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Auditor General’s Overview 

The right to privacy is one of our most cherished democratic and community values. The extent 
to which the public sector protects, or is seen to protect, the individual‘s right to privacy can 
affect community confidence in, and support for, our system of government. 

The first item in this report addresses the issue of protecting the right to privacy in the digital 
age. 

Digital technology has tremendous potential to enhance the free flow of information and 
improve organisational efficiency. As such it can significantly enhance the way in which we are 
governed and the way government operates. Some of that potential has already been realised and 
a good deal of time, money and effort is being put into extending those benefits. 

While most people recognise this potential, and welcome it, they are still concerned about 
protecting their right to privacy. 

In a paper-based environment there were obvious physical limitations to the public sector‘s 
ability to monitor, collect, store, manipulate and share information. Technology has removed 
most of those limitations. In so doing it has created a very real risk of compromising the right to 
individual privacy. In this environment the public has a right to reassurance that government is 
addressing this risk. 

In this report I disclose the findings from an audit that asked the question —How adequate are 
current policies, procedures and controls at the agency level to ensure the security of personal 
information in databases?“. The age of dot.gov may still be dawning but there are things the 
public sector can do now to address this issue. 

The other two items in this report examine the need to ensure that the public sector is fully 
realising the benefits of the assets it owns. These assets are owned on behalf of the community 
and the total value is measured in billions of dollars. The community has a right to expect the 
public sector to manage this huge investment efficiently and effectively. 

Assets are a resource paid for by the community to be used by agencies in delivering services to 
the community. The effectiveness of assets, therefore, needs to be evaluated regularly. This can 
be a very onerous task for agencies with assets such as buildings that may have been acquired a 
long time ago, be spread over the entire State and have a relatively low value individually, but 
the task is nonetheless important as the case study on the Department of Community 
Development‘s network of Family Centres shows. The case study also shows that improved 
systems for recording information, particularly financial information, are needed if this task is 
to be carried out efficiently. 

The initial acquisition of assets is also an area that requires careful management in order that 
maximum benefits are realised. Where the assets are in an intangible form, such as intellectual 
property (IP), the ”acquisition‘ phase has very unique challenges because, unlike most other 
types of property, its value is only realised when the IP is traded in the marketplace. 

Such property is most commonly derived from research and development. As well as funding 
others to carry out R&D, the public sector carries out much of its own and has a duty to protect 
the community‘s investment in the knowledge and experience generated from this activity. As 
the case study on Management of Intellectual Property by the Department of Agriculture shows, 
this involves clearly articulating and justifying the approach taken to commercialisation. 
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Control, Compliance and 
Accountability Audits 

Management of Confidential Personal 
Information in Government Electronic 
Databases 

Overview 

ò	 Agencies are still developing an appreciation of the need to fully incorporate privacy related 
risks when establishing and maintaining information system security. Improvements required 
to meet good practice standards include: 

ü undertaking risk assessments in relation to the personal information held; 

ü	 implementing appropriate logging and monitoring of access made to personal data, 
including by ”super users‘ such as Database Administrators; and 

ü ensuring that personal information is wiped from obsolete equipment. 

ò	 All five agencies were collecting personal information lawfully and for purposes related to 
their function. 

ò	 Four of the five audited agencies were disclosing personal information to contractors and 
outsource companies without having fully managed the associated privacy risks. 

ò	 None of the agencies had procedures in place that make well known to individuals their 
capacity to access and correct records about themselves. 

Background 
Western Australian Government agencies gather and maintain large amounts of personal and 
sensitive information about private individuals. Some of the information is gathered under 
legislative authority though most is gathered out of administrative need. 

Personal information is considered to be information, whether true or not that identifies an 
individual. Sensitive information is private details about an identified individual. Such personal 
and sensitive information can include name, photograph, age, residential address, phone 
numbers, e-mail address, ethnicity, occupation, tax file numbers, next of kin, religion, criminal 
records, educational achievements, health records (including contagious diseases or drug 
dependency), financial details and name of employer. 

There is a clear public assumption that personal information provided to public sector agencies 
is given and received in confidence. There is also a public expectation that personal information 
will only be used for purposes relating to the functions of the agency to which it was provided. 
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CONTROL, COMPLIANCE AND ACCOUNTABILITY AUDITS 

Management of Confidential Personal Information in Government Electronic Databases

(continued)


Therefore, agencies have a ”Duty of Care‘ to individuals to ensure that personal information is 
properly secured to prevent unauthorised disclosure and to ensure that it is only used for those 
purposes approved by the person to whom it relates. 

Government agencies are increasingly maintaining personal information in electronic format to 
facilitate high-speed access and system wide analysis. Readily affordable computer power now 
means that all agencies have the capacity to gather and rapidly and systematically sort, analyse 
and maintain complex personal data sets. 

The existence of these personal information databases creates significant security risks for the 
database owners and for individuals. Whilst computers facilitate the establishment and functional 
use of such databases, they also provide the means for unauthorised access, alteration or theft of 
the information. 

Increasingly, the risk of unauthorised access to government databases is coming from the 
Internet1. However, the greatest risk is still thought to be from staff within an agency and from 
staff of outsource companies and contracted service providers. 

Western Australian (WA) Government agencies unlike the Commonwealth and some other 
States2, have no privacy legislation to provide regulatory guidance in relation to the collection, 
retention and security of personal information3. Nevertheless, some guidance and direction is 
available. These include, generally accepted good practice in the form of the Information Privacy 
Principles (IPPs) that apply to Commonwealth agencies under the Privacy Act 1988, the Freedom 
of Information (FOI) Act 1992, the State Records Act 2000 and the WA Government Public 
Sector Code of Ethics. 

What is the Potential Risk? 
Poor management of personal information held by government agencies could lead to: 

ò	 agencies breaching their ”Duty of Care‘ as a consequence of personal and sensitive 
information being accessed by unauthorised persons and used for improper purposes; and 

ò	 inaccurate and unreliable information being held and as a consequence, wrong decisions 
being made. 

What Did We Do? 
The key objective of the audit was to establish whether adequate information system security 
existed over personal information held in agency databases. Assessment covered key aspects of 
information system security other than unauthorised Internet access as this was the subject of a 
government wide audit that was reported to Parliament in September 2001. 

The audit also sought to assess whether agencies had adopted appropriate practices for managing 
the privacy rights of individuals from whom information was collected. 

1 Refer Auditor General‘s report to Parliament - September 2001. 
2	 Commonwealth œ Privacy Act 1988, NSW œ the Privacy and Personal Information Protection Act 1998 and Victoria œ the 

Information Privacy Act 2000. 
3 The WA Government has made a commitment to introducing Privacy Legislation, possibly before the end of 2002. 
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Specific operational areas within five public sector agencies were examined. The selected 
areas/agencies were: 

ò	 the Communicable Disease Control Branch of the Department of Health (DOH) œ patient 
details; 

ò the Department for Community Development (DCD) œ client details; 

ò the public rental area of the Department of Housing and Works4 (Housing) œ tenant details; 

ò the Government Employees Superannuation Board (GESB) œ member details; and 

ò the South East Metropolitan College of TAFE (SEMC) œ student details. 

What Did We Find? 

Information System Security 

A person whose personal information is held by a government agency has a right to expect that 
the information will be held securely and that access to the information is only permitted for 
legitimate purposes. To deliver on this expectation, agencies need to determine the appropriate 
level of security for all types of data, including personal data, and to then apply suitable 
restrictions on access to the data. Good practice5 is considered to involve organisations 
undertaking the following: 

ò	 risk assessment œ identifying the security risks to personal information held by the 
organisation and the consequences of a breach of security. Some relevant risk factors are: 

ü the sensitivity of the personal information the organisation holds; 

ü	 the harm that is likely to result to people and the organisation if there is a breach of 
security; and 

ü how the organisation stores, processes and transmits the personal information. 

ò	 security policy œ developing policy that implements measures, practices and procedures to 
reduce the identified risks to security; and 

ò	 monitor and review œ monitoring compliance with the security policy, periodic assessments 
of new security risks and the adequacy of existing security measures. 

Risk Assessments 

In order to build an adequate security framework that incorporates privacy risks, an agency must 
first identify what confidential personal data it holds, its sensitivity, who should have access to 
the information and what resources and controls should be applied to securing the data. For 
example, an agency might conclude that a client‘s credit history was more confidential and 
warranted higher security than a clients phone number. Refer Table 1 of an example of a possible 
security profile of personal data held by an agency. 

4 The legal name is the State Housing Commission. 
5 Refer to Information Privacy Principle 4 œ Data Security. 
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CONTROL, COMPLIANCE AND ACCOUNTABILITY AUDITS 

Management of Confidential Personal Information in Government Electronic Databases

(continued)


Data type Degree of Security Monitor 
Sensitivity 

Update Read-only 
Access Access 

Client name confidential medium yes yes 

Client’s gender low low no no 

Client number low low yes no 

Client’s phone number confidential medium yes yes 

Client’s address confidential high yes yes 

Client’s next of kin confidential medium yes yes 

Client’s employer low low yes no 

Client’s tax file number highly confidential high yes yes 

Clients bank account details highly confidential high yes yes 

Client’s credit history highly confidential high yes yes 

Grading 

Security grading :

Low œ General access allowed. Logging and monitoring of access at the discretion of security coordinator.


(Include a list of approved user groups for this level). 
Medium œ Limited access to data. Continuous logging and periodic monitoring of access. (Include a list of 

approved user groups for this level). 
High œ Restricted access to data. Continuous logging and regular monitoring of access. (Include a list of 

approved user groups for this level). 

Table 1: Example of a possible security profile of personal data held by an agency. 

None of the agencies could provide evidence that they had identified the personal information 
they hold or, that they had specifically assessed the risk factors relating to the personal 
information held. Rather, the agencies had given staff or contractors access to personal data on 
the basis of business process need. The Communicable Diseases Control Branch, whilst not 
formally assessing privacy risks, had nevertheless implemented procedures to limit the access of 
some users to the records of clients whose regional location matched that of the user. 

In assessing a staff member or contractor‘s need to access data from only a business perspective, 
agencies are unlikely to properly weigh up the relative job needs of the user against the 
confidentiality risks arising from giving the user access to personal data. As a consequence, 
agencies risk giving users access to personal information when an infrequent or marginal job 
requirement exists. Moreover, agencies are assuming that authorised users will only access 
personal information for legitimate purposes. This is not always the case as evidenced by recent 
investigations by the Western Australian Police Service into alleged inappropriate access and 
disclosure by a public servant of a former police officer‘s home address. 
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Security Policy 

An effective security policy addresses the risks identified in the risk assessment by implementing 
appropriate security practices and procedures. Because the agencies had not undertaken privacy 
related assessments, only a general evaluation of controls was undertaken rather than a review 
aimed specifically at whether the controls in place match the identified risks: 

ò	 Physical access controls œ these controls at all five agencies were found to be generally 
suitable. They included limitations on access to office premises and in particular, computer 
rooms housing the servers containing personal data. 

ò	 Logical access controls œ all agencies had appropriate controls and procedures in place so 
that only authorised users could obtain access to the computer applications and databases that 
Audit understood contained personal data. These logical access controls included password 
and user administration at network, application and database levels. 

ò	 Agency controls over production and test data œ security weaknesses were found in the way 
two of the audited agencies managed copies of electronic files containing personal data. 
These files had been copied for program development and testing purposes by programmers 
and selected users. However, the agencies had not applied the same level of access control to 
the copied files as applied to the production copies or alternatively, had not scrambled or 
modified the data to maintain confidentiality. 

ò	 Agency controls over their disposal of obsolete and/or redundant equipment œ agencies are 
constantly in the process of upgrading hardware and then disposing of redundant equipment. 
Consequently, policies and procedures are needed to ensure data is removed from hardware 
prior to its disposal. Whilst all agencies had high-level procedures that required obsolete 
equipment to be decommissioned, only DCD was able to demonstrate that appropriate 
procedures were being followed for the removal of data. 

Monitoring and Review of Access to Personal Data 

The monitoring and review of employee access to personal data enables the custodian of the data 
(the agency) to determine who is accessing the database, when, how often and whether such 
access is appropriate. To enable monitoring and review to occur, agencies must ”log‘ the details 
of the access. 

The logging and monitoring of user access is both an investigative control as well as a deterrent 
to inappropriate access by agency employees and as such, is essential to adequately securing 
confidential personal information. 

However, not all data requires all access to be logged. As a consequence of risk assessments, 
agencies may determine that access to some data only needs to be logged when the data is 
changed. Other more confidential data may require all types of access including read, change and 
delete to be logged. 
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CONTROL, COMPLIANCE AND ACCOUNTABILITY AUDITS 

Management of Confidential Personal Information in Government Electronic Databases

(continued)


The audit found that whilst all the agencies have taken reasonable steps to ensure access to their 
information systems is only granted to authorised users, the risk of inappropriate access to 
confidential personal data by both staff and contractors has been overlooked. None of the 
agencies logged and monitored read-only access by their employees and therefore were not in a 
position to determine if records containing personal data were being accessed for unauthorised 
or inappropriate purposes. 

The reasons given by agencies for not monitoring read-only access included cost, having no 
statutory obligation to do so and to having older system applications and architectures that were 
not designed to include read-only logging of transactions. By not monitoring read-only access, 
agencies risk failing to meet their ”Duty of Care‘ obligations as custodians of personal data. 

Access by ‘Super Users’ 

Most computer environments provide up to four levels of security over access to data. These are, 
network security, application security, database security and operating system security. Access to 
data at each level of security must be appropriately defined and monitored. General users will 
gain access to data through the application security. However, all Information Systems have a 
number of ”super users‘ who, by the nature of their work, have the ability to access data outside 
of the application controls. Such users might include a System Administrator, Database 
Administrator (DBA), Computer Operator or Business Analyst. For example, a DBA may access 
data directly through the database program, bypassing the application security. Given the risk this 
type of user poses, agencies should be logging and monitoring data access by these users where 
technically feasible and justifiable on a risk basis. 

Whilst four agencies had the facility to monitor the update access of powerful system users, none 
of the agencies had assessed the need to do so. Moreover, none of the agencies had developed a 
procedure to monitor or log read-only access to sensitive data by this type of user. This is a 
significant risk given the access these users have to powerful report writing tools and utilities 
capable of rapidly interrogating large amounts of data. 

Individual Rights 

Policy and Awareness 

Although Western Australian State Government agencies are not currently required by law to 
have a Privacy Policy, it is nevertheless accepted good practice to have key privacy principles 
incorporated into agency policies. By adopting such principles, agencies make an important 
statement to their staff and the public about the ethical values and required behaviour of their 
agency. Adoption of appropriate privacy policies is a first step to towards an agency ensuring that 
it avoids committing a breach of its ”Duty of Care‘. 
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All five agencies have various policy and procedural documents that deal generally with privacy 
and confidentiality issues, with Housing in particular having a comprehensive policy. Key 
principles missing from the policies of other agencies were that; individuals be made aware of 
the purpose for which the information has been collected and that they be advised of the name 
of any other body for which it is usual practice to pass on that information. 

Opportunity to improve the awareness of the policies amongst both clients and staff was found 
at all five agencies. Although some of the material is on some agencies‘ web site and most 
material will be made available if requested, overall there is insufficient promotion and exposure 
given to the policies to ensure that agency staff and clients/customers are fully aware of their 
respective obligations and rights. 

In response to these findings, the audited agencies have responded positively. GESB for example 
has updated its privacy policy and published the policy on its web site whilst Housing advised 
that it commenced an awareness campaign in October 2002. 

Information Collection and Use 

A long-standing privacy principle is that agencies only collect personal information directly 
related and necessary to a function of the collecting agency. 

The audit found that all five agencies only collected personal information related to the functions 
of their agencies, though in some instances, information is sought that is not essential to their 
function. For example, Housing asks rental applicants to advise them of their need for an 
interpreter, their country of birth/first language and when they arrived in Australia. Whilst such 
information is not needed for the provision of suitable housing, it can assist in the provision of a 
higher level of service and provides Housing with statistical information about the demographic 
make-up of their clients. However, Housing does not disclose on the application form the 
purpose for collecting this information or that the information is confidential. 

Another important collection related principle is that information should not be collected 
unlawfully or unfairly. The audit found no instances of where the audited agencies collected 
information unlawfully, though it could be argued that DCD collects some information outside 
of what ordinarily would be considered procedural fairness. 

In dealing with ”Child Maltreatment Allegations‘, DCD will seek information from a variety of 
sources about individuals named in the allegations. These individuals may not be advised or 
aware that this information has been collected or the source of the information. Moreover, in 
some instances the information collected may be inaccurate and therefore potentially harmful to 
individuals concerned. The collection of this information however is not inconsistent with a 
general privacy principle that acknowledges that in some instances, the greater public interest 
will outweigh individual privacy rights. Significantly also, the collecting of the information is not 
inconsistent with the Child Welfare Act 1947 which authorises the Director General of DCD to 
undertake such action as is reasonably necessary to protect the welfare of a child. 
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CONTROL, COMPLIANCE AND ACCOUNTABILITY AUDITS 

Management of Confidential Personal Information in Government Electronic Databases

(continued)


A third important collection principle is that where information is collected directly from 
individuals, the individuals should be made aware of the purpose for which the information is 
collected and any third party to whom the information will usually be disclosed. Thereafter, the 
information should not be disclosed to other parties except with the consent of the individual or 
if authorised by law or in the event the organisation suspects that an unlawful act has or will be 
committed. 

The audit found that all five agencies disclose personal information solicited from individuals to 
third parties including other State Government agencies, Commonwealth Government agencies, 
Not for Profit Organisations and outsource contractors. In some instances, individuals may not 
be advised that this will occur and in these instances, agencies may risk exposure to an action for 
breach of confidence. However, action to rectify this situation has commenced with Housing 
advising that it is reviewing all information gathering activities with a view to providing 
—…appropriate disclosures to customers“. 

For the most part, the disclosure of personal information to third parties was justifiable as it was 
provided to other government agencies for legal or essential administrative reasons. Less 
justifiable was the disclosure of information to outsource companies, with four of the five 
agencies having outsource arrangements in the operational areas reviewed: 

ò	 DCD, GESB and Housing outsource information system services and/or database 
management. 

ò	 Housing and SEMC outsource debtor collection services which if necessary can extend to 
legal firms. 

ò GESB, Housing and SEMC outsource mail-out services. 

In delivering these services, outsource companies variously access the personal information held 
by agencies through on-line access, provision of bulk data sets and individual case disclosures. 
Capacity to access personal information is particularly high in respect of the employees and sub 
contractors of the companies delivering information system services. By necessity these persons 
are provided with high-level access rights to agency systems. 

In allowing such access, agencies have an obligation to ensure that proper contractual 
arrangements exist between the agency and the outsource company, including contractual clauses 
that address the risk of unauthorised disclosure by employees or subcontractors of the outsource 
companies. Such precautions are necessary given that non-public sector employees are not bound 
by the legal and ethical behaviour requirements of public sector employees. In particular, public 
sector employees are subject to legislative provisions in the Public Sector Management Act 1994, 
the Criminal Code (s.81) and the Anti-Corruption Commission Act 1988. In contrast, there are 
limited options available to the Crown and its agencies in respect of a breach or suspected breach 
of confidentiality by a non-public sector individual or entity. 
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The increasing use of contractors and outsource companies necessitates that agencies take proper 
precautions to manage associated privacy risks. Contractual precautions that agencies should 
take, include: 

ò	 individual, enforceable confidentiality agreements with contractors or between the agency 
and relevant employees or subcontractors of outsource companies; 

ò	 agencies to have authority to routinely monitor compliance with the confidentiality 
requirements; and 

ò	 personal information held by an outsource company to be destroyed once a service is 
completed and/or the contract is ended. 

However, Audit found that such arrangements were either not in force or not enforced. Housing 
for example had no contract with its mail out service provider and as a consequence has no strong 
basis by which it can enforce proper confidentiality requirements. Other issues were: 

ò	 None of the agencies with outsource arrangements were monitoring access by employees of 
the outsource companies to the personal information. 

ò	 Only a limited number of individual confidentiality agreements had been executed by 
relevant employees or sub contractors of Housing‘s Information Services provider as per the 
contract requirement. Similarly, DCD had not monitored compliance by the employees of its 
service provider. However, DCD had ensured that employees of its service provider had 
undergone police criminal checks as a means of identifying persons for which it would be 
inappropriate to disclose private information. 

ò	 SEMC had no contractual requirement with its mail service providers for relevant employees 
of the contractor to sign individual confidentiality agreements. 

ò	 Limited or no monitoring by Housing and SEMC of their Debt Recovery contracts to assess 
whether personal information provided by them was being kept separate from other personal 
data held by the Debt Collector and whether the private information was deleted from the 
Debt Collector‘s records once the debt was either recovered or written off. 

ò	 Similar to the above œ no monitoring by GESB, Housing and SEMC of whether their mail-
out providers were keeping private information sourced from their agency separate from 
other private information and whether the private information was deleted once the need for 
the information had ceased. 

In response to these findings, DCD and Housing have indicated that various action will be taken 
including audits of outsource contractors who handle personal information. 
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CONTROL, COMPLIANCE AND ACCOUNTABILITY AUDITS 

Management of Confidential Personal Information in Government Electronic Databases

(continued)


Individual Right of Access and Amendment 

The right of individuals to access personal information and to correct personal information about 
themselves are privacy principles that overlap obligations under Freedom of Information (FOI) 
legislation. 

None of the five agencies have procedures in place that make well known to individuals their 
capacity to access and correct records about themselves. However, all five agencies are 
complying with minimal regulatory requirements under the Freedom of Information Act 1992 in 
respect of a person‘s right to seek access to, and amendment of, personal information. The 
procedures at the agencies generally involved dealing with individual requests on an informal 
basis wherever possible. If access requests could not be satisfied through informal mechanisms, 
agencies then dealt with individual requirements through application of more formal procedures 
as per the requirements of the FOI Act. 

What Does This Mean? 
Awareness about privacy amongst the five agencies is at a reasonable level. Nevertheless, real 
potential exists for personal information held by the agencies to be disclosed inappropriately, 
thereby exposing the State to legal risk. 

Addressing confidentiality and security issues relating to personal information needs to be part 
of wider strategies to manage access to information to ensure its integrity and to prevent 
unauthorised alterations. While agencies have taken reasonable steps to control access to their 
information systems they need to strengthen their controls to achieve the same standards in 
relation to privacy controls. 

What Should Be Done? 
Government agencies should: 

ò	 identify personal information held and ensure that the security over that data is commensurate 
with its sensitivity (privacy risks). This should include, where appropriate: 

ü monitoring and reviewing ”read‘ access to confidential personal information; 

ü	 monitoring access made by ”super users‘ such as Database Administrators to confidential 
personal information; and 

ü	 ensure that copies of files made for program development and testing that contain 
personal data are controlled and that similar files on obsolete equipment are deleted prior 
to disposal. 

ò	 taking reasonable steps to inform individuals who provide personal information of any third 
parties to whom the information may be provided; and 

ò	 ensure that appropriate confidentiality arrangements are in place with contractors and 
outsource companies that have access to the personal data held by the agency. 
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Management of Intellectual Property by the 
Department of Agriculture: A Case Study of 
a New Apple Variety 

Overview 
ò Since 1999, the Department of Agriculture (DAWA) has developed a more rigorous and 

formalised approach to address recognised shortcomings in its IP management process for 
breeding, evaluating and commercialising apple varieties. 

Background 
Intellectual property (IP) is derived from the knowledge and experience (intellectual capital) that 
is invested in the development of a process or product. Unlike most other types of property, its 
value is only realised when the IP associated with that process or product is traded in the market 
place. Despite the intangible nature of IP, it is a valuable asset that is not only tradeable but can 
also be protected. Some common methods of protecting IP include copyright, trademarks, 
licensing and design protection, and Plant Breeder‘s Rights (PBR). 

Western Australian Governments in recent years have recognised that as a rule, not enough is 
known about IP and how it can be protected and infringed. However, the latest government 
policy and guidelines œ ”Intellectual Property Policy‘ and ”Intellectual Property Guidelines‘ 
issued in 2002 provides comprehensive direction to agencies. The policy requires agencies to 
—…identify potentially commercially valuable IP assets, protect and manage those assets and to 
commercialise those assets for the benefits of the State, where to do so is consistent with the 
agency‘s functions and objectives“. 

Responsibility for overseeing IP management in Government rests with the Government 
Intellectual Property Policy Council (GIPPC) chaired by the Minister for State Development. 
Membership of the Council is made up of representatives from the Department of Treasury and 
Finance, the Crown Solicitor‘s Office, the Department of Premier and Cabinet and the 
Department of Industry and Technology. In addition, six IP rich agencies are represented on the 
Council by one rotating representative from those agencies. The Department of Agriculture 
(DAWA) is currently the rotating member of GIPPC. 

DAWA is engaged in numerous research and development activities that have the potential to 
generate IP and to earn royalty and export revenue for the State. These include horticulture and 
in particular, apple breeding. Since 1986, DAWA has invested $7.3 million and Horticulture 
Australia Limited6 (HAL) $1.2 million in the apple breeding program. Royalties of $6 million 
have been earned by DAWA from the apple breeding program since 1992. 

6 A Commonwealth government organisation œ DAWA‘s main funding partner in the apple breeding program. 
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CONTROL, COMPLIANCE AND ACCOUNTABILITY AUDITS 

Management of Intellectual Property by the Department of Agriculture: A Case Study of

a New Apple Variety (continued)


In 1999, an Audit report tabled in Parliament7 documented a case study of the DAWA‘s 
management of the IP associated with the Cripps Pink apple variety. In this report, a similar study 
is done of a new apple variety ST23/74 to assess current processes in place. 

What is the Potential Risk? 
Benefits to the State can be lost if agencies fail to take appropriate steps to protect, preserve and 
commercialise their IP. 

What Did We Do? 
In light of the 1999 audit and recent public comments about the apple variety ST23/74, the 
management of IP by the DAWA was examined using ST23/74 as a case study of recent and 
current practices and included assessment of IP protection as well as commercialisation. 

What Did We Find? 

Protection of IP at the Department of Agriculture. 
The 1999 audit report found that DAWA could have better managed the IP and commercialisation 
of the Cripps Pink apple variety. Review of processes followed in respect of apple variety 
ST23/74 found that proper IP protection is now established and that current DAWA procedures 
are adequate though there is still a need for further improvement in some aspects of the process. 

ST23/74 was identified from breeding material at DAWA‘s Stoneville research station in the early 
1980s. In 1986 DAWA and HAL jointly established the Australian National Apple Breeding 
Program principally based at DAWA‘s Horticultural Research Institute in Manjimup. From 1988, 
all development and assessment of ST23/74 was undertaken at Manjimup. 

In 1996, ST23/74 was planted on two commercial orchards for evaluation under testing and non-
propagation agreements. In 2001, DAWA became aware of illegal propagation of ST23/74 and 
after confirming and destroying the illegal material, it lodged an application and was granted 
preliminary PBR in September 2001. Prior to this event and a situation involving off site testing 
of new flower varieties, PBR had only been sought once commercial potential had been 
determined. DAWA had considered this practice to be appropriate given the level of risk to its IP, 
the protection afforded by off site testing agreements with growers and the cost of registering 
PBR. DAWA now registers its apple varieties for PBR prior to undertaking off site testing. 

DAWA has recently taken advantage of advances in DNA ”fingerprinting‘ technology by 
fingerprinting all of their advanced selections, including ST23/74. DNA fingerprinting is now a 
standard step taken by DAWA to secure the identity of its genetic material and to protect its 
associated IP. 

7 Management of Intellectual property œ Public Sector Performance Report - November 1999. 
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Through the experience gained with Cripps Pink and more recently ST23/74, DAWA has now 
established a staged approach to breeding, evaluation and commercialisation, a key aspect of 
which is early identification and protection of IP related to potentially commercial varieties, 
particularly during off site testing phases of evaluation. This process has been developed in 
consultation with the State and National Apple and Pear growers associations as well as its 
funding partners: 

ò	 Stage 1. Screening: Selecting and sourcing parents, crossing, production and screening of 
seedling populations. 

ò	 Stage 2. Advanced selections: Propagation and growth on commercial rootstocks, detailed 
assessment of tree and fruit characteristics. Fruit quality, maturity, storage life and sensory 
quality. Evaluated under security at Manjimup Horticultural Research Institute. Superior 
selections identified, propagated and Plant Breeder‘s Rights process initiated. 

ò	 Stage 3. Superior selections: WA testing to produce technical dossier, Regional testing 
nationally, testing of consumer acceptance of the product, selected international testing 
(& PBR). Confirmation of commercial candidates. 

ò Stage 4. Commercialisation: Develop commercialisation strategies for target markets. 

Decision to Commercialise IP 
Legislative functions of DAWA under the Agriculture Act 1988 include using IP gained from its 
research to assist industry and, to exploit IP by means of sale. 

DAWA has determined that maximising public benefit from IP requires it to find an appropriate 
balance between assisting industry and generating royalties. For example, the apple industry may 
be better served through release of niche varieties or varieties that complement existing varieties 
rather than releasing varieties that will compete directly with existing varieties. However, 
royalties to the State may be maximised by more regular release of new varieties. Consequently, 
the approach taken by DAWA to commercialisation may differ from that of a purely commercial 
venture. DAWA‘s approach also differs to other Government programs such as for New Zealand 
(NZ) apple breeding. The NZ program focuses on regular release of varieties rather than on 
developing commercialisation strategies for individual varieties. 

Audit has not attempted to assess whether the balance achieved by DAWA between industry 
development interests and earning royalties for the State is correct. However, it was noted that 
DAWA has yet to document its approach to commercialisation of new varieties either as a policy 
document or procedures manual. 

DAWA has acknowledged this need and has advised that the policy will be an outcome of a 
consultative Working Group established with HAL and the industry. This Working Group is a 
result of recent recognition by DAWA that successful commercialisation depends upon industry 
support and expertise. Such consultation is consistent with the State IP policy and guidelines. 
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CONTROL, COMPLIANCE AND ACCOUNTABILITY AUDITS 

Management of Intellectual Property by the Department of Agriculture: A Case Study of

a New Apple Variety (continued)


The ultimate decision to commercialise a new variety is jointly taken by the Department and 
HAL as co-owners of the variety. Currently HAL has approximately a 13 per cent equity in the 
National Apple Breeding Program at Manjimup. This percentage is based on an annual 
calculation of HAL‘s proportional contribution to apple development from the beginning of their 
contributions in 1986. 

Although HAL has only a minority interest, its funding agreement with DAWA is a ”tenants in 
common‘ arrangement, meaning that each has an equal say in the decision to commercialise. 
However, revenue from any commercialisation will be split according to equity. 

When a variety is commercially released, DAWA enters into licensing agreements with 
commercial nurseries. These agreements set out the conditions of propagation and the amount of 
royalties to be paid to DAWA. DAWA has recognised that past licensing agreements failed to 
capture sufficient benefits from commercialisation. For example, an agreement with a European 
license holder for Cripps Pink incorporated royalty payments that decreased over time. Such an 
agreement gave little incentive for the license holder to promote the variety in the short term. 
This licence has now been renegotiated so that the Department continues to benefit from the 
ongoing demand for Cripps Pink. DAWA has indicated that future apple royalty agreements will, 
where appropriate, be more production based as is the case for grains and flowers. 

The decision to commercially release ST23/74 has not yet been taken, some 14 years after 
evaluation commenced at the Horticulture Research Institute. DAWA have acknowledged that 
the time taken from initial selection to the current commercial assessment stage for ST23/74 has 
been at the upper end of the normal timeframe. 

DAWA acknowledged a number of factors contributing to this lengthened timeframe but advised 
that improved procedures have been implemented. For example: 

ò	 poorly drafted testing agreements with private growers such that the roles and responsibilities 
of both parties for testing and evaluation of ST23/74 were not clearly defined. DAWA now 
uses testing agreements with clearly defined schedules for testing and evaluation; and 

ò	 poor records management related to ST23/74 including loss of prior 1996 records. DAWA 
now has a database to record all data related to Stage 1 and 2 assessments and creates 
individual files for all superior selections that go off site. 

Preliminary market testing processes have commenced including, consumer preference testing 
using statistical sensory evaluation. Sensory testing in the United Kingdom is also planned. If the 
results of these tests continue to support a case for commercialisation, a business case for the 
commercial release of the variety will be developed through the Working Group process. A 
decision on whether to proceed to commercialisation of ST23/74 will be made by mid 2003. 
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What Does this Mean? 
Since the 1999 audit, DAWA has given more emphasis to IP protection, engaging industry in 
commercialisation decisions and obtaining proper financial benefits from IP. However, 
transparency and consistency of decision-making would be enhanced by improved 
documentation of policies and procedures and commercial decisions. 

What Should be Done? 
DAWA should make certain that appropriate systems are in place to properly maintain and secure 
technical research information, particularly given that research can often extend over more than 
one decade. DAWA should clearly articulate and justify its approach to commercialisation of new 
varieties through development and publication of appropriate policy. 
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Performance Examination


Family Centres: A Case Study in Evaluating 
Asset Effectiveness 

Overview 
This examination highlights some of the major issues in managing building assets effectively, 
and illustrates why agencies should regularly evaluate the contribution of their existing assets in 
achieving agency outcomes. 

The public sector has over $6 billion invested in building assets which have been acquired over 
a long period of time. However, the need for assets changes over time, as population 
demographics and service delivery strategies change, and buildings acquired in the past may not 
necessarily be effective in meeting the needs of the present. 

While this case study focuses on family centres, which are unique to the Department for 
Community Development (DCD), the issues raised may also be relevant to other agencies. In 
particular, the study highlights the need for all agencies to regularly review the purpose and role 
of their building assets and to ensure management information on asset suitability, utilisation, and 
operating costs is systematically collected and analysed. 

In relation to family centres, the key findings of the examination are: 

ò DCD has not made clear the role of family centres in achieving the organisation‘s outcomes; 

ò	 DCD has not established the management information systems needed to determine the 
effectiveness of family centres; and 

ò	 while family centres are considered suitable as multi-purpose community facilities, many 
centres are significantly under-utilised compared with other centres. 

Why Did We Do this Examination? 

Background 
Managing assets in a way that is both economical and effective in meeting community demands 
is a challenging and complex task for public sector agencies. This is especially true for existing 
assets because the need for these assets changes over time due to changes in the demand for 
services and shifts in population demographics. Unsuitable or uneconomical assets resulting 
from new service delivery strategies or a decline in building condition can also lead to changes 
in the need for existing assets. 
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Many of the assets held by State Government agencies are service delivery buildings such as 
schools, hospitals, police stations, community facilities, and offices. There are nearly 3 000 of 
these types of assets8 (excludes housing). While their total value is estimated at over $6 billion, 
just over half are individually valued at less than $250 000 as shown in Table 2. 

The table also shows the average age for buildings valued at less than $250 000 is 38 years. This 
indicates that a significant number of the State‘s service delivery and other types of buildings 
have a relatively low value and are nearing the end of the asset life-span or require intensive 
maintenance. These assets should be regularly assessed to ensure they are still contributing to 
agency business, and have remained suitable for their purpose and economical to operate. 

Value ranges Number of Per cent of Average age 
Building Only buildings in years 

Indicative Only9 

$0 to $250 000 1 535 53 38 

$250 001 to $500 000 309 11 40 

$500 001 to $1m 266 9 51 

$1m+1 to $2m 255 9 36 

Over $2m 537 18 30 

Total/Average 902 100 37.5 

buildings 

2 

Table 2: Total number and estimated average age of non-residential buildings. 
Source: Valuer General‘s Office 

However, it is not just ageing assets that need to be reviewed. Effective asset management 
involves reviewing and evaluating all assets on a regular basis. Indeed, it was to ensure agencies 
adopted a more rigorous approach to asset management that led the Government to require 
agencies to implement Strategic Asset Management (SAM) in 1994, and for the current 
Government to re-endorse this initiative in September, 2001. 

The Capital User Charge10 is also intended to serve as a catalyst for better asset management and 
brings into play the principles of SAM. The Department of Treasury and Finance notes that under 
SAM agencies should have in place an ongoing process of asset review, the purpose of which is 
to ensure that all assets are contributing to the delivery of core services. 

For existing assets this means agencies should address the following questions about the 
effectiveness of their assets on a regular basis. 

ò	 Are these buildings still needed by the agency, and how important are they to agency 
business? 

ò How suitable are they for the purpose for which they were currently being used? 

ò How well are they being utilised? 

ò How much are they costing to operate and maintain, now and in the future? 

8	 Source: the Valuer General‘s Office (based on the 85 to 90 per cent of buildings listed on the Government Property Register that 
have been valued by the Valuer General‘s Office).

9 Ages shown are based only on buildings where age could be determined, ie in approximately 45 per cent of cases.
10 	 The Capital User Charge is a levy by Government on the net value of assets used by agencies in the delivery of services to the 

public. The underlying theory of the Charge is an acknowledgement that for every asset held by an agency there exists an 
opportunity cost, that is, something which is foregone as a consequence of holding an asset. Department of Treasury and 
Finance: Accrual Appropriations and Capital User Charge, p.2. 
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PERFORMANCE EXAMINATION

Family Centres: A Case Study in Evaluating Asset Effectiveness (continued)


What Did We Do? 

Examination Focus 
This examination reviewed 34 family centres controlled by the Department for Community 
Development (DCD) as a case study in evaluating the performance of existing assets11. While 
family centres are unique to DCD, the case study approach has allowed key issues to be 
identified which should have broad applicability to other types of building assets. 

DCD was selected as the case study agency as it owns a similar proportion of non-residential 
building assets in the lower value range as the public sector as a whole: 50 per cent compared 
with 53 per cent for the public sector. Family centres were selected as, firstly, they represent one 
of the largest groups of assets held by DCD. Secondly, while intended as multi-purpose facilities, 
offering both an early childhood education program and a community facility, the education 
program was transferred to the Education Portfolio, leaving the centres to operate solely as a 
venue for community activities. 

Family Centres 
Thirty-four family centres were built between 1988 and 1993: 25 in suburban Perth, and nine in 
regional areas including Rockingham/Kwinana. 

The prime purpose of family centres was to provide an early childhood education program which 
was under the jurisdiction of the DCD during that time.12 The centres also provided a facility for 
local community groups. 

Most family centres include two activity rooms (each suitable for accommodating up to 20 
kindergarten age children), two small meeting rooms, kitchen, toilets, storage areas, and two 
playground areas. Most centres were built according to one of three different ”standard‘ designs, 
although four centres have ”one-off‘ designs. They range in size from 200 to 350 square metres, 
depending on the design. 

The current depreciated value of family centre buildings is $6.3 million with an average value 
for each centre of approximately $200 000. 

While there were plans to continue with the construction of family centres, a change in 
Government policy saw the building program halted in 1993. Two years later, a decision was 
made to transfer the early childhood education program to the Department of Education. 

A family centre transition plan was developed and approved by the Minister in April 1998. It 
outlined how the shift from a multi-purpose facility to a community facility only would be 
managed. By January 1999 all family centres, with one exception, were operating solely as a 
community venue. 

11 The examination focused on the operation phase of the family centre asset life-cycle. Of major importance in this phase is the 
evaluation of asset performance, identification of the causes for non-performance, and formulation of remedial action. The other 
two phases of an asset‘s life-cycle are asset acquisition and asset disposal. 

12 DCD previously known as Department for Community Services and Family and Children‘s Services. 
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To offset the loss of revenue that was generated through the early childhood education program 
and so as to maintain their viability, Government approved ongoing funding of approximately 
$25 000 per annum for each centre. Funding for 2001-02 is approximately $28 000 per centre or 
$926 334 in total. 

For the purpose of this examination family centres were examined in light of the asset 
effectiveness issues raised earlier, particularly their: 

ò contribution to DCD‘s core business; 

ò suitability to deliver the required services; 

ò level of utilisation; and 

ò operating costs. 

What Did We Find? 

Contribution of Family Centres to Core Business 

Why Should Assets be Evaluated? 

Building assets are a resource used by agencies to deliver services to the community. As such, 
agencies need to ensure they are serving their purpose well. Building assets do not adapt easily 
to change, as they are designed for specific purposes and located in specific areas. As community 
needs and agency services change, the need for the agency‘s existing assets will also change. For 
this reason they should be evaluated regularly to ensure they continue to contribute to the 
agency‘s service delivery strategy. 

The link between agency assets and the contribution they make to the agency‘s service strategy 
(which in turn is a translation of community needs and Government policy) is shown in Figure 1. 

This framework, with minor adaptations, was developed by the Australian Construction and 
Procurement Council13 (APCC) which advocates that assets should exist only to support the 
delivery of services, and building decisions should have a sound foundation in service planning. 

13	 The Australian Construction and Procurement Council is the national reference for policy advice on procurement and 
construction matters for Commonwealth, State and Territory Governments and convenes meetings of the Australian Procurement 
and Construction Ministerial Council. 
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PERFORMANCE EXAMINATION

Family Centres: A Case Study in Evaluating Asset Effectiveness (continued)
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Figure 1: Integrated planning framework. 
Source: Adapted from APCC œ Asset Management 
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Ideally, agencies should assess the continued contribution of their assets against a business case. 
However, as many government assets were acquired many years ago, it is likely that business 
cases are no longer current. Nevertheless, agencies should have in place a structured approach 
and a systematic process, similar to the framework in Figure 1, for assessing the continued 
relevance of their assets to achieving their outcomes. It may be that funds being spent on assets 
identified as not needed (or under-performing) may contribute more to agency outcomes if spent 
on alternative purposes. 

The Role of Family Centres in Achieving DCD’s Outcomes 

In the case of family centres Government policy stipulated that the centres should continue to be 
available for community use after the transfer of the early childhood education program. 

It was incumbent on DCD, therefore, to identify the particular needs of the community that 
family centres would best satisfy given their revised role. No evidence that this was done was 
disclosed by this examination. 

Furthermore, the specific outcomes that family centres are intended to achieve have not been 
clearly specified, and therefore cannot be linked to the higher level outcomes of the agency.14 

The stated purpose for family centres is very similar to the agency purpose, that is, family centres 
—are designed to increase the well-being of individuals and families within the local community“ 
and it is intended they achieve this —...by providing a venue and infrastructure to enable the 
provision of a variety of services, programs, and activities.“ 

However, there is no elaboration about how the provision of a venue where community members 
can participate in a variety of programs and services, strengthens families, or enhances well-
being. Other programs within DCD are also designed to strengthen families and enhance well-
being, but the unique contribution that family centres make to achieving this outcome has not 
been established. 

The risk is that by not having a clear definition of the community need, and the role of family 
centres in satisfying these needs, the contribution that family centres make to DCD‘s outcomes 
is not able to be clearly established. It also poses a risk that services will not be targeted at the 
appropriate groups. 

Groups Targeted by Family Centres 

While DCD has developed a Service Specification which lists the types of services, programs 
and activities to be delivered in family centres, many of the service types are too broadly defined 
to enable an assessment of whether the groups actually operating from the centres are indeed the 
intended groups. 

14	 This also has implications for evaluating the effectiveness of the asset. For example, in evaluating the suitability of the asset to 
deliver the agency‘s services, we must ask the question —suitable for achieving what purpose?“. The lack of a clear statement 
of the intermediate or lower level outcomes that family centres are intended to achieve means this question cannot be fully 
addressed. 
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PERFORMANCE EXAMINATION

Family Centres: A Case Study in Evaluating Asset Effectiveness (continued)


There are 20 different types of services and programs listed in the specification. Some are very 
well-defined service types, for example, playgroups, kindergartens, vacation and out of school 
care for children, toy libraries, and parenting programs. The recipients of these services and the 
activities engaged in are clear. The majority of children‘s services and programs were well-
defined in this way. 

Other service types, however, are very broadly defined: special interest groups, adult and seniors 
interest groups, children‘s activities, health and fitness activities, and community meetings and 
functions. The recipients of these types of services and the activities engaged in are not clear. 

Examples of the actual groups and clubs which may be categorised under these service types 
include a four-wheel drive club, stamp collecting clubs, gardening clubs, investors clubs, weight 
watchers, craft and sewing clubs, religious meeting and services, meditation and yoga classes, 
martial arts classes and children‘s dance and modelling classes. The majority of adult groups 
using the centres are comprised of these types of broadly defined services. 

Using such broad descriptions to specify the preferred user groups means that most groups or 
individuals, whatever type of service they provide, would be able to operate from a family centre. 

Furthermore, the specification does not include the types of groups that would be considered 
inappropriate to operate from the centres15. 

The lack of specificity in defining some of the preferred users groups means it is not possible to 
assess the relevance of these groups to achieving DCD‘s outcomes. 

Level of Utilisation of Family Centres 
Utilisation is an important measure of asset performance. It refers to how intensively an asset is 
being used in delivering the agency‘s services, compared with its potential capacity for use. 

The capacity of an asset to deliver the agency‘s services needs to be established, therefore, so that 
measures of utilisation are meaningful. The capacity level should be developed within the 
context of what the service is intended to achieve, and the type of asset delivering the services. 

Utilisation can be assessed in a number of ways including the amount of space used (compared 
with space available), the number of people using the asset (compared with the number the asset 
is able to accommodate), the period of time the asset is used for (compared with availability for 
use), or a combination of these. Assessments should be undertaken regularly and under-utilised 
assets identified. Low utilisation could be due to a number of reasons, for example: 

ò the asset is no longer suitable for enabling the required activities to be performed; 

ò the need for the service the asset delivers has diminished; 

15	 Of concern here is that in order to remain financially viable centres also encourage casual user groups: children‘s birthday parties 
are common, but centres have also been used for 21st birthdays, at least one wedding, and one-off events such as football club 
AGM and other special events. However, none of these require DCD approval and, in the absence of guidelines, leaves DCD 
vulnerable should inappropriate activities occur. 
It is also concerning that some groups using the centres are ”for-profit‘ businesses and use of the centres for these purposes has 
not been addressed by DCD. 
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ò	 program management decisions have impacted on the hours the asset is available for use (eg 
limiting the hours worked by staff operating from the building, or care-taking or security staff 
not being available to support the level of utilisation required); and 

ò the physical condition of the asset due to poor maintenance has discouraged users. 

It is only when the reasons for under-utilisation are identified that agencies can consider the type 
of action necessary (eg to take remedial action to improve utilisation or to dispose of the asset if 
it is no longer needed). 

The examination reviewed how well family centres are being used by analysing information 
collected from DCD and family centre management committees. This analysis indicated the 
following: 

Y The level of utilisation required of family centres has not been established by DCD. 

Originally, family centres were to open to coincide with early childhood education program 
hours, and in addition, were expected to be open after hours, including weekends, for community 
users (although no optimum levels of use were set for this component of the program). 

Since the closure of the education program, no utilisation levels have been established by DCD. 
Currently, the hours of opening are determined by —community need and will vary from centre to 
centre accordingly“. This lack of a planned level of use means that there is no basis for 
determining how well these assets are currently being utilised, and therefore how effective they 
are in achieving their purpose. 

Y	 The utilisation of some family centres is very low, compared with the utilisation of other 
centres. 

In view of the absence of a planned level of use, for the purpose of this examination family 
centres were ”benchmarked‘ against each other to obtain some indication of the extent to which 
centres are currently being utilised.16 Figure 2 shows the total number of hours per week that 
centres are being used by community groups across all activity and meeting rooms. ”Actual use‘ 
includes use by the regular user groups, use by DCD for providing programs and services, and 
use by the centre to run it own programs. Actual use ranges from 26 hours per week through to 
105 hours per week. 

The figure shows that eight centres have a significantly higher level of utilisation than the 
remaining 24 centres. Indeed, the average amount of time the eight ”high use‘ centres are being 
used is 91.5 hours per week, compared with an average of 45.5 hours per week for the remaining 
24 centres, indicating the potential for the majority of centres to become much more effective in 
terms of their utilisation. 

16	 The measure used here is the total number of hours centres are utilised in all rooms over a period of one year, divided by 52 to 
give a weekly use figure. This is one measure of utilisation. Other measures include the number of people accessing the centres 
and the amount of physical space used. Concluding that the utilisation of some centres is very low does not imply that the 
services provided in low use centres are less important œ only that there is potential for these centres to be better utilised in terms 
of the number of hours. 
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PERFORMANCE EXAMINATION

Family Centres: A Case Study in Evaluating Asset Effectiveness (continued)
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Figure 2: Total number of hours family centres are actually used by community groups, 
and cost per hour, in terms of DCD recurrent funding (32 centres only). 

The figure also shows the amount of utilisation DCD is purchasing through its recurrent funding 
of the centres. Costs per hour of utilisation range from approximately $5 for the high use centres 
to $20 for the least well utilised centres. This type of measure again reinforces the differences 
between centres, and the financial implications of under-utilised assets. 

In order to determine what may account for the difference in utilisation between centres, the 
examination found that seven of the eight high use centres are either heavily utilised by funded 
service providers, or they provide out of school care and school vacation programs. The nine 
least well utilised centres did not offer out of school care or school vacation programs, and are 
not utilised to the same extent by funded service providers. 

While this may provide some explanation, there is a need for DCD to further analyse usage rates 
and patterns and to ascertain the contribution low use centres make to achieving agency 
outcomes. 

Suitability of Family Centres 
Suitability refers to the extent to which the asset enables the intended services to be delivered. 
Location, capacity, image, security, functionality of the design, as well as ”comfort‘ aspects such 
as heating, cooling and lighting are all factors which determine suitability. 

Central to evaluating suitability is to address the question —suitable for achieving what 
purpose?“. It is only when service outcomes are translated into specific asset requirements that 
suitability can be meaningfully evaluated. It is also important that the elements of suitability 
being assessed are defined in terms that are meaningful to the property users, that is, by the 
people who use the property on a day to day basis.17 

17 CAMS: Portfolio Performance Manual, p. 18. 
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Care should be taken, however, in formulating solutions to improve suitability. Low suitability 
could be due to a number of factors including: 

ò	 a mis-match between the intended use of an asset and the actual use (ie poor ”program-asset 
fit‘); 

ò new developments in service delivery methods; 

ò changes in service delivery requirements (eg higher comfort levels required); and 

ò an inadequate design brief during the acquisition phase of the asset. 

In the absence of data held by DCD on asset suitability data were collected from family centres 
as part of the examination. Analysis of the data disclosed: 

Y Family centres are suitable for the services that are currently being delivered. 

Family centres were originally designed as multi-purpose buildings, and while the prime purpose 
was to accommodate the early childhood education program, they were also to provide a 
community venue œ for activities for children, youth, adults and seniors. 

In the absence of more detailed information about the outcomes family centres are currently 
intended to achieve, suitability was assessed in terms of the centres being suitable for the ways 
they are being used by the incumbent user groups. 

Assessments were provided by centre management committee representatives, the centre 
coordinator and user group representatives. Five suitability measures were derived from a total 
of 79 items (a summary of these appears in Appendix A). 

Table 3 shows the average, minimum and maximum ratings reported by the centres for each 
suitability criterion. The average ratings indicate that most centres are considered suitable for 
their current use. 

In particular, the centrality of centres to their local areas, their accessibility (except via public 
transport), all safety and security features, the capacity of the activity rooms and kitchen, and 
their flexible use as community facilities were all rated very highly by management and users. 

Aspects of suitability that attracted consistently low ratings across a majority of centres include 
all aspects of visibility (in particular road signage), car-parking capacity, external livability (in 
particular outdoor seating and adequate rain protection), use of solar energy, acoustic properties 
of activity rooms, and all aspects of internal and external storage (including the capacity to add 
more storage). 
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PERFORMANCE EXAMINATION

Family Centres: A Case Study in Evaluating Asset Effectiveness (continued)


Suitability Criteria 

Location 

Functionality 

Livability 

Physical condition 

Sustainability 

Overall Suitability 

RATINGS FOR CENTRE 

Minimum Maximum Average 
Rating Rating Rating 

2.8 4.6 3.8 

2.8 4.5 3.8 

2.9 4.4 3.6 

2.7 4.8 3.8 

2.7 4.8 3.7 

2.8 4.6 3.8 

Scale:	 1 = criteria not met at all 4 = criteria met to a large extent 
2 = criteria met to a small extent 5 = criteria fully met. 
3 = criteria met to a moderate extent 

Table 3: Suitability of family centres rated by centre management, staff and regular users 
(data available for 32 centres only). 

Operation and Maintenance Costs of Family Centres 
The ongoing operation and maintenance costs of an asset need to be regularly monitored to 
provide information about where costs could be minimised, and to enable assessments about 
whether the agency should be looking for less expensive alternatives. This is especially important 
as the costs of operating and maintaining an asset over its life-span can often be greater than the 
cost of its acquisition. Hence, these costs should be regularly monitored and assessed to ensure 
they are minimised wherever possible. 

Operating costs include utilities costs (eg power and water), rates, property management fees, 
servicing fees such as cleaning and security, and the wages of staff involved in operating the 
facility. Maintenance costs include the cost of repairs and other work to maintain the condition 
of the building. Buildings refurbishments may also be included in the cost of maintenance 
depending on the level of work undertaken. 

Evaluating an asset‘s operating and maintenance costs can be done using efficiency benchmarks 
which enable comparisons between similar assets, or the same asset over time. Typical 
benchmarks include the ratio of operating costs to defined levels of outputs, for example, the 
ratio of energy cost per client or customer, or maintenance costs per square metre. 

In relation to family centres the examination concluded: 

Y	 There is a lack of systematic collection and recording of financial data which means the 
financial effectiveness of centres cannot be assessed. 

Family centres are managed by contracted service providers which are responsible for centre 
operating costs and some maintenance costs (eg cleaning and repairs, touch up painting, minor 
maintenance work, and repairs to graffiti damage). 
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DCD provides funding of approximately $28 000 per annum (in 2001-02) to each centre to assist 
with meeting these costs. DCD is also responsible for some costs such as the replacement of 
capital items (gutters, stoves, floor coverings), structural repairs, and provision of lighting, 
security fencing and shade areas. 

Service providers are required to submit to DCD annual audited financial statements detailing 
revenue and expenses. However, the chart of accounts pro forma supplied by DCD to centres 
does not enable a complete breakdown of total expenses into operating and maintenance 
expenses. For example, cleaning, security costs, gardening, and water rates and usage are not 
itemised, despite being important components of a centre‘s operating costs. Furthermore, most 
family centres have used their own version of charts of accounts. 

This means it is not possible, given the way family centre financial information is currently 
recorded, to determine the financial effectiveness of these centres.18 This is because it is not 
possible to link operating costs to levels of output. 

Moreover, the information system available to DCD makes it very difficult to retrieve the cost of 
maintenance performed by DCD for individual family centres, as there is only one cost centre for 
all 34 family centres, and individual family centres are not identifiable using this system. While 
maintenance costs for each centre can be accessed through manual cross-referencing of DCD 
accounts (in conjunction with information supplied by the Department of Housing and Works) 
there is currently no systematic approach to recording and utilising this information for 
management purposes. 

Costs for future maintenance work are also not able to be assessed as DCD has not developed a 
maintenance plan to guide maintenance decisions. Instead, maintenance decisions are based on a 
combination of responding to complaints from family centres, the personal knowledge of asset 
services staff about —what needs to be done“, and information provided in building condition 
assessment reports. 

18	 However, the examination was able to extract maintenance and capital upgrade costs from most family centre financial 
statements for the periods 1999-00 and 2000-01. The amount expended by family centres over this period averaged $8 985 per 
centre. The minimum expended by a family centre during this period was $282 while the maximum was $40 428. The amount 
expended by the DCD over the two year period 2000-01 and 2001-02 averaged $11 604. The minimum expended by the DCD 
on a family centre was $0 while the maximum was $36 906. 
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PERFORMANCE EXAMINATION

Family Centres: A Case Study in Evaluating Asset Effectiveness (continued)


What Does this Mean? 
This examination has raised a number of concerns regarding the management of existing assets. 
While family centres are unique to DCD this examination illustrates the types of information 
needed by agencies if they are to manage their assets effectively. 

All agencies should regularly evaluate the role of their building assets. Furthermore, key 
management information concerning asset suitability, utilisation, and operating and maintenance 
costs needs to be systematically collected and analysed. 

For DCD, the Government‘s decision in 1995 to change the use of family centres means there 
was a need for DCD to re-establish the purpose and role of these centres in response to the needs 
of the community, and in accordance with the specific outcomes established for family centres. 

It is recommended that DCD: 

ò	 determine the particular role that family centres are intended to achieve in order to support 
the achievement of agency outcomes; 

ò	 ensure the types of groups using family centres are consistent with the purpose that DCD has 
identified for the centres; 

ò	 determine the appropriate level of utilisation of centres and regularly monitor whether this is 
being achieved; 

ò identify and address the factors limiting utilisation of selected centres; and 

ò	 develop and implement appropriate systems so that family centre expenditure, as well as 
DCD‘s own expenditure on centres, is recorded and used in the management of centres. 
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Appendix A


Location accessibility Û for public transport users and pedestrians 

centrality Û to the community it serves, schools and 
shopping centres 

visibility Û to passing traffic and in terms of adequate road 
and building signage 

environmental Û in terms of environmental hazards and 
appropriateness conservation issues 

Functionality capacity Û in terms of adequate car parking, room 
numbers and sizes and playground sizes 

design and layout Û in terms of room to room relationships, 
circulation spaces, placement of toilets and 
kitchen, storage capacity and type 

flexibility of use Û to support a range of community groups and 
simultaneously run groups 

public image Û given the surrounding architecture and to ensure 
a welcoming ”street presence‘ 

Livability internal livability Û in terms of appropriate heating, cooling, 
ventilation, acoustics, furniture and fittings 

external livability Û in terms of adequate sun and rain protection and 
playground seating 

safety and security Û to support duty of care requirements for children 
and security for centre against crime 

Physical condition Û in terms of ability to withstand wear and tear and 
overall condition of building 

Sustainability Û environmental sustainability, in terms of design 
taking account of passive energy and water 
conservation needs; and 

Û need for maintenance, in terms of amount of 
maintenance required to keep the asset in 
reasonable condition 

Table 4: Suitability criteria against which family centres were rated by key stakeholders. 

A total of 79 items were used to assess suitability. The criteria were developed from discussions 
with family centre stakeholders (management groups and user groups), representatives from the 
Department of Housing and Works (DHW) and the DCD, and from relevant DHW and DCD 
documents. 
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Previous Reports of the 
Auditor General 

1997 
On Display œ Public Exhibitions at: The Perth Zoo, The WA Museum and the 

Art Gallery of WA April 9, 1997 

The Western Australian Public Health Sector June 11, 1997 

Bus Reform œ Competition Reform of Transperth Bus Services June 25, 1997 

First General Report 1997 œ covers financial statements and performance indicators of 
departments, statutory authorities (excluding hospitals other than Wanneroo Hospital) 
and subsidiary bodies August 20, 1997 

Get Better Soon œ The Management of Sickness Absence in the WA Public Sector August 27, 1997 

Waiting for Justice œ Bail and Prisoners in Remand October 15, 1997 

Report on Controls, Compliance and Accountability Audits œ Public Property Management 
œ Management of Information Technology Systems œ Payroll and Personnel Management 
œ Purchasing Goods and Services November 12, 1997 

Public Sector Performance Report 1997 œ Examining and Auditing Public Sector Performance 
œ Follow-ups of Previous Performance Examinations œ Sponsorship in the Public Sector November 13, 1997 

Private Care for Public Patients œ The Joondalup Health Campus November 25, 1997 

1998 
Report on Ministerial Portfolios œ Audit Results œ Consolidated Financial Statements 

œ Summary of the Results of Agency Audits April 8, 1998 

Selecting the Right Gear œ The Funding Facility for the Western Australian 
Government‘s Light Vehicle Fleet May 20, 1998 

Report on the Western Australian Public Health Sector May 20, 1998 

Sale of the Dampier to Bunbury Natural Gas Pipeline (Special Report) May 20, 1998 

Weighing up the Marketplace œ The Ministry of Fair Trading June 17, 1998 

Listen and Learn œ Using customer surveys to report performance in the 
Western Australian public sector June 24, 1998 

Report on the Western Australian Public Tertiary Education Sector August 12, 1998 

Do Numbers Count? œ Educational and Financial Impacts of School Enrolment August 19, 1998 

Report on Controls, Compliance and Accountability Audits 1998 œ Control of 
Agency Expenditure œ Human Resource Management œ Administration of 
Superannuation Systems October 14, 1998 

Public Sector Boards œ Boards governing statutory authorities in Western Australia November 18, 1998 

Send Me No Paper! œ Electronic Commerce œ purchasing of goods and services 
by the Western Australian public sector November 18, 1998 

Accommodation and Support Services for Young People Unable to Live at Home November 26, 1998 

Public Sector Performance Report 1998 œ Monitoring and Reporting the Environment 
œ Recruitment Practices in the WA Public Sector œ The Northern Demersal 
Scalefish Fishery December 9, 1998 

Report on Audit Results 1997-98 œ Financial Statements and Performance Indicators December 9, 1998 
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1999 
Report on the Western Australian Public Health Sector œ Matters of Significance 

œ Summary of the Results of Agency Audits April 21, 1999 

Proposed Sale of the Central Park Office Tower œ by the 
Government Employees Superannuation Board April 21, 1999 

Lease now œ pay later? The Leasing of Office and Other Equipment June 30, 1999 

Getting Better All The Time œ Health Sector Performance Indicators June 30, 1999 

Report on the Western Australian Public Tertiary Education Sector 
œ 1998 Annual Reporting Cycle June 30, 1999 

Fish for the Future? Fisheries Management in Western Australia October 13, 1999 

Public Sector Performance Report 1999 œ Controls, Compliance and 
Accountability Audits œ Follow-up Performance Examinations November 10, 1999 

A Stitch in Time œ Surgical Services in Western Australia November 24, 1999 

Report on Ministerial Portfolios to November 5, 1999 œ Issues Arising from Audits 
œ General Control Issues œ Summary of the Results of Agency Audits November 24, 1999 

2000 
Public Sector Performance Report 2000 œ Emerging Issues œ Management Control Issues April 5, 2000 

Report on the Western Australian Public Health Sector and of Other 
Ministerial Portfolio Agencies for 1999 April 5, 2000 

A Means to an End œ Contracting Not-For-Profit Organisations for the 
Delivery of Community Services June 14, 2000 

Private Care for Public Patients œ A Follow-on Examination of the 
Joondalup Health Campus Contract June 21, 2000 

Report on Western Australian Public Universities and TAFE Colleges 
œ 1999 Annual Reporting Cycle June 21, 2000 

Bus Reform: Further down the road œ A follow-on examination into competition 
reform of Transperth bus services June 28, 2000 

Surrender Arms? Firearm Management in Western Australia September 13, 2000 

Second Public Sector Performance Report 2000 œ Administration of Legislation 
œ Financial and Management Control Issues October 11, 2000 

A Tough Assignment œ Teacher Placements in Government Schools October 18, 2000 

Report on Ministerial Portfolio at December 1, 2000 œ Summary of Audit Results 
œ Accountability Issues (Corporate Governance, Accounting for GST Transitional Loan) December 20, 2000 

2001 
Sale of the Gas Corporation‘s Businesses (Special Report) February 14, 2001 

On-line and Length? Provision and Use of Learning Technologies in 
Government schools May 23, 2001 

Implementing and Managing Community Based Sentences May 30, 2001 

Public Sector Performance Report, 2001 œ Administration of Legislation œ 
œ Financial and Management Control Issues œ Follow-up Examination June 20, 2001 
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PREVIOUS REPORTS OF THE AUDITOR GENERAL (continued)


2001 (continued) 
Report on Public Universities and TAFE Colleges œ 2000 annual reporting cycle June 20, 2001 

Lifting the Rating: Stroke Management in Western Australia August 22, 2001 

Good Housekeeping: Facilities Management of Government Property and Buildings August 29, 2001 

Second Public Sector Performance Report 2001 œ Management , Compliance and Control Issues 
œ Follow-up Performance Examinations 

Righting the Wrongs: Complaints Management in the Western Australian Public Sector 

Third Public Sector Performance Report 2001 œ Appointment and Use of Contract Staff 
œ Management of Mobile Phones in Government œ Ombudsman‘s Statistics and Complaints 
Automated Register Project œ The Perth Convention Centre 

Life Matters: Management of Deliberate Self-Harm in Young People 

First Byte: Consortium IT Contracting in the Western Australian Public Sector 

Report on Ministerial Portfolios at November 30, 2001 œ Summary of Audit Results 
œ Accounting and Contemporary Issues œ Summary Results of Agency Audits 

2002 
Level Pegging: Managing Mineral Titles in Western Australia 

September 19, 2001 

October 17, 2001 

November 7, 2001 

November 28, 2001 

December 5, 2001 

December 19, 2001 

June 19, 2002 

Report on Public Universities and TAFE Colleges and of other Ministerial Portfolio Agencies for 2001 August 14, 2002 

A Critical Resource: Nursing Shortages and the Use of Agency Nurses August 14, 2002 

Public Sector Performance Report 2002 œ Agency Management of Fringe Benefits Tax œ Common Use 
Contracts in Government œ Procurement of Medical Equipment œ Follow-up Performance Examination September 25, 2002 

A Measure of Protection: Management and Effectiveness of Restraining Orders October 16, 2002 

Grounds for Improvement: Government Owned or Controlled Contaminated Sites November 13, 2002 

Management of Hospital Special Purpose Accounts November 27, 2002 

The above reports can be accessed on the Office of the Auditor General‘s 
web site at www.audit.wa.gov.au/ 

On request these reports may be made available in an alternative format 
for those with visual impairment. 
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