987;
JPCPA File 1986/4 Part As1/2.
29. Minutes of Evidence, p. 175.
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Undex the sort of information processing !

environment. envisaged with Australia Caxd,
conceivably we would be looking at capturing and.
matching annually of the order of 50 to 60 million -«
transactions for the purpose of detecting evasion.
Unless you have a unigue identifier with an 7
acceptable degree of integrity, you are putting a ¢
lot of effort into gathering information. which’you ::
cannot effectively and efficiently match with
taxpayer returns. . :

5.30 The Committee questioned the ATO as to what it could do
without a high integrity numbering system. The ATO advised the
Committee that its existing matching systems were already highly
revenue productive, however, the ATO stated:

If we had nothing more than. this new equipment and
the associated systems, but we did not have the
facility of the number  used internally and
externally, (it is uncertain thats the 60 per cent
would increase very much at all.3l .

The ATO also stated:

... Our analysis says also that if you had a unigue
numbering system you could probably improve the
efficiency’ of {the matching} process by 50 or
60 per cent.

5.31 The ATO indicated that apart from the income matching
aspect, the new facilities ‘would enable {the ATO} to develop a
whole range of other applications which would assist in devising
more sophisticated methods of selecting cases for audit’.33 Even
if the ATO did not have the Australia Card, there was no doubt
that the new facilities would increase the ability to detect
avoidance.

5.32 The Committee noted: the comments of the ATO. made at the
public hearing of 30 April 1987.- It was clear to the Committee
that there were substantial benefits to be gained through the
Australia Card or some equivalent high integrity numbering
systen.

5.33 The: Committee noted that a similar level of effort
would be required to introduce a high integrity numbering system
as would be required for the Australia-Card. The Committee also
noted that to ensure the effectiveness of an alternative
numbering system there would be a need for legislative changes.
However, the ATO stated that  such changes were for the Government
and the Parliament to decide.

30. Ibid., pp. 175-6.
31. Ibid., p. 178.

32. Ibid,
33. Ibid., p. 179.
34. 1bid., pp. 180-2. . ~
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5.3’ In the esrlier part of the Committee’s review of the
AT0’s re-equipment and redevelopment proposal the Coumittee was
concexned that the ATO did not have a fallback position for the
possible situation where the Australia Caxd proposal did not
proceed. The Committee found the ATO’s Information Systems Plan
(ISP) had a clear agenda for implementing the Australia Card
gz:fg;u%s but did not document any alternative courses of

5.35 At the public hearing of 30 April 1987 ¢
the Committees o P he ATO advised

It is evident, ... from the papers ... put to the
Committee that use of a high integrity number of
one kind or another is somewhat central to a number
of the things we hope to achieve from this project.
The Australia Card proposal is, of course, a
prop 1 of gov « Its most recent rejection
was  in the Senate just a matter of days ago. ...
with things like May statements coming up, the
Government has not yet been able to address its
nind to where it goes from here, but certainly at
this stage ... {the ATO knows} of no government
decision not to proceed. In terms of a Tax Office
fall back position, ... {the} point would have to
be that, in that sense, the Australia Card
proposals are still on the table.36

5.36 The ATO provided the Committee with no ev.

had a fallback position. H ’ bseq :o théd::‘:e thatﬁ:
decision not to proceed with the Australia Caxd, the ATO advised
the Committee that it was preparing for Cabinet consideration a
proposal for the development of a high integrity numbering system
as part of its computer systems re-equipment and redevelopment
proposal. The ATO also advised the Committee that it would
prepare a cost-benefit analysis of the re-equipment and
redevelopment proposal which did not include the use of a high
integrity numbering system. This analysis would be presented to
Cabinet together with the proposal for the high integrity
numbering system.

Conclugion

5.37 The Committee notes that the matching of dividends,
interest and other income with taxpayer recoxds is a vitally
important part of the work undertaken by the ATO. The Committee
notes that while the matching programs already conducted are
highly revenue productive they involve substantial manual
processes and are heavily reliant on paper documents.

35.-'1'h;.;;levnnt part. of the ISP is reproduced as A dix P.
36. Minutes of Evidence, p. 173. P ppendix ¥
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5.38 The Committee acknowledges the ATO could: improve its
tax revenue collection if it only acquired new computer equipmen
and associated systems. f

5.39 The Committee concludes that:

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

5.40 However, the Committee notes that the planned
re~equipment is necessary for the ATO to continue its operations.

1985 Computer Acquisitions

5.41 In the course of the Committee’s review of the ATO's
re-equipment and redevelopment proposal the Committee learned of
steps the ATO had taken in 1985 to purchase additional mainframe
computing equipment from the Control Data company. The Committee
was informed that two of the four mainframes currently in
operation were being used well below their capabilities and
capacity and that therefore the need for new hardware was being
overstated. The Committee consequently sought comment from the
ATO on this matter.

5.42 The ATO disclosed that the two machines in question,
Cyber model 8508, had been acquired to:

. providé additional processor capacity needed to
meet requirements until facilities resulting from

redevelopment and re-equipment began to take over

the workload; and .

. overcome a data transfer bottleneck, primarily on
disk channels, in the then existing mainframe
configuration.

5.43 The configuration in 1984 comprised two Cyber model

730s and a model 173. The ATO decided to take steps to overcome
problems that these mainframes were having in coping with
increasing workloads. It approached Control Data, the supplier of
the Cyber models, for a solution.

5.44 In May 1985, Control Data proposed replacing. the two
model 7308 with two model 8508 running under a dual state
operating system (NOS/BE -~ NOS/VE) and supporting a database
management system (IM-DM) and programmer productivity tools.
However, the ATQ did not accept the proposal because it failed to
overcome the data transfer bottleneck problem. A revised proposal
made in July 1985 was declined on similar grounds,
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5.45 A furthe
BTSSRt OF et
. removal of the model 173;
. retention of the two model 730s;
. installation of two model 850s; and

. an operating system arrangement to ove:!
bottleneck problem. g zeome the

5.46 The ATO claimed that in succe iati ;.
aoroement 1n hant s8fully negotiating this
. considered the options;
. observed its strategic commitment
roquote; g. 23 to use proven
. acted in accordance with its strategy of

redevelopment and re-equipment;

. avoided giving the impression that the
redevelopment and re-equipment process would be
effected other than through open tender; and

. required no 'dollar increa 4 i
toduired 8e per year' funding to
5.47 The Committee then sought further information on a

number of issues which followed on from what
: the ATO
disclosed. The Committee approached not only the ATO but also :gg
ggg::g::tuof Fénan:e and the Department of Local Government and
ative exrvices (DOLGAS). The in i
e e oo™ main issues of concern to

. whether the decision to purchase additional
iqgipment was the least cost solution available;
b1

. whether correct authorisation had been obtained to
make what was in effect a transaction of a
magnitude normally requiring Cabinet approval.

5.48 After viewing material provided in confidence b
the
232&1?22351::“2 thg Depafment of Finance, the Committeg was
at no irregularity was i i
Thiipified th followed.g Yy involved in the procedures
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APPENDIX A

Extract from : House of Representatives,
Debates 1987, No. 10, p. 3790.
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3790 REPRESENTATIVES 2 Junc 1987

JOINT COMMITTIEE OF PUBLIC
ACCOUNTS

Mr PRICE (Chifley)—by leave—On behalf
of the Joint. Committee of Public Accounts, [
wish to make a brief statement in relation to the
Committee'’s revxew of the Auslrahan Taxation
Office’s, prop and
re-equipment program This review has been
conducted under the terms of the Committee’s
standing reference from Parliament to review
proposals -by Commonwealth departments and
agencies to acquire major computer facilities—
that is, facilities valued at more than $5m. The
Taxation Office’s proposed program is estimated'
to cost $693m over the next 10 years,

The Treasurer (Mr Keating) wrote to the
Committec on 18 February 1987 advising that
Cabinet had granted in-principle approval toa
major staged
and re-equipment pro;ect by the Australian Tax-
ation Office. The Treasurer requested that the
Committee consider the matter in sufficient time
to enable a request for tender to be issued in
June 1987, A submission dcalmg wnh the Taxd-
tion Office’s comp system and
re-equipment program. was forwarded to the
Committee by the Commissioner of Taxation on
27 February 1987.

The Committee’s review is involving a detailed
examination of the Taxafion Office’s proposed
program. The Committee has a number of con-
cerns which relate to lease-purchase arrange-
ments the Taxation Office entered into in 1985
to acquire additional mainframe computers, The
Commmittee notes that the Government is desir-
ous of issuing a. request for tender as soon as.
possible..

The Committee had intended to present a
report to Parliament on this review by the end
of this sitting period; however, the calling of an
election now prevents this from happening. A
report should be presented to the Parliament by
the Sixteenth Committee of Public Accounts,

75



APPENDIX B

Extract fromt australian Taxation office,
Information Systems Plan, Reviged
February 1987, gection 8.
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INFORMATION SYSTEMS PLAN ) PAGE 1

I 8. PRESENT STATUS OF SYSTEMS

8. PRESENT STATUS OF SYSTEMS

A, Organisation of Systems Grou

The Systems Group was recently reorganised into four systems
branches and one section. The ADP Computer Systems Officers (CS0) and
the Project Clerical Staff (PCS) have been integrated into application
tears in each of the new branches. and section. Annex 1 shows the
current structure of the Systems Group.

The Group has an anticipated ASL usage of 320 for the 1986/87
financial year. As of March 1987, 35¢ staff were employed, resulting
in a requirement to recruit 10 personnel. However on an estimated
average. staff turnover rate of 10.5% the number of people to be
recruited into the Group during the remainder of the finaneial year
rises to 54. Of these 54, 44 need to be recruited for systens
development/maintenance.

Annex 2 shows the average staff levels (ASL) for system
development/maintenance staff.

Annex 3 shows the number of CSO's and the shortfall at each
CSO level. The average CSO shortfall across all levels is 47.5%. This
is greater than the overall Systems Group shortfall {including CsO's:
and general clerical support staff) of 28%.

Annex 4 shows the distribution across CSO levels of the 34 €SO
staff who left the Group in 1985.

B. Computer Hardware

Annex 6 indicates the current total capacity of ATO's computer
bardware. Annex 7 and 8 shows the number and type of terminals in each
office and dgscrihes_the‘tunctions e#ach type can perform.

The ATO has two central sites which house mainframe
computers. The main site has two machines, and is shown
diagramatically ‘in Apnex 9. MFC is a Cyber 730 dual processor with
2.62 MB of main memory and 20 peripheral processors supporting 24
channels. It has 5.14 MB of extended memory, which is



INFORMATION SYSTEMS PLAN PAGE 2

[ 8. PRESENT STATUS OF SYSTEMS

chanpel-accessed, but is substantially faster than disk. MFC has 472
B of demountable disks, 5496 MB on. 8 fixed drives and 3 6250BPI tape
drives. MFC shares 944 X3 on 4 democuntable disks and 26106 MB on 38
fixed disks, with MFF. The two machines also share a high speed line
printer. MFF is a Cyber 850 single processor with 20.48 MB of main
menory and 20 peripheral processors supporting 24 channels. FFF has
472 ¥B of demountable disks, 5496 MB on 8§ fixed drives and 4 6250BPI
tape drives in addition to those it shares with MFC. The two machines
are linked by a hyperchannel which also has a landline and a microwave
link to the hyperchannel at the second site.

The second site also has two machines, and itz shown
diagramaticaily in Annex 10. NFD is a Cyber 730 dual processor with
2.6 MB of pain memory and 20 peripheral processors supporting 24
channels. It has 472. MB on 2 demountable disks and 5496 ¥B on 8 fixed
drives. MFD also has 5.12 MB of extended memory and 3 6250BPI tape
drives. It shares a further 944 MB on 4 demountable disks and 26106 MB
on 38 fixed drives, with MFE. MFE is a Cyber 850 single processor with
20.48 MB of nmain memory and 20 peripheral processors supporting 24
channels. It also has its own 472 MB demountable and 5496 ¥B of fixed
disks. It bhas 4 6250BPI drives and a 1600BPI tape drive. Both
machines share a high speed line printer.

A1l machines at both sites are connected to Tax-Net. This is
a national X.25 network which will enable any terminal on the network
to access any of the mainframes and the local set of rinicomputers.

MFD  currently supports 116 online enguiry terminals
nationally, on direct 1lines. Data entry and the file marking system
rup on tercinals connected to the branch office miniconputers. Data is
stored on disk on the minicomputers for transmission after close of
business. Any of the 269 file marking ternminals can also be used to
make an online file marking enquiry to MFD. Additionally, each branch
office can use up to 20 Time Office Computers {TOC) microcomputers, on
an CEthernet Local Area Network, for PPS online enquiries. These are
multiplexed within the ELAN onto 2 Cyber lines per office which
currently connect directly to HFC.

Of the 73.9 GB of disk storage, 13.6% is used for the
Operating Systenm. The remaining 63.8 G3 is used for permanent master
file storage or tenporary files such as the traasaction files for the
batch updates. The percentage utilisation of this 63.8 GB varies from
48% to 81%, depending on the system, with an overall utilisation of
75%.

The Systems Group also has 24,000 24005t reels of tape.
Except for some old data holdings at 1600BPI, most are phase enzoded at
62508PI, giving a total capacity of about 2532GB. The major use of
these tapes 1s backup of master files for recovery and audit purposes.
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of its data stored on tape rather than disk. Six years of data are
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backup. This leaves 3,377 tapes holding about 356.25 GB. of live data.
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Approximately 0.5 GB of archived NTS data is currently stored
on tape. Another use of tapes is for sending: large one~off priat runs
to branch offices or, ocrasionally, update print-runs if a transmission
line has failed.

Branch Offices

Three types of hardware are used in the branch offices; Prime
and Honeywell minicomputers, and Ethernet Local Area Networks (ELAN) on
TOC microcomputers.

The nunbers of each type of minicomputer in each branch office
are tabulated in Annex 1l1. An overview of the ATO communications
network, as at June 86, is depicted inm Amnex 12. A hardware diagran
for a représentative branch office is shown in Annex 13. Sydney was
chosen as it has one of the more complex arrangements.

To supplement the numbers of Honeywell H316's, CMAD 202's are
used in some branches. Both of these minicomputers will be referved to
as Honeywells in this report.

Thg Honeywells were used to run the Direct Data Eatry (DDE)}
system, vwhich handled data entry for all mainframe systen except PPS.

EPS' uses TOC 5008 and 6000 series microcomputers in an ELAN for data
entry,

DDE has been moved from the Honeywells to a new ergonomically
dgsigned series of TOC nicrocomputers, the 6000 series. Only some
minor functions remain on the Honeywells. The. main. one being the
transmission of data collected by the Olivetti cash receipting
terminals. This will be tdken over by the Primes when the Olivetti -
Prime link has been established. The Honeywells ars therefore due to
be de-commissioned by end February 1987. Simultaneously with the
removal of -the Honeywells, the Primes are being upgraded to handle
communication functions previously handled by the Honeywells.

c. Computer Software

The Systems Group supports local enhancements and urgent
corrections to a range of Cyber systems software including the NOS/BE
operating system, Cyber Record Manager softvare, various compilers, and
system utilities such as the sort package.

) The Systems Group is also responsible for the development and
maintenance of all major National Office and Branch Office application
software systems.
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There are currently 9 major mainframe systems, divided into ‘19
subsystems, comprising Jjust over 1.1 =million lines of COBOL in 491
programs; 83.5 thousand 1lines of FORTRAN, BASIC and PASCAL in 254
programs; and 12.5 thousand lines of Cyber assembler (COMPASS} in 22

programs and utility subroutines. In addition to the 1.1 million lines

of COBOL batch programs, there are also 19.5 thousand lines in 12
enline  programs, mainly COBOL , (90%) with FORTRAN subroutines.
Additionally the Systems Group maintains. TXI0, a locally developed
indexed sequential file package for the major application system, which
is highly machine and application optimised, using FORTRAN and
COMPASS.

The Systems Group's responsibility for applications systems on
minicomputers and microcomputers includes the followznq.

- Direct Data Entry (DDE) on TOC microcomputers.

- File marking and file location online enquiries (FLOE) on
the Primes.

- The communincation package TARDIS/PC on the Primes.

- Various small applications on the Primes, such as the
Superfund calculation programs.

~ Several applications on the TOC ELAN, such as edits
developed under the Taxation Interactive Data Entry
(TIDE) system and PPS online enquiries.

- Cash receipting programs currently on Olivetti cash
registers.

Annex 14 shows the size of mainfranme application systems,
including the lines of Cyber Control Langauge (CCL) set up to run each
system. " Annex 15 shows similar information for minicomputer/
microcomputer application systems. These mainly run in branch offices,
with the TFreedom of Information (FOI) system being the only
minicomputer system, run in National Office (maintained by the Systems
Group). The Finder registry file marking system also runs on the
National Office Primes, but is not maintained by the Systems Group.

Anpex 16 shows the amount of maintanance occuring in each
system. It illustrates that most of the existing systems are 15-20
years old and have been re-implemented, when the implementation of the
current system took place in 1974/75. They therefore require extensive
continuous maintenance. Approximately 2400 Programming Systen Request
(PSR) are processed each year. They reguire about 10,000 days per vear
of maintenance activitvy to_ resolve thenm. At an average internal
personnel cost of $36 per hour, maintenance is presently costing-$2.5
million per year. It has been determined that existing systems should
be redesigned/implemented to reduce the annual cost of maintenance,
address current user requirements and take full advantage of the latest
technology.
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Annex 17 provides an overview of the transaction volumes
presently being processed by the existing application systems.

The following descriptions. provide an overview of each
application system:

1. National Taxpayer System (NTS)

A random access NTS master file is maintained at the central
computer installation and is accessed throughout the day by on~line
enqyiry and on~line inter-office transfer transactions from Branch and
Regional offices. The master file is updated once daily by batch
processing. Individual taxpayer records contain identification,
assessment, lodgment, accounting, file location, control and
statistical information.

The update of the master file is the major computer run in the
systen, Edited transactions received from Branch Offices and NTS
master file records are input to the run.

The update run performs the following major operations:-

. Records lodgment of individual, company, partnership,
trust, superannuation funds income tax returns, sales tax
and other miscellaneous taxes/duties returns as
appropriate.

. Updates taxpayer identification information, such as,
changes of name and/or address, tax agent numbers and
dates of birth and notatioms.

. Calculates taxable income in computer assisted
assessments and generates adjustment advices or querzes
in appropriate cases for subsequent printing.

. Calculates tax medicare levy, and where appropriate, -
provisional tax, penalties for late and irregular
returns, and interest on overpaid tax related to provious
obJectlon/s for all types and years of income tax

t ts, and notices of
var1at1on af provisional tax processed by the system.

. Performs all arithmetic required to complete assessments
and include in such calculations amounts of provisional
tax credit, prescribed payments credit, interest payable
and company instalments of tax to be allowed as credit in
assessments -and previous account balances.

. Identified frém the appropriate taxpayer computer file
‘Tecord,
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. -Génerates notices of -assesment lnd»ritund*ché(hesu,,‘ .

. Updates &master <file records with account postings
azsessnent history, actount review information,
statistical information, assessing information including
details of provisional tax raised, average details, and
company’ instalméent details, loss information if anmy can
be adjusted in the “"carry-forward™ assessing' information
portion of the record, and details of involvement in tax,
avoidance schemes. .

. Writes original group certificate and tax stamp sheet.
details for subsequent processing in the PAYE system.

. Records account transfers, actouht variations ~and
payement details.

. Generates transactions for suhbsequent processing such as
statistics, Tax Agent Sub-System update, control account
update and Assessing information system update.

. Records details of the locations of manual files on
appropriate master file records.

. Generates transactions in response to batch processing
requests for information wmaintained on master file
records.

. Completes the tansfer of taxpayer records between the
files of Branch Offices,

. Exercises control over the actioning of correspondence
received in the office.

Following the update, subsequent processing at the central
installation. is aimed at minimising the amount of .processing to be
periormed once transactions are transmitted by a leased line network to
Branch Offices for primting.

Print transactions are sorted into print files, according to
type, for transmission to .Branch Offices. Acquittance registers for
the control of subsequent manval px ing.. of as: t notices,
cheques- and. other advices for issue to taxpayers are generated and
transmitted to Branch Offices. for printing. .

ALl pr;nt transactions are converted, to line inages and
transmitted by leased line to Branch -Offices. As:refund cheques are
printed off 1line, cheque details are transeitted to Branch Offices. A
magnetic tape of cheque issues, and cancellations including cheque
numbers, is then prepared for the Department of Finance.
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There are a number of different pericdically run reviews in
the NtS. The major functions of the reviews are to:

(i) perforn account reconciliations between control accounts
and components of file records.

(id) perform debt collection activities such as final demand
for payments, referral to recovery, recovery review
reports.

(iii) " Output of control lists and analyses of lodged unissued

returns, unresolved requests for amendment and current
year retuns.

(iv) Output of control lists and analyses of not lodged retums
and produce final demands for lodgement..

{n) Bulk issue of company instalment notices.

{vi) Print and/or delete file location details of paper files.
(vid) Output of listings and analyses of taxpayers involved in
tax avoidance schemes.
(viii) Monitor ed correspond .
2. The PAYE System
The PAYE System has been designed to carry out the following
tasks:

(i) To maintain a2 full up-to-date record im respect of each
group employer, defaulting stamps employer and. post
office. To  achieve this, details relating to
registration, accounting, group certificates and tax
stamp books issued and returned, together with other
relevant data are maintained on each computer record.

(id) Using this record, to reconcile the amount of tax

instalment deduction credit to be allowed in assessments
to the value of tax instalment deductions remitted to the
Australian Taxation Office by employers; this
veconciliation dis achieved through the provision of a
Credit File on which original tokens and duplicates are
matched. The duplicates are in turn matched to the value
of remittances using the group employer/defaulting
stamps/post office file.
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'to rqqulat;y rqvicv‘ tho state o£ eaployers :ccounts,
,pl:tiq\lhrly .in relation to the allocation and return of
) onery and the paynent of outsundmw tax instalgent
. dcductxnn: hy omployers.

vy To. provide opt:en “facilities whereby particular functions
can be performed as desired eg. production of demands or
. . listings of .group employer records - ‘exhibiting
. - characteristics such as large debits, outstanding qrnyp
. cut:’.‘ticlus ete, | [IERSEC

‘.M

(v) 'ro provxde information which will enable management not

enly to be aware of the current state of processing in

relation to work objectives. but also to plan for

cont;nqenc;es. . SLoa

The above descnpnon covers: both the Update and Review

processing. Update processing is carried out &aily while Revxew
proccss:.nq is undertaken on 2 weekly basis.

3. Tax agents Sub-System

The Tax Agents Sub-System (TASS) is based on a separate
national file and is designed to maintain a record of every registered
tax agent and to produce periodic reports on any -agent's lodgment
progress as well as management information relating to the performance
of agents.generally..

St Bach: ayent's. computer record includes. details of name and
addreéss; referenece number, lodgment programme type, and a table
-indicating lodgment performance for the current year and prior year. A
separate client look up file is maintained which contains for each
agent the NTS f£ile .reference nuibers of all the agent's cllents ie.,
paintaining'a link :between the NTS and TASS.

There is a two way flow of informatiuq between TASS and NTS.

(i) Any "bulk” TASS input transaction. (ie. extension of tize
for lodgment, change of agent's nadée nnd/or address, or
change of tax agent nunmber) generate separate
tnns:cnozzs, in the appropriate qas;mces. for each
» T« "lient of the agent in order that h. and every client
affected will have their NTS master ¥ile

with latest information.

$ile record updated
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(ii) Conversely any transaction imput. to the NTS which can
affect the Tax Aqent master file (TAF) eg.. change of tax
agent number on &-client record mnnmq ‘that details of
clients in the TASS has to change, ‘or chana in lodgment
status of a. tax agent client will: genentc a transaction
or series of transactzens to update ‘relevant records on
Ced o the AR :

o NTS and TASS transactions are input to duly updates. Each
agent's lodgment performance is determiped from the NTS lodgment
recording porcess. New or old clients can be added -to or deleted from
the index of the agent's clients. Agent's lodgment performance tables
an ad;usted accordingly. EE

. Tax agents’ lodgment performance is monitored by the TASS
review. This is run weekly during the period end of October to the end
of June. Each review produces a control list of those agents who have
failed to achieve their lodgnent programmme and for, internal use only,
an - individual performance report for each agent on microfiche. 'The
control list is used for zmanual follow-up action by members of the Tax
Agent Liaison Centre. Critical review periods are the end of October,
end of November and end of December. Performance reports generated
from the reviews at these times are forwarded to agents for their
perusal. .

4. Statistics Systenm. . . . -

The statistics system tabulates the data processed in .sach:
edition of the Nation Taxpayer System (NTS). The cumulative tabular
data are maintained on computer files that are used to.periodically
produce a variety of statistical reports. The system also maintaingr-a
file contruning a record for each aassessment ty;e, t;annetion
processed in the NTS. . : ;..,,‘

The major categories of statistics availahle‘ from; the syltn
are -

(1) NTS performance monitoring statistics which mclude -

‘l‘ransac:mn Volunes . B
- Ertor statlstzcs .
. Lodgment recorded and debit statistics
Statistical tables for evaluation .

the operation of
. ,cpgputerrassuted assessing.

(ii) Publication statistics represented by -

Statistics for the Commissioner's Annual Report and the
supplément to that report covering Taxation Statistics.

Tabulated statistics for individual taxpayers and

partnerships and trusts for publication by the Australian
Bureau of Statistics.
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(iii) ATO Revenue Analysis Branch statistics which are produced
for purposes such as Budgetary estinates of revenue and
the costing of proposals for legislation changes.,

{iv) Enforcement activity monitoring -

Statistics are produced which aré used to monitor the
performance of investigation and audit enforcement
programs.
) Special computer programs -
Statistical tables and lists of assessments are produced
vhen required by ATO National Office or any of the 3ranch
off:_r.ces. This information is taken from the separats
period to date file of assessing type records.
5, Lav Enforcement Systens

There are currently six computer based systems designed to
support direct enforcement activity, viz:

{a)
(b)
{e)
{4)
{e)

(f)

Dividend and Interést Check Systen

Husband and WVife Check System

Field Audit System

Distribution Advice Matching Systen

Dividend and Interest, Spouse Rebate Cross-Check Systex,
and

Valuer General System

These enforcement systems operate independently of each other
and are dependent on statistical data generated via the NTS, The
systems are described separately below.,

~ Dividend and Interest Check Systen

Providgs the means of comparing the quantum of income received
by taxpayers in the forz of dividends, interest, rents, luzp sun
bayments, unenployment benefits and other earnings as disclosed in

income  tax

institutions.

returns  with similar infarmation advised by paying

Inforzation is obtained from a considerable number of paving

institutions

involved in a broad spectrum of financial zctivities. In

order to min@misg the input resources required institutions using
computing facilities are encouraged to supply Payment details on
magnetic tape in acceptable form.

a8
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All  payment transactions keyed in Branch Offices are
transferred to the central installation where, after amalgamation with
data received on magnetic tape ang, a number of other preprocessing
Steps, * a matching process is effected utilising assessment data
extracted from the NTS files. The system is run on a national basis
and  accordingly the matching process can .be  successfully effected
regardless of the State of origin of the paying institution or the
location of the Branch Office handling the taxpayer's affairs. The,
hecking of discrepancies is undertaken in Branch Offices and has

proved to be highly cost effective.
~ Husband and Wife Check System

. A system for matching the returns of married taxpayers with a
“ieir to detecting invalid clains and/or rebates has also been in
‘Operation since the early seventies. The. Ppresent system is designed to
‘detect false or inaccurate rebate claims. In relevant vears, the
systen also serves to validate deductions for housing load interest and
medical expenses and levies for health insurance.

Twice each year around Pebruary and August the system is run
to match the current vear assessment data of married taxpayers, In the
main, the system is directed at checking the validity of claims for
“spouse™ rebate. As the level of this rebate can be affected by the
income of the spouse, the system attempts to match the return of the
taxpayer and the spouse and caleulate the correct rebate entitlement on
the basis of the information available. The checking of discrepancies
is undertaken in Branch Offices and has proved to be highly cost
effective,

~ Field Audit System

Initial systems development involved the creation of a
computer based file for each Branch Office consisting of business
{non-corporate). taxpayers and containing one year's assessment data
{i.e. for 1977) and the production of a number of financiilly~oriented
analysés from which selection criteria could be derived {e.g. net/total
business incone ratios, gross profit rates, stock turnover rates and
investment allowance claims). A screening program was developed to
identify taxpayers meeting specified criteria.

‘In. 1979, the system was podified to produce analyses on a
regional basis in order to facilitate the framing of more precise
selection criteria. A computer file of company records was also
established and the total system then encompassed 2.2m records. Since
1979, the. -system has continued to be improved with further andiyses and
selection criteria. - In 1980, the screening program was extended - for
Gases selected, the prior year's. assessment data was-included and’
various year-to-year analyses provided.
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~ Distribution Advice Matching System .

In 2id-1979: a computer-based matching system was intruducod ‘to
check distributions disclosed in main returns (partnersh;ps and trusts)
with amounts disclosed in subsidiary returns (i.e. returns of partnérs
and beneficiaries). The system entails the input of partnership and
trust  distribution details to enable matching agaikst individual
assessment records. ‘Returns lodged in sets (i.e, where main'and
subsidiary returns are lodged together) are excluded from this
processing.

- Dividend and Interest, Spousz Rebate Cross-Check Systen

This system is run after both ‘the Dividend and Interest Check
System, and the Husband and Wife Check System. It uses the Dividend
and Interest transactions that were not matched in the Dividend and
Interest system and the Married males records that did not natch
against Married females in the Husband and Wife Systenm.

The Dividend and Interest transactions are run against the
Married males file seeking to match aqainst the taxpayer's surname and
his spouse's initials. If a match is made, the amount of the spouse
rebate claimed is check agairst the amount of spouse income found. The
detailed checking, of discrepancies identified is undertakenm in Branch
Offices and has proved to be highly cost effective.

=~ Valuer General Systenm

The Valuer General System at the moment only uses information
received from the Queensland Valuer General. The information supplied
is of details of property bought and sold in the last three calendar
years for vacant land anéd the 1last two calendar years for improved

land. The vendor name and the profit are extracted from the details
provided and the data sorted to bring together .all resales by the same
vendor. The resales details are then printed in the Branch .Office and

checked for disclosure against the taxpayer's return.

6. The Prescribed Payments Systenm {PPS)

The prescrxbed payments systed. covers deduction of tax at the

source from certain payments. for work as prescribed by lavw. The new

system  applies to payments for work outside the pay-as-you-earn
system. Responsibilities for deduction £roc payments lies with all
individuals, companies, partnerships, trusts, governments, authorities
and o'qan~satxons making prescribed payments.
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A deduction form completed in part by the perscn receiving a
prescribed payment - the payee - and the person making the payment -
the. paver - provides a record of the gross amount of the payment and
the tax, if any, deducted. On' a monthly basis the "payer" forwards to
the ATO the tax deducted together with the original of the deduction
form. The duplicate copy of the completed deduction form is returned
to. the payee for inclusion in the payee's income tax return. Credit
for tax deducted is allowed in the payee's assessment for income tax.

The computer system has been designed to maintain, on disc, a
full and up-to-date record in respect of both payers and payees
involved in the system.

T Revenue Analysis °

The Revenue Analysis Branch (RAB) provides estinates to the
Treasury on the expected amount of tax to be collected and on the
anticipated effects on revenue of alterations in the taxation
legislation. To do this they conduct specific surveys, for exanple the
confidential business survey. Also they maintain taxpayer nodels based
on data sampled from the National Taxpayer System.

The RAB system consists of programs to extract data from NTS
and the Statistics system, to enter survey data, and various
statistical analysis programs to examine the data.

Many of these lnalyses are carried out on micro-computers, ISM
PC's or compatible. This is to provide greater interactive flexibility
and to avoid processing delays on the mainframes..

8. Internal Audit

The Internal Audit branch monitors the efficiency of office
operations and ensures that operational procedures and standards are
observed.

The Internal Audit application system deals mainly with
examining the internal consistency of NTS files to ensure that branch
office wusage and NTS update programs have preserved various integrity
constraints.

9. Manpower Planning

The madjor data collections for this system are the National
Productivity Control System (NPCS) anhd the Field Audit Reporting
Systen. NPCS. collects resource usage and production achievement data
for each functional area in the Branch Offices.
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These figures are used by the Branch Offices to allocate their
available mandays per year to the various functional areas to achieve
their performance targets. The Forvard Staff Estimate model also uses
this data, for example to plan the staffing vhen the Newcastle office
was opened.

The Manpower Analysis section have also been involved.in
supplying data for corporate planning, and in linear regression
analysis of data from the Statistics systen.

D. Inventory of Master Files

Annex 18 describes the files for the 9 major mainframe systems
together with the average growth rate for each system.

In total, there are approximately 307 files requiring about
25GB of disk storage and 163GB of magnetic tape storage. On average,
the files have been growing at an annual rate of 9%.

E. Svstems Development Standards and Methods

Systems Development Methodology

Method/1 has been selected as the System Group's system
development methodology. Presently, it is being phased ip as training
builds the required level of expertise. Also various Method/l
automated packages, executing on stand-alone microcomputers, are
assisting ATO project managers and system analysts to implement
systems.

Analysis/Design Techniques

Vithin tbe Method/1 methodology, structured analysis, desigm,
and programning are used. The methodology also supports the Group's
DeMarco/Yourdon approach. to structured analysis and design. This is
used both for new systems development and for maintenance where
appropriate.

Current Program Maintenance/Developzent Techniques

Programping System Requests (PSR) require correction of a

defect detected in a system. Unless the size of changes required for
any PSR is large enough to give to a DPO for keying, the changes are
developed by the relevant officer using one -of two available
character-based editors. Changes have to be developed in, or converted
to, UPDATE line deletion, line replacenent, and line insertion cormand
format. Full screen editors have been evaluated and have been
introduced into the Group since late 1986.
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. For systems maintenance, "the UPDATE version. tag on a source
line contains a referepce to the Request for Program Change (RPC) form
vwhich authorised the change. The RPC form, as well as showing the
originator, the reviewer, and the officer who authorised the charige,
alsc has a brief description of the reason for the change, often
containing a reference to a task or subject file with more detail.

. For new systems development, programs are -yritten -odt on
coding " sheets to be keyed by a Data ‘Punch Operator (DPO). Each 'mew
program is set up in the form of an UPDATE program module for
incorporating it into an existing or new source library.

Present Standards

There are a number of minor standards for the presentation of
various types of diagrams. The major programs in NTS have COBOL

.stylistic standards, mainly to do with data descriptions. Beyond this

there are few Group-wide standards. Instead, most application teams
apply their own standards to programs under their control.

The creation and usage of Group-wide standards is becoming
necessary with the continuing influx of programmers inexperienced with
present systems. A project under the control of the Quality Assurance

Unit has commenced the task of compilation/creation of appropriate
standards for the Group.

E. Training for Svystems Group Persomnel

A high turnover of staff and an expansion of the Systenms. Group
has resulted in a loss of experienced staff and a high proportion of
inexperienced staff in the Group.

Training methods are being put in place to ensure that each
officer receives adequate training in skills for their present postion
as well as development for progression in the Group, and- in .the ATO 4n
general, All persons in a mznagerial or supervisory role are to becohe
involved in training as well as specially trained education unit. staff.

Competency models for each C50 and project clerical level are
being established for staff to measure their current abilities against,
both in their present postion and with a view to promotion. An
individual education program will be set up for every member of the
Group by the education unit in consultation with the officer and.the
officer's supervisor, . o

Présently, training courses in five different classes of skiil
requirements are being established to augment on-the-job training.

The main theme of training for the first half of 1987 will be
to build expertise in the use of Method/1, the ATO's systenms
development methodology.
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F7 8. PRESENT STATUS OF SYSTEMS

G. Systems Group Skills Survey Results

During. May-June 1986, a skills survey was conducted within the
Systems Group to determine the level of detailed business and technical
knowledge of personnel within the Systems Group. It was distributed to
all design, programming and user-liaison staff in each of the four
branches of the Systems Group. Production comtrol and operating statf,
and clerical support staff were omitted since the survey was mainly
concerned with requirements needed for future systems development and
maintenance. Approximately 180 questionnaires were distributed and
approximately 80 resp were pri sad

The survey Tesults will be used, to plan future training and
education programs, orientate the Group's recruiting program, and to
meet future system development requirements. In summary, the survey
result highlighted. the need for training and acquistion of skills in
key areas such as data base management systems, fourth generation
development tools and techniques, telecommunications design, and online
systems implementation.
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- AUSTRALIAN TAXATION OFFICE
SYSTEMS. GROVP

Averaze Staff Levels for Systems'“Development/Mamtenance

Thln"‘) B2 on

400 o
300 i
IR Project
200 - B csd ]
Personnel . LTI A
Total Atrrition
100 4 n
- * Estimates only
0
* Actual Occupants
Assumprions ;
e The number of Project Clenca.l Staff’ remz.med cansxant berween
‘1984 and-1985. .
o The rate of personnel atrition:for Projest Clerical Staﬁ‘ is lower than
for C8O's., . . o e

1

o Thereisa lustory of 2 high percentage of . szaff auition (about
22%-26% per year) within CSO ranks available for systems
developraent and maintenance. .

o A major.recruiting/hiring progmn is being mplcmemed 10 address
staff shortages.

© ‘Thers is a need for an extensive mung/onentauon program to
replace lost skills. .

o There is a need to analyse why personnel atwition is so high and
address the resultant issues,
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Personnel

AUSTRALIAN TAXATION OFFICE
SYSTEMS GROUP'

CSO's Availabie for Systéms'bevelopmendMaintenance

Cso1 €s02  *C503 CS04 CSOs
(As at July 36)

QObservation :
e ‘l'ha'exsaconnstentshonfallofpersonnelu:heCSOkv 1s becar
the ATO's difficulty ¢ ose of

(a) anractin, ba.se CSO's and CS0's(CS0O 3
bt ggcssnde specialist s( 3's) and

© The hiring program must recruit personnel at all- CS0 levels,
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AUSTRALIAN TAXATION GFFICE
~ SYSTEMS GROUP

CSso Per;onnel Attrition. % (1\.985) )

4 wi v,
CSOs
csos 3%
12%
Cs01
€503 5%
15% X
AT o008
v
‘( *
X, .
b4
cso2
35%

Obscrvanons
“There is a high mobility at the CSO1 & CSO2 levels.

o Thereisarapid reduction in.arition as years of experience
.. axe gained.

o The hiring program is recruiting more heavily atthe CSOl level,

to offset expected losses.
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AUSTRALIAN TAXATION OFFICE
SYSTEMS GROUP

Systems. Dévelopment/Main'téﬁénce' Staff Hiring 86/87

Staff | Saff | Vacandes | Esamated | 'Number
Atrrition. |Short Fall Promations | ToBe
AtPeak | AtPeak } Recruited
Levels | Levels }
@ { B §=ath)y (@ (e=cd)
Cso1 17 61 7% L -10 88
Cs02 16 § 22 38 10 28
CSO3 7 14 21 5 16
CSO4 6 13 19 5 14
CSO5 1 3 ‘ 4 2 2
Total al mwl 1w 12 148
Peak level for CSO Staff =208 ASL =148
. for Project Clerical Suff = 78 ‘kSL= 68

If we assurge that the anrition of Project Clerical staff is approx 2/3
of the CSO atrition percentage , and that promotions are primarily
internal especially at the higher levels and account for 60% of vacancies.

Project clerical attriion = (2/3 of 24%) of 78 = 15% of 78 =12
ShortFall =18
Promotions = 60% of (12+18) = 18

Project clerical recruitment required = (12+18-18) = 12/

Systems d D i i quired = 148+12 = 160
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CpPU
Mainframe
Minicomputer

DISKS
Mainframe

Minicomputer

Microcomputer

TERMINALS
Dumb
Microcomputers.
- Networked'
- Data Entry Terminals
- Daia Entry Controllers
~ Stand alone

PRINTERS
High Speed
Low Speed

MAG TAPES
{(National Office Only)

OFFICE AUTOMATION
Number of Vendors
Number of WP Workstations

Australisn Taxation Office.

TOTAL HARDWARE EXHIBIT

QUANTITY

4
59
116
138
416
650
855
489

174
m

32

279

TOTAL SIZE

462 Mb
964 M

73.9 Gb
6.19 Gb
12.5 Gb

40000 Lincw/min
50000 Lineas

2532 Gb

WP & Stand alone micros

® includes 1 graphics siation in Forms Comtrol’

160

Current Termmal Usage

L

Seetheusochted‘uble for the numbers of each type of terminal in each branch office.. . |

~FUNCTIONS SUPPORTED

1. Enquiry to Central Systems

- Prescribed Payment System (PPS)
currently any 20 of an office’s TOC 5000 series microcomputers can be used

for FPS online enquiries

« National Taxpayer System (NTS)

-meWysemmuconnectedmmeCybercandoanNrSonhneenqmm

- the Prime terminals can do only NTS online file marking enquiries

»

. Data Entry for Central Sysmms

- l;ze ‘TOC 6000 series microcomputers can do all Central System data entry apart

from PPS

- the Prime terminals are also used for keying NTS file marking wansactions
- the TOC 5000 series microcomputer ELAN handles all PPS data enry

w

.. Distributed Real Time Update

'ﬂanmemuucompumwuhTOCanmﬂsandmeTOCSOOOmes

mlcrocompuzers in PPS are used 1o do real time updates to local systems when not
in use for online enquiries. [BM PC's and NCR and Ericsson IBM-compatibles are
nsedforlaulspradsheewxdpasomldm:pphunons

G0



232
418
174
459
€63

62

3
255
456
509
279
271

44
108

9
2
10
k 1}

4@

2

2
16
40

[1]
12
[

1t
163 2824

ictoria

v

Pesth  Sydney Townsville NonhTOTAL

4
4
4
12
16
2
6
10
1
9

6
32
69

113
3

29
6t
90
iz0
32
27
18
403

16
3t
14
42

56
19
29

€0

29
17

3

8
27
12
36

48
18
20

a
n
16

3
166 220

6
20
19
30

40

2
1
1n

27
it

3

il
12%

26
59
23
4

21
23
54
17
318

8
12
16
16
32
95

Hobart Mell

National
75
25
3
13
191
456

Adclakic Albury Brishanc Canbesma Chatswood Dandenong  Office

4

15
40
19
38

8
26
15

59

8
15
24
2
10
10
26

Australian Taxation Office - Current Termiaals Janusry 1987
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"
“
72
3

1
39
1]

10.
256

7
12

st

10
32
12
43
ki
17
12
217

TOTAL

Terminals ¢
NOTE:

Total 6000°s
Tatal 5000's

Cyber

TOC 6600

TOC 6100

TOC 5800

TOC 5700

TOC 5600

TOC 5100

Stand alonc micro
Networked Micro

Prime
Cash Reccipting

ANNEX 3

G

CONTROL
DATA

CYBER 170-730 CYBER 1803850

SINGLE CPU; 2048K0W
20 PPUS; 24 CHANNELS
SERIAL NUMBES. 373

DUAL CPU; 202K0OW
20 PPUR; 24 CHANNELS
SERIAL NUMEBER 407

AUSTRALAN TAXATION OFFICE

i : |

! m LOGICAL CONFIGURATION
| Rl a8
| o PARKES INSTALATION
nﬂﬂ" DN 1E Mt
- ) [ sl o rasr - T
PO alivh b ordfiy H
LBTL H-[
T AT i
il Lert g g
I I
- L~
[

715532 Junet33 T185-12 @

T185~12

Ty T

W tovzanr B tasame T L s
s Ll e
" : s | Lgwers

e [ rzap | vavas i i A,

e e U 2 ey N AN
eraan i tevim s [ v Y
1Ay HEAHE
sexaist

()

. 1021432

L\m:uu)
i
I ExTeNDED
COAE ST0
g

HE

t_l; mm:‘;
N

S12K0W

¢ Numbes of terminals networked to cach site for Tax Reccipling




ANNEX 11.
Australian Taxttion Off

Minicomputer Configuration

' MFD

CYSER 170-73¢¢ CYBER 180850 ‘ PRIME . HONEYWELL
) o Office Quantity Type Quantity Type
“ouAL CoUsawIEDW SINGLE CPU; 204ax0w -1 P :
B 2 PPl 24 CHANNELS 4 Adelaide . ey 2 mis
PR - v
Albury 2 250 2 H316
Brisbane. 2 2655 2 H316
Canberra 2 250 1 H316
Chatswood .2 250
Dandenong 2 250 1 316
‘ ) National Office 1 250 1 H316
' i : 1 550 1 CMAD 202
U ;o 1 750
AUSTRALAN TAZATION OFFICE A . Hobart 2 250 1 H316
L0GICAL CONRGURATION ' ) Melbourne . 2 9%65S 1 316
. . - 2 CMAD 202
. -t ) Newcastie 2 250 2 H316
oEu WSTAUATON 1 Pamamam 1 2% : e
——— NI 1 550 1 202‘
Petth 1 750 2 H316
1 550
Sydney 2 9655 2 H316
. 2 CMAD 202
Townsville 2 250 1 H316
Victoria North 1 250 2 H316
1 550
;  TOTAL 31 27
‘l.{uum e . E B
3..m:m vt | N
saet [ areaise | = : .
| uu.ux‘H [ :‘_@
iV AMD = VPAMT X
L rripe o AN :
T L veram [ veram i
r21-0 '
§
—— I\ //j
h a1 L " % A
—— AL HET EXTENDED
SENICONDUCTOR
MEKORY
oo
q—m s12xow
D ) 108
104 o B _
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INFORMATION SYSTEMS PLAN feace 1 ‘

F. FUTURE SYSTEMS PROJECT DESCRIPTIONS

9. FUTURE SYSTEMS PROJECT DESCRIPTIONS -~

OVERVIEW OF FUTURE APPLICATIONS ENVIRONMENT ~

The Australian Taxation Office intends to re-equip its offices

with nodern computer facilities and provide the best opportunities to
take advantage of new technology in future as it becomes available thus
improving the overall efficiency of the Office and enabling it to best

respond

will pr

{a}

{b)
(e)

(d)

(e)

(£}

to ‘Government initiatives.

The ATO intends to acquire new hardware and software which
ovide for:

the timely processing of tax refurns in an increasingly
complex and growing workload environment;

rationalisation of taxpayer identification;

a2 single image of each taxpayer and taxpayer liability across
all Branches of the Office and all types of tax;

modern facilities in all Branches allowing appropriate online
real time access to tax payer information and tax data;

a well integrated office and corporate svstems environment
which minimises the complexity of interfacing to corporate and
local data and processing, and which onaximises' office
productivity, timeliness and availability of relevant ATO
data;

a computer processing envirenment which will epable the ATO to

veadily take advantage of future developments in information,
data processing, networking and office systems technology:
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INFORMATION SYSTEMS PLAN PAGE 2 l

9. FUTURE SYSTEMS PROJECT DESCRIPTIONS. !

(g) a modern systems development and maintenence environment to
maxinise productivity and responsiveness in the development
and maintenence of computer systems;

(b} a processing environment which meximises end user access to
corporate. data whilst maintaining appropriate response times
and the ability to process, in batch and online, large volumes
of update transactions. -

The environment must guarantee integrity of the corporate data
models across all processing environments required to maintain the data
and processing volumes of the ATO.

The cobporate data processing environment must be a 'single
systen image' capable of supporting simultaneously thousands of users.
operating in a variety of modes on the whole body of the corporate data
base. This number of users is expected to generate ultimately up to 120
transactions per second once the systems, detailed in Sections SA to
9D, have been developed.

The overall environment must be capable of achieving security
and integrity of data in all its forms from the corporate store through
the network to local processing nodes.

Additional. hardware and software will be agquired over time to
conplemant or replace existing facilities when it is required to
support new applications coming on strean or changes or growth in
existing systeas,

Whilst corporate data is expected to be disseminated through
the network to local processors (including personal computers), it is

not anticipated that 'processed' data will be returned to the corporate
data base.

It is essential that online processes be capable of operating
on the same data as batch processes concurrently. Thus it is essentia)
that software is capable of controlling the environment with ful)
integrity protection. The applications, data base and transaction
processing envircnments must be capable of self synchronisation where a
fault occurs requiring the backout of any incomplete task.

The software developed for strategic applications will be used
frequently and used concurrently by many users. The object code
generated by the applications data base and systems softvare must be
re-usable and re-entrant.
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9. FUTURE SYSTEMS PROJECT DESCRIPTIONS

Ia order to achieve the above goals the ATO intends:

Bt to convert the application systems contained in Sections 9A

through 9E to the nev technological environment as quickly as
possible with a minimum of change to application
functionality; and

(i) in. parallel with conversion, redevelop and develop new systems
from scratch which take full advantage of the new technology.

The aims for conversion are specifically:

(i) enable the ATO information systess to process in the new
environment producing the same ouputs (from the same network
and other inputs) as the existing parallel systems running on
the Contzol Data equipment;

(ii) assuming the .Data. 3ase Management System (DEMS) option is
selected, a DBMS structure will beé used for each of the master
files used by each information systenm;

(iii)} provide limited nev functionality which will allow -

(a) online taxpayer identification;

(b} generation of overnight queries and reposts at the work
face rather tha via data entry (DDE}. Output reports to
be printed at a local nominated work place printer;

(¢) some downloading capability of curreat corporate data
which is being rekeyed from host generatad reports into
m=iczo computers; ‘

{d) improved support for public enquiries regarding status of
returns ete;

{é) the ATO to rapidly change existing systams of create
additicnal systems by use of an improved development
environzent.

Redevelopnent and development of nev systeas will occur in

'plrll'lo'l with conversions. It is intended to migrate Irom the convertsd

environment to the. nevw developed environment. The aias of migration
are:

{4 to allov phased implennutibn of new systexs and sub systeas

without disruption to services,

(i) to provide a framework for the integration of systems.
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The redeveloped environment will enable the ATO to respend

more quickly to change and within resource constraints imposed by the
Government. The elements of such an environmenf are:

(1)

(i4)

(iid)

A painframe database environment providing -

(a) a common taxpayer identification systan for all tax
collections (income tax, PAYE, BPS, FBT ete) using either
Australia card or a taxation number systen;

(b) cross referencing of taxpayers where significant
associations occur;

{c} comprehensive taxpayer profiles, including extensive
returns,  assessment, accounting, ‘status and personal
information. Such information will be recorded and
accessed as structured data and unstructured texs;

(d) taxpayer profiles for all levies will be acaessable,

(¢) minimal uovement of paper filas 2s a result of widespread
access to comprehensive data holdings;

(£) greatly dimproved facilities for nmanagement reporting,
control and exception reporting.

Enhanced data capture facilities:

(a) wminimising the amount of Xeying required for the capture
of taxation data via electronic lodgement of tax agent
prepared returns and use of character recognition
equipment; -

(b} allewing electronic funds transfer to replace the need to
use cash receipting equipment in the collection of taxes;

e) alloving extensive receipt of income data from financial
institutions and other organisations on electronic media.

Office wide availability of workstation terminals to
individual officers and groups of officers linked as required

to the main tax data bases, external data bases and local
processing for:

(a) data entry frowm individual terminals for appfopriate low
volume transactions; st

(b} data emtry fror pooled terminals for high ~wvolume
transactions not received on electronic media: -
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(¢} online editing of data;
{d) online updating as required;
{s) widespread online access to the main taxpayer data bases;

(f) online access to taxpayer data and requisition of
hardeopy file information;

(3) online access to tax rulings and other technical
information. contained or internal and external data
bases;

(k) word processing facilities for preparation of original
standard letters, reports and legal processes;

{i) standalone applications such as local data analysis.
project management, managenent reporting etc processing a
combination of local and corporate data;

(3) procossi;q Branch office applications including personnel
and regource management, assets control, financial
Ranagement, etc.;

(k) facilities for office tasks such as docunen? and
information distribution, document filing and retrieval,
connection to telex and facsimile services;

(1} use of 'expert systems’' for audit, case selection and
case analysis:

(n) automation of the despatch of computer ouput including
pre-identified returns, together with.autolatxon of the
receipt, recording of lodgement and sorting of returns.

Automation of the despatch of computer output and receipt of
returns.

(a) Maximiging the use of pre-identified returns; and
(b} Envelope opening, extraction and presorting (by
recognition of forms) of return types.

The work that the ATO Systems Group intends to undertake in

the next five years has been clazsified according to whether the work
unit is an ongoing activity or & "once only" project. Furthernore ghe
projects have been classified according to the financial year in which
the project commences. The classifications are:
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A Projects Commencing July ‘1”6: to June 15!7" : T T appenprx b

» | Projects Conmencing July 1987 to dunei isaz‘t

¢’ Projects con.n;ing_duly 1988 to June issé } National Production Coritrol System (NPCS)

H] Projects commencing' July 1989 to June 1990 " “Extract from: Lettér to Secretary, JPCPA,

from Commissioner of Taxation
z Continuing Sy:tglt Group Actii:f.rti'o‘: : dated 13 April 1987.
A
B
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ESTION 44.

Please provide details of the Nationa) Productivity
Control System (NECS).

ANSWER : The National Production Control System is a
micro-computer based system which enables the planning and
monitoring of resources and workloads. Its features are focused
at a functional area level in that nearly all NPCS plans and
reports are presented on this basis. In essence, it requirxes the
input, by functional area, of resource usage and workload plans
at the beginning of a financial year and provides, at
predetermined frequencies, monitoring against these plans by the
production of a number of reports.

The planning and reporting levels in NPCS are based on a
hierarchical structure of work activities, At the lower end are
"Work Units" representing a base level of work activity which
enable counts of units of work and/or staff days to be planned
and monitored. Work Units provide the basis for preparation of
functional axea Annual Plans and, after the input of actual data,
enable monitoring through Achievement Reports against these
plans.

By amalgamating a number of like work units anothe level
of planning and monitoring is formed. This level, called "Work
Processes", allows average resource usage to be planned and
monitored against broader work groupings which are designed to
reflect office priorities as far as resource usage is concerned.
In this regard, NPCS provides facilities to prepare functional
area Resource Utilisation Plans based on four weekly periods and
provides related reporting, in the for of Resource Utilisation
Variation Reports.

The top level of this hierarchy is represented by
"Programs". These have been determined in the context of the
governments’ Program Budgeting initiative. Work processes are
capable of being linked with NPCS to the various programs and, as
such, NPCS will provide the lower level support structure for
Program Budgeting.

In terms of operation, RPCS is a stand alone system in
all ATO Branch Offices. It is being implemented in the National
Office and is scheduled for operation from 1 July 1987. The
system in each office presently comprises two networked TOC 5600
terminals which store all files, run updates and produce
reports. Because of the large volume of transactions involved,
keying of actual achievement data is arranged through the Direct
Data Entry facility. A new feature termed Screen Manipulation,
will enable planning data to be manipulated on a terminal screen
and, once Annual Plans have been cast in this manner, will
automatically prepare a Resource Utilisation Plan from the Annual
Plan.
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APPENDIX E

Description of METHOD/1
Extract from: Letter to Secretary, JPCPA,

from Commissioner of Taxation
dated 13 April 1987.
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42.1
What {s METHOD/1?

ANSWER : Method/l (M/1) is a structured project management and
systems development methodology designed to assist organisations
to produce high quality ADP systems on time and within budget.

A methedology assists in the determination of what,
when, why, and how work should be done. It organises all the
necessary activities into phases, segments, tasks and work steps,
and details the output in terms of deliverables.

M/1 is supported by a number of automated productivity
tools which are designed to assist in the application of the
methodology.

Estimate/l (E/1) is a system which simplifies the task
of estimating the work effort of any project that follows a basic
M/l work program.

Using standarxd estimating factors, E/1 automatically
generates a total project estimate complete with work day
estimates at both detail and summary levels.

Track/l (T/1) is an automated time control and reporting
system which assists project managers with the administration and
control of a project. It simplifies the development of a work
program, and the control of program updates. It tracks time
spent by project team members and monitors their performance. It
can also produce periodic project status reports.

Change/i (C/1) is a change management system to assist
in the monitoring and control of change requests, It processes
change requests from the time a request is identified until a1l
appropriate action is completed.

Design/l (D/1) is an integrated set of software tools
that automates system design tasks and techniques. This tool
significantly improves the quality of the design and the
productivity of the designer, while at the same time it reduces
the total time spent on system development.
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UESTION 42.2 -

Please provide explanatory dets .of how  .system
is used by the ATO.

ANSWER_: Project. Hanagement Guidelines {PMG) specifying the
application of Method/l (M/1) as the Systems Development .
Methodology (SDM) were promulgated in July 86 and revi.sed early
this year and re-issued.

Project Management. workshops designed to train aenior
staff on the use and application of M/l were held in:-October - '
1986. These workshops identified areas of the PMG’s, which
required "fine tuning” ‘to reflect 'the Commissioners requirement
that. all ADP System Development projects use. the M/1 SDM.

Whilst the PMG’'s are oriented towards the development of

computerised information systems, the specifi¢ project. mnagement:‘ .

principles and. techniques contained therein are equally
applicable to non-computer projects.

The PMG’'S specify -the minimum acceptable use of M/1, and

clearly outline the responsibilities and involvement of the '
Management Advisory Committee (MAC), Project Steering Committee

(PSC), Project Manager (PM), QA Rev:.ewex:, QA Unit. and the Project.

Administration Unit.

Briefly, the appl‘ication of M/1 withih the ATO, :L's that
projects will commence with a Preject Initiation Request (PIR) °
identifying a requirement for an ADP system. .If the MAC approves
the PIR, an officer will be identified to produce a Project
Initiation Brief (PIB) which describes and documents the project
as initially envisaged in terms of its size, stope, complexity,
risks and priority. The M/1 procedures will enable estifiates of
resources required to meet the time scale planned té facil:.tate &
MAC decision for the project to proceed.

Continuance of the project depends updn satisfactory
completion of the current phase, a plan and time scale for- the
subsequent phase, and endorsement from the Quality Assuram:e
Reviewer.

UESTION 42.3

How will METHOD/1 be used in the re-development program?

ANSWER : ATO policy supported by the Project Management Guidelines state
that all ADP systems development: projects will use the Method/l Systems
Development methodology as a tool for all development work undertaken

within the office.
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Extract from: Australian Taxation Office,
Information Systems Plan, Revised
February 1987, Section 9a, pp. 57-60.
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. 9A.  FUTURE SYSTEMS PRodrcy DESCRIFTIONS

AUSTRALIA CARD

ZQ!EOlQ

Australia cayd i3 - being introduced in order to facilitate
positive identification of taxpayers,

The  extent of reporting of transactions frop financial
institutions will be Jidcreased, and with the high level of matching
atforded by the use of the Australia card nusber, compliance functions
¥ill become pore effective. 111 fysteas in the ATO. should become more
effective due to the isproveq accuracy’ of taxpayer identification,
Better identifiqation of taxpayers and  enhanced compliance function
will help combat ‘tax svasion..

The purpose of this Project is to pake the systen changes to
3upport. the use of Australia Card.

Rey Users

Compliance officers and  auditors will use the information
reported on prescribed transactions.

M1 officers who Usé the Name/Address index or oOn-line
enquiries will yse the enhanced accuracy of identification, ang the
access to the new identification data base.

The chairperson of the Project Steering Comnitte will e the
responsible Second Comnissionen, or bis nominee.

Broject scope

The.  "Australia Cird" system, ig the original systen as
Proposed by the Government, which would be adninistered by the Health
Insurance Commissian, The E.I.¢. plans to comdence the issue of
Austialis Card by July 1987, anq complete the task by July 1989,
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SX. [FUTURE SYSTEMS PROJECT DESCRIPTIONS:

AUSTRALIA CARD

Critical dates for the Australia Card system are:

July 1988 - Communication with E.I.C. data base established via 109
on-line enquiry terminals.
July 1983 = All references to Individual taxpayer records will be
by Australia Card number.
- Details of prescribed transactions reported under
Australia Card number.

Rt the time of writing, implementation of this project isf
4 upon ge of 1legislation through the Pulinent.’ The
scope of the project for the Australia Card systea is to:

. Zoable On-line Enquiries to H.I.C.!'s Australia Card data base
for the identification of Taxpayers

. Allow the identification of individual records within all ATO
systems using the Australia Card aumber -

. Allow access to details of prescribed financial transactions
reported under Australia Card nuxber for use by compliance
systems.

Systen Interface Reguirements

The major interface for the Australia Card system will be the.
oev compliance system, and the communications systems required to
receive the reports of prescribed trapsactions. The other areas
affected are the On-line enquiry system and the Index systea.

The Australia Card proposal involves a new nuabering system
for Individual records, so all ATO systems which hold records of
Individuals will De axffected. These include NTS, PAYE, PPS, Lav
Enforcement and the TS Statistics sub systea.

Systesz Development roach
Communication with the H.I.C. database will require setting up

lines and terainals to their equipment. The major work will be done by
B.I.C. peorle with assistance from 2 analysts from the ATO.
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AUSTRALIA ‘CARD

Renunbering of Tax TFiles is a considerable task, involving
rewriting of all I/@ routines to allaw for an extra character in the
(packed) £ilé number, Since the format of the file nuaber will need to
be changed as systems. are converted to nev equipment it is considered
nore ecomomical to do this task once only as a phased effort with
Te<equipment. In order to be able to refer to all Individual records
using' Australia Card number, (both for input of enquiries or reports of
préscribed trahsactions, and as output in printed reports, response to
enquiries ete.) it will be necessary to create an internediate "LOOKUP"
file and, associated access routines to intercept all input and output
streams dnd chaige Dbetween Australia Card number and Tax File Number.
Since "d “lookup file of this type would be required for « transitionary
period. even if immédiateé renumbering was. considered, this approach
sesns to be uost reascnable for both effort and timing to fit in with
re-equipment. No new development tools are required,

The development and implementation of the Australia card
project will be undertaken in accordance with the Preliminary Systeas
Design and Systems Iastallation phases of Method/1, Exhibits 17 and 18
describe the tasks and deliverables for each of these phases..

Economic Evaluation

Costs:

Staff Costs: v

1386/87
€S04 x. 219 days
€s03. x 219 days
Clerk Class 9 x 195 days
Clerk Class 7 x 105 days

1987/88
Cso4 X 2106 days
cso3 - x 210 days:
Clerk Class 9 x 21¢ days.
€502 - x 42¢ days
Clerk Class 7 x 218 days
csol X 420 days.

1988/89

As per 1987/88
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[ '9A. FUTURE. SYSTENS PROJECT DESCRIPTIONS.

AUSTRALIA CARD

Rardvare Costs;

. : s -
Terminals and: lines to M.I.C. e 300,000 -
Naintenance (2 Yrs ¢.550004) . 160,000 e

Development BRardware: .

4 Tersinals $20,009

10: Mb. disc space. §: 1,000
1 Micro system $10, 800
! 5 L,.O
31,000
1,540,955
oA—
Benefits: ’

s;nincut increases in sut! vould be requznd if this
system were act. automated.

Resource Reguirements
Hardware - 100 terminals and 1lines to E.I.C.'s Australia
Card data base.
- 200 Kb disc_ space for "LOOKUP" file to convert,
from AC numbers. to File nuabers.

Personnel Requirements:

Total R No. of Systems
Task Number of  Start End. Elapsed Group
Description Workdays Date Date Tine Fersonnel

*Preliminary System

Design:

. 1986787 630 Jul. Jun 12 3

. 1987/88 420 Jul Jun 12 2

System Installation:

- 1987/88 1260 Jul Jun 12 H
1988/89 1269 Jul Jun 12. 6

* Jgsumed to be approximately 30% of tota.l workdays
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