


Management and Accountability—Corporate Governance

The department’s governance framework is built upon sound principles of authority, accountability,
stewardship, leadership, direction and control exercised in the organisation.

The DVA governance framework consists of the:

>

>

>

>

>

legislation under which the department operates;

APS Values and Code of Conduct;

Portfolio Budget and Additional Estimates Statements;

Corporate Plan, which underpins DVA’s business planning;
Information and Communications Technology (ICT) Strategic Plan;
Workforce Strategy;

Risk Profile including risk management strategies;

Fraud Control Plan;

DVA Service Charter, focussing on the effective and efficient delivery of services to the veteran
and defence communities;

Chief Executive Instructions;
DVA Managers’ Guide;
strategic audit and review program;

performance framework, which gauges DVA's performance against the outcomes and outputs set
by government and the corporate priorities for excellence in service delivery;

financial reporting;
Annual Report; and

corporate governance committee structure.

The department continues to refine its committee structures, building on the rationalisations
implemented in last year’s restructure to further hone its governance arrangements covering
information and communications technology.

Department of Veterans’ Affairs

Annual Report 2007-2008



Governance committees

Figure 21 DVA’s corporate committees—several sub-groups, some of them time-limited,
operate within this structure.

Secretary
Executive Management Group Audit Committee
Resources Information Operations Integrity Financial Compliance
Committee Committee Committee Committee Sub Committee

Executive Management Group

The Executive Management Group is concerned with DVA’s internal management and determines
and evaluates progress on its strategic directions. The EMG supports the Secretary in the discharge
of his responsibilities, particularly to manage the department’s business in a way that promotes

the efficient, effective and ethical use of Australian Government resources. The members of the
committee are the Secretary (Chair), Deputy President and Services Member of the Repatriation
Commission, Deputy Commissioners from each state and the Northern Territory, General Managers,
the Chief Information Officer and the Chief Finance Officer. The Principal Medical Adviser, the
Principal Adviser Learning and Development and the National Manager People Services attend all
meetings and other National Managers may be invited to attend as subject matter experts. The EMG
met eight times during the year.

Ayj1gejun029y pue juawabeuepy

(=]
3
>
=
=
=
m
=
=]
(=]
m
=
m
—
m
=
=
=
@
>
m
=
=
w

Audit Committee

The National Audit and Fraud Committee’s functions were split in October 2006. Fraud control
shifted to the department’s new Integrity Committee, while the remnant body was renamed the Audit
Committee. The Secretary ratified the Audit Committee’s Charter, part of the updated Internal Audit
and Assurance Strategy, in December 2006.

The Audit Committee’s objectives are to:

» review and monitor the efficiency and effectiveness of the internal audit (including the audit of
information and communication technology), evaluation, risk management and fraud control
functions of the department;

» assist the Secretary in his responsibility to ensure that the control framework remains effective
and supports the objectives of DVA;

» review the objectivity and reliability of externally published financial information;
» assist the Secretary to comply with all legislative and other obligations; and

» ensure that a professional working relationship is maintained with the Australian National Audit
Office (ANAQ).
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The committee comprises the Deputy President (Chair), three General Managers (although it began
with all five GMs earlier in the year), two Deputy Commissioners and two independent members
and provides a forum for communication between senior management and the internal and external
auditors. The committee met five times during the year.

Financial Compliance Sub-Committee

The Audit Committee’s Financial Compliance Sub-Committee was formed in October 2006 to advise
its parent body on the preparation of financial statements compliant with Australian Government
regulations and accounting standards, and to implement a certificate of compliance program. Its
activities form a standing item on the Audit Committee’s agenda.

The sub-committee met eleven times during the year. Its members are the General Managers
Corporate and Business Integrity (co-Chairs), three National Managers, one Deputy Commissioner,
the Director Risk & Audit Management, and an independent member who holds accountant’s
qualifications and also sits on the Audit Committee. The sub-committee also has a representative of
KPMG acting as an adviser and it may invite ANAO auditors for additional advice.

Resources Committee

The Resources Committee was created to provide independent advice and assistance to the
Secretary and the EMG. The committee continues to focus on maintaining DVA’s financial health
and providing assurance that DVA’s objectives and goals are achieved efficiently and economically.
It provides advice on DVA’s people management strategies, policies and practices.

Committee members are the Deputy President (Chair), the Deputy Commissioners for New South
Wales, Queensland and Western Australia, General Managers, the Principal Adviser Learning and
Development, the Chief Finance Officer and the National Manager People Services. The committee
met eight times during the year.

The committee’s functions relating to financial matters are to:

» oversee the annual external Budget process consistent with the recommendations of the Budget
Estimates Framework Review;

» develop, implement and monitor DVA’s funding models negotiated with the Department of Finance
and Deregulation;

» develop and maintain strategic and integrated financial plans for the current and future years,
including short and long term risks;

» determine annual internal budget allocations and monitor departmental and administered
expenditure against allocations;

» develop and monitor capital management plans and manage the process for investment
proposals from business lines;

» advise the Secretary on the department’s financial sustainability required as part of the annual
Certificate of Compliance process;

» develop and maintain effective monthly and annual financial reporting; and

» ensure financial systems meet government and legislative requirements and support business
processes effectively.

Department of Veterans’ Affairs
Annual Report 2007-2008



The functions relating to people matters are to:
» provide direction and guidance on people initiatives;
» oversee the development and application of an effective workforce planning strategy;

» ensure learning and development plans are consistent with DVA's long-term staffing and veteran
services requirements;

» monitor the industrial environment and identify significant issues, including occupational health
and safety issues; and

» provide strategic advice on the potential usefulness or impact of people management
developments in the public and private sector.

Operations Committee

The Operations Committee provides advice and assistance to the Secretary and the EMG on

all matters relating to business operations, to ensure the maintenance and, where possible,
enhancement of quality service to the veteran and defence force communities. Committee members
are the General Manager Service Delivery (Chair), the Deputy Commissioners for Victoria and South
Australia (representing all Deputy Commissioners), the remaining General Managers and seven
National Managers representing all divisions. The committee met every six to eight weeks during
the year. Membership is reviewed every two years.
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The Information Committee provides a cohesive, corporate-wide overview and direction for strategic
information and communication technology management through:

» ensuring information management and technology strategies are developed in conjunction with
corporate strategies;

» ensuring the ICT Strategic Plan is driven by pertinent priorities of the Corporate Plan;
» considering the importance of information as a strategic resource;

» considering recommendations of the Curam Project Board and Business Architecture Committee
regarding strategic projects; and

» monitoring performance of IT systems in accordance with business priorities.

The members of the committee are the Deputy President (Chair), General Managers, two Deputy

Commissioners, the Chief Information Officer, the National Manager Business Modernisation and

Integration, the Chief Finance Officer and an independent member. The committee met six times
during the year.

Integrity Committee (formerly Integrity and Risk Committee)
The Integrity Committee oversees the department’s external activities to monitor fraud and
compliance, as well as the consistency of its internal activities and decisions.

The committee seeks to promote a strong departmental culture of integrity and compliance by
establishing the tools that instil a workplace culture based on personal integrity, leading to good
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decision-making and fair dealing. The robust and transparent community compliance framework
aims to assist veterans, suppliers and providers understand their rights and obligations and how to
meet the department’s standards.

During 2007-08 the original Integrity and Risk Committee title was changed to avoid confusion
caused by “risk” in the name. Furthermore, the committee’s Terms of Reference were amended to
align its membership to a size and composition as recommended in the Australian National Audit
Office Better Practice Guide for Public Sector Audit Committees.

The amended membership of the committee is Deputy President (Chair); Independent Member
(Integrity Advisor); General Managers (Service Delivery, Policy and Development, and Deputy
Commissioner (NSW/ACT). In addition, an internal advisory group consisting of General Manager
(Business Integrity), National Manager (People Services) and National Manager (Investigation Practice
Group) assists the committee.

Chief Executive Instructions

The Secretary is required by the Financial Management and Accountability Act 1997 to manage the
department’s affairs in a way that promotes the efficient, effective and ethical use of Commonwealth
resources. The Secretary is authorised to give Chief Executive Instructions (CEl) to staff and
contractors in the department to provide a policy framework for financial risk management and
decision-making and encourage sound judgement, fiscal discipline and responsibility.

The Secretary issued 67 CEl dealing with financial matters such as:
» handling, spending and accounting for public money;

» making commitments to spend public money;

» recovering amounts owing to the Commonwealth;

» acquiring public property;

» using or disposing of public property;

» the proper use and management of public money, public property and other Commonwealth
resources; and,

» proper accountability for the use and management of these resources.

Strategic plans and business planning

Corporate Plan

DVA has a three-year corporate plan, setting out the department’s priorities from July 2006 to
June 2009. The department’s main challenge is to maintain service levels while resources decline
in parallel with the decline in World War Il veterans and war widows.

The Corporate Plan sets out the priorities for the future:

> to develop a long-term workforce strategy to ensure DVA has people with the right skills to
deliver high quality services;

Department of Veterans’ Affairs
Annual Report 2007-2008



» to implement the department’s new IT applications framework which integrate systems to meet
current and future business needs; and

» to continue to review our processes and practices to find business improvements.

In order to assess progress against the priorities identified in the 2006—2009 Corporate Plan on
an annual basis, the department has also introduced a report card process which assists the
department in implementing and maintaining long-term strategies to meet its business objectives.

Information and Communication Technology Strategic Plan

The Information and Communication Technology (ICT) Strategic Plan articulates DVA's information
and communication technology strategic directions, objectives and key initiatives. The ICT Strategic
Plan was developed as a companion document to the Corporate Plan. The new plan covers 2006—09
and was released with the Corporate Plan on 30 June 2006.

The ICT plan is built upon four long-term imperatives:
» standardisation;

» simplification;

» renewal and consolidation; and

» continuity.

The ICT Strategic Plan seeks to standardise DVA’s applications environment using the Curam
integrated framework, simplify business processes using Cluram’s in-built application functionality
and undertake a program of modernisation and integration whilst ensuring that support for existing
legacy systems is maintained.
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Significant progress has been made this year, including:
» basing all ICT solutions on business architecture principles;

» interchangeable work processes through business improvement projects such as Employee Self
Service, training and travel, electronic payment of accounts and Parliamentary workflow;

» workplace flexibility through the collaboration tools project, remote access and new WAN
services; and

» external inter-operability standards through active participation in the Access Card Program;
introducing IT changes that support New Policy Proposals such as Centrelink pension matching,
entering a new business relationship (SISA3) with IBM, and participation on whole of government
architecture working groups.

DVA has implemented Curam infrastructure and re-engineered several business processes, including
new governance processes that require project concept outlines and business cases. All ICT projects
now need approval through a Design Authority, the Business Architecture Committee and Information
Committee.
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Performance framework

DVA's performance framework gauges performance against the outcomes set for it by the
Government, assessing performance against:

» outputs and client service standards using timeliness, quality, quantity and cost indicators; and

» objectives relating to key result areas of effective service standards, partnerships, staff
commitment, business performance and prudent financial and risk management.

The monthly performance scorecard, oneDVA Report Card, is the department’s strategic performance
management tool. It is considered by the EMG each month and provides concise financial,
operational and strategic information that allows senior management to monitor and oversee DVA
activity and plan future directions. The performance measures in the Report Card are focused on
matters of national and strategic importance.

The EMG also receives reports from each of the major governance committees. In addition, the
department uses audit services to evaluate its performance across a range of effectiveness,
efficiency and financial standards based on risk management principles.

Risk management

Risk management continues to be integrated with major business processes in DVA, including
through the identification, assessment and management of risks at:

» the enterprise level, where risks could impact on major departmental objectives;
» the business group level, in business planning and reviewing processes; and
» the project level, including in implementing major initiatives and systems.

DVA undertook a department-wide risk assessment exercise in 2007 to update the department’s
business risks and fraud risk schedule. Generally, the risk assessments were integrated with
business groups’ business planning. An updated set of enterprise risks arose from the exercise,
including risks relating to client outcomes, client stakeholder groups, public stakeholders, providers
and suppliers, internal capabilities including ICT and financial capabilities and DVA's relationship
with other government agencies. The exercise also assisted in the formulation of the department’s
internal audit strategy and in updating the Fraud Control Plan.

Benchmarking

During March 2008, DVA participated in the 2008 Comcover Risk Management Benchmarking
Program. Participation in the Program provides DVA with an opportunity to measure its progress in
implementing its risk management framework and to compare its progress against other Comcover
members. It also allows DVA to identify key areas for further improvement.

The content and scoring in the 2008 round remained unchanged, with performance being assessed
against the five Key Result Areas (KRAs) of Risk Management Governance, Risk Sharing, Business
Continuity Management, Communication and Training and Monitoring and Review. DVA improved its
score from last year and achieved a 7.9 per cent discount on its insurance premiums. Compared to
similar large agencies, DVA achieved above average scores in all five KRAs.
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Insurance

DVA's insurable risks are covered through its Comcover insurance arrangements. DVA runs an
annual review to ensure the correct policies and levels of cover are in place, while maintaining the
appropriate level of risk retention. Participation in the Comcover Risk Management Benchmarking
Program allows DVA to take advantage of premium discounts aligned to its overall score.

Business continuity

DVA’s Business Continuity Plan is an integral element of its risk management framework and
provides assurance that essential services will continue to be provided following a major disaster.
In 2007-08 work continued to focus on fine tuning contingency plans in line with the impact of
changes under the 2006—07 departmental restructure, oneDVA. Regular testing of the plan is
scheduled for 2008—09.

Health care providers compliance monitoring

DVA’s program of compliance monitoring operates within a Community Compliance model, also
adopted by other agencies. The program covers the range of care provided to treatment card
holders, and during the year included reviews of private hospitals, allied health providers and
pharmacy. From a total of 532 cases monitored across the compliance spectrum, 208 of which were
identified during the year, 317 were actioned and 215 were in the process of recovery action or

counselling.

Australian peacekeepers have been in the field continuously since 1947, participating in
almost 50 separate multinational operations providing forces and leadership for peace
observation and enforcement, weapons destruction, de-mining, training and disaster relief. At
least 30,000 Australians have served in more than two dozen theatres of conflict around the
world, as well as a similar number of disaster-relief operations.
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Disaster recovery

The Information and Communications Technology Disaster Recovery (DR) Plan represents a
significant investment in the continuity of services to veteran clients and their families. In the event
of a disaster that de-commissions or significantly impairs DVA’s main data centre at Tuggeranong in
the ACT, there is now a plan in place to recover business functionality and ensure critical services
are operational as quickly as possible.

Yearly testing and validation of the DR Plan is necessary to ensure DVA’s continued ability to recover
ICT systems in the event of a disaster. During these tests, the Tuggeranong data centre was placed
offline and all functionality transferred to the new Deakin data centre, also in the ACT, to verify

that critical ICT services and applications could be available within three days of a disaster. During
2007-08, DVA successfully tested its DR plan.
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Security
In 2007-08 DVA started upgrading its overall Protective Security arrangements.

This included:

» developing and implementing a comprehensive security structure, combining the protective and
information security functions into a single cohesive security unit, and setting up a network of
trained security advisors in each major location;

» reviewing protective and information security policies, procedures and staff guidance materials;

» commencing a comprehensive security education and awareness training regime, with the
introduction of an online security awareness package and a security induction briefing for all new
starters; and

» establishing new security incident protocols.

These initiatives enhanced our ability to identify and treat risks associated with security related issues.

Fraud

The DVA Fraud Control Plan covering 2007-08 to 2009-10 was approved by the Secretary during
the 2007-08 year. The Audit Committee oversaw the development of the plan and monitors the
achievement of action items.

The current number of investigations was reduced by 46 from 275 to 229 cases over the year.
The number of new investigations opened during the period was 136. Of the 182 finalised
investigations, nine cases resulted in convictions and two cases that went to court did not result in
convictions. The outcome of the remaining cases saw 48 finalised administratively and, for

123 cases, no offence was detected.

The estimated value of these cases finalised was $1.2 million. Some of these losses are recovered
by instalments over many years. The figure only reflects the value of debts raised in the cases
finalised. It does not include the savings to the Commonwealth from the future reduced or stopped
payments to beneficiaries or health providers. Furthermore, it does not take into account the
“deterrent effect” which fraud investigations have on the community. This value is difficult to derive.

The table below gives more information on fraud investigations conducted by DVA staff and the
outcomes of these cases.

Table 66 Fraud control detection and prosecution activities

Current cases at 30 June 2008 12 216 1 229
Matters before the courts 6 6
Matters referred to Commonwealth 3 13 16

Director of Public Prosecutions
Convictions 3 6 9

Finalised cases 13 167 2 182
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Internal scrutiny

The department’s internal audit services are provided by KPMG contractors based in the
department’s Canberra office. The internal audit section carries out independent and objective
assurance and consulting activities in accordance with the department’s internal audit and
assurance strategy and Institute of Internal Auditors standards. The section carries out program
reviews and financial and ICT audits. It also advises and assists the department in corporate
governance, risk management and fraud control.

The annual internal audit program follows the department’s assessment of risk in the various
business areas, but is based on the premise that no area of the department should be exempt from
examination. Generally, each business area should be reviewed at least once every three years.
This audit and review program is co-ordinated with the work of the ANAO and the department’s
other assurance functions, including quality assurance programs. The section checks that the
recommendations of the internal audit reviews and relevant ANAO reviews are implemented in the
business areas.

The internal audit section reports to the Audit Committee each quarter on the annual internal audit
program’s progress including the implementation of recommendations; key performance indicators
including client satisfaction surveys; and emerging issues.

The department’s three-year contract with KPMG, which commenced on 4 January 2005, has been
extended for two years, expiring on 31 December 2009.

External scrutiny

Reports by the Auditor-General

The Auditor-General published two reports in 2007—08 that specifically related to DVA. The
recommendations from these reports have been followed up and reported to the Audit Committee.
These reports were:

> Report No 18 of 2007-2008, Audits of the Financial Statements of Australian Government Entities
for the Period Ended 30 June 2007. This audit report provided a summary of the final results
of the audits of the financial statements of all Australian Government entities, including the
Consolidated Financial Statements for the Australian Government. In relation to DVA the ANAO
reported three moderate control weaknesses (B findings). Of these, the finding concerning the
IT Application Access matrices has been closed by ANAO.

The ANAO acknowledged DVA's significant progress in the Disaster Recovery Plan (DRP) and
downgraded this finding to a procedural matter (C finding). The DRP testing was successfully
carried out over the weekend of 17-18 May 2008. The only moderate control weakness that
remained was the issue of capitalisation for internally developed software. A new capitalisation
policy was developed and all internally developed software was reviewed and re-evaluated to
ensure that it had been accurately recorded.

> Report No 44 of 2007-2008, Interim Phase of the Audit of Financial Statements of General
Government Sector Agencies for the Year Ending 30 June 2008. This audit presented the results
of the interim phase of the 2007-08 financial statements audits of all portfolio departments
and other major General Government Sector agencies. The report acknowledged the work
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commenced by DVA to resolve the issue of capitalisation for internally developed software
(mentioned in Report No 18 above). No new moderate control weakness was identified during the
interim phase of the 2007-08 Financial Statements audit.

ANAO reports tabled in Parliament were reviewed by Business Integrity Division and the Audit
Committee was notified of their tabling at each quarterly meeting. The results of implementation
activity were reported to the Audit Committee where DVA had responsibility for recommendation
implementation (including reports directed at other agencies but covering across the board issues) or
where the recommendations were considered to be of potential relevance to DVA. Reports to the Audit
Committee in 2007-08 covered recommendations from the following ANAO reports:

ANAO year 2006-07

> Report No 42: The ATO’s Administration of Debt Collection-Micro-business
» Report No 43: Managing Security Issues in Procurement and Contracting
> Report No 46: Management of the Pharmaceutical Partnerships Program
» Report No 49: Non-APS Workers

» Report No 53: Australian Federal Police Overseas Operations

ANAO year 2007-08

» Report No 6: Australia’s Preparedness for a Human Influenza Pandemic

» Report No 7: the Senate Order for Departmental and Agency Contracts (Calendar Year 2006 Compliance)
» Report No 31: Management of Recruitment in the Australian Public Service

Privacy

The Privacy Commissioner raised no complaints this year, although two outstanding from the year
before are still awaiting resolution by the Office of the Privacy Commissioner (OPC).

One complaint was finalised with a finding by the OPC of no breach of the Privacy Act by the
department.

No reports were served on the department under section 30 of the Privacy Act nor were any
determinations made under section 52 or served on the department under section 53 of the Privacy
Act. No determinations were sought under section 72 of the Act during 2007—-08.

Freedom of Information

Table 67 Freedom of Information (FOI) requests 2005-06 to 2007-08

Requests received 8330 7150 6491
Average time taken to process (days) 14.82 15.85 17.3
Percentage refused in full or part 1.19 1.49 2.12
Average cost per request $189.75 $198.90 $201.36
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During 2007-08 requests lodged under the Freedom of Information Act continued to decline,
dropping from 8330 in 2005—-06 to 6491 last year.

Rising salary costs and the decrease in requests have contributed to a slight increase on the
average cost per request. Also, in 2007-08, a total of $11,601 in fees and charges was collected.

The average time taken to complete a request was 17.3 days, an increase on the previous year. Of
the requests finalised, more than 90 per cent were processed within the 30 day statutory time limit.

Table 68 FOI requests by state for 2007-08

During 2007-08, the number of complaints to the Commonwealth Ombudsman about the
department has reduced. This mainly concerned the reduction in requests from the F-111 Deseal/
Reseal group. Most complaints to the Ombudsman related to delays in processing claims, and
decisions regarding the amount of pension granted.

NSW Vic aid WA SA Tas ACT Total
Received 2101 1226 2173 423 342 182 44 6491
Finalised 2075 1236 2102 413 366 174 45 6411
Granted in full 1914 1067 1954 386 332 156 25 5834
Granted in part 3 7 20 1 15 3 8 57 5 §
Y
Access refused 2 5 68 1 2 0 3 81 § g
Transferred 105 121 18 10 9 8 1 272 E E
Withdrawn 51 36 42 15 8 7 6 165 3 i
>
Outstanding 137 69 110 22 25 14 1 378 8 =
1 =
o (7]
Comments by the Ombudsman =
<
=
=
(7]

Decisions of courts and administrative tribunals

In 2007-08, the Federal Court of Australia and Federal Magistrates Court of Australia delivered
judgments in 19 matters involving decisions made under the Veterans’ Entitlements Act 1986.
While some of these cases concerned procedural issues relating to the conduct of reviews by the
Administrative Appeals Tribunal (AAT), several concerned important issues of general application for
decision-makers under the Act.

Identification of the claimed injury or disease

In Repatriation Commission v Brady [2007] FCA 1087 the Federal Court emphasised the need to
correctly identify the claimed injury or disease. In that case the AAT found that the applicant suffered
from ‘alcohol dependence or alcohol abuse’. The Court held that the AAT had erred in law in failing
to identify which of these two disorders the applicant had actually suffered. The relevant Statement
of Principles had different diagnostic criteria for each disorder, and the factors in the Statements

of Principles required clinical onset of the relevant disorder to occur within a certain timeframe.

The Court held that the time of clinical onset can be determined only if the relevant disease is first
properly identified because the time of clinical onset depends on when the particular disease’s
diagnostic criteria were first satisfied.
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In Repatriation Commission v Hill [2008] FCA 50, the Federal Court agreed with the judgment in Mines v
Repatriation Commission [2004] FCA 1331 that in deciding whether a claimant suffers from posttraumatic
stress disorder, ‘the decision-maker must be reasonably satisfied that the traumatic event occurred’. A
decision-maker cannot proceed to the Deledio steps (as set out in Repatriation Commission v Deledio [1998]
FCA 391 and modified in Bull v Repatriation Commission [2001] FCA 1832) in a case concerning posttraumatic
stress disorder until the diagnosis has been confirmed by being satisfied that the traumatic event occurred.
This approach was also followed in Drew v Repatriation Commission [2008] FCA 537.

Identification of the ‘kind of death’

In Gittins v Repatriation Commission [2007] FCA 1380, the Federal Court held that it was correct for the AAT to
characterise the *kind of death’ by reference to the ‘actual medical cause of death’ for the purpose of applying
a Statement of Principles rather than a suggested contributing influence of ‘phobia of doctors’.

Reasonable hypothesis and Statements of Principles

In Gardiner v Repatriation Commission [2007] FCA 1290, the Federal Court considered the meaning of
‘reasonable hypothesis’ in s120(3) of the Veterans’ Entitlements Act 1986 and held that ‘the material ... must
point to the connecting hypothesis, rather than the connection remaining purely in the realm of conjecture or
speculation.’

In Repatriation Commission v Sergeant [2007] FCA 1408, the Federal Court emphasised the need for the
relevant hypothesis to be clearly identified by the decision-maker at step 1 of the Deledio process. Without
identifying the terms of the hypothesis that is said to be raised by the material, there can be nothing for the
relevant Statement of Principles to uphold under s120A(2), because it is the terms of the hypothesis that must
be tested against ‘the template’ of the Statement of Principles. In Repatriation Commission v Hill [2008] FCA
50, the Federal Court noted the role of a Statement of Principles is not as a template for factual finding, but ‘is
a template to deciding the reasonableness of an hypothesis.’

In Repatriation Commission v Newson [2008] FCA 401, the Federal Court held that where a factor in a
Statement of Principles requires being exposed to a particular causative agent or undertaking a certain activity
over a particular time period, at least part of the exposure or activity over that time period must relate to a
relevant period of the person’s eligible service.

In Tunks v Repatriation Commission [2008] FCA 521, the Federal Court held that a finding concerning the
accuracy of a witness’s evidence made at steps one to three of the Deledio process was impermissible fact-
finding and constituted an error of law. Such findings could be made only at step four.

Special rate

Once disability pension has been assessed at the special rate or intermediate rate, it cannot be reduced unless
the person is capable of working more than the statutory number of hours per week, or the decision to assess
pension at that rate was made because of a false statement or misrepresentation. In Godwin v Repatriation
Commission [2008] FCA 576, the Federal Court held that ‘false’ in that context does not mean intentionally
false, but means ‘objectively incorrect’.

Service pension assets test

In Sleep v Repatriation Commission [2007] FCA 1890, the Federal Court considered the exemption under

the assets test for assets designed for use by disabled persons. The Court upheld the decision of the Federal
Magistrates Court that assets designed for use by persons who are not disabled do not become assets
designed for use by a disabled person because of the intention of the disabled person or the particular way in
which it is used by the person.
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Management and accountability—DVA’s People

People strategies

The department is continuing to implement its Workforce Strategy 2006—-2009 which provides a
structured approach to meeting DVA’s future challenges. Key activities under the Strategy in
2007-08 have included the:

» development and launch of a Capability Framework. This tool provides a consistent message
about the capabilities required by all DVA staff now and in the future. It creates a shared
understanding of the behaviours, skills, competencies and supporting tools and processes needed
to sustain and refresh DVA’s culture and achieve business objectives;

» launch of online workforce reporting tools. These tools provide managers with online access to
workforce information to support decision making, and includes modelling capacity to support
workforce planning in 2008-09; and

» procurement of an online recruitment platform, to be launched during 2008—-09.

The department has continued to manage a targeted reduction in staff numbers in line with reducing
appropriations and falling workloads. This has been done through controlled vacancy management,
better planned recruitment, and the strategic use of voluntary redundancies. In addition, DVA
managed a program of staffing increases to respond to time-limited new policy proposal initiatives.
DVA has developed a model to assist the department monitor its progress toward staffing reductions
in order to meet its budget allocation in 2008-09.
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DVA’s workplace

Enterprise agreement

The current DVA Enterprise Agreement 2006—-2008 will expire on 31 December 2008. The agreement
has provided a 4 per cent per annum salary increase over the past three years and delivered the
following productivity improvements:

» implementation of the Review of Service Delivery Arrangements (oneDVA);
» implementation of Cdram;

» matching resources to workload,;

» continuing implementation of the Employee Self Service; and

» commitment to the Continuous Improvement framework.

Consultations have commenced with staff for a replacement collective agreement.

Australian Workplace Agreements

The department ceased offering Australian Workplace Agreements (AWAs) to staff in December
2007, in anticipation of the legislation to abolish these statutory instruments which came into effect
in March 2008. AWAs in operation at that time will continue until terminated.

Current AWAs provide for performance bonuses where staff meet agreed performance requirements
during the relevant assessment period. The rate of performance pay is detailed in the AWA. An
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additional bonus may be paid at the Secretary’s discretion where performance has been assessed as
exceptional. About one-third of DVA employees are party to an AWA.

Consistent with the Australian Government Employment Bargaining Framework released in February
2008, DVA intends that non-SES staff on AWAs will move to the next collective agreement.

More information about DVA salary ranges and performance payments can be found at Appendix B.

Non-salary benefits provided to employees

The department provides its employees a flexible, attractive and competitive remuneration package and
conditions. The SES remuneration package includes parking facilities at the workplace, airline lounge
membership and an Executive Vehicle Allowance that may be salary-packaged for a novated vehicle lease.

All staff, including the SES, have access to Commonwealth superannuation arrangements as part of their
remuneration entitiements. Staff also have access to flexible salary packaging administered by an external
provider at no cost to the department. On 30 June 2008, 351 employees (14.8 per cent) were salary-
packaging.

Developing our people

Throughout 2007-08, the department provided a range of general training sessions for staff from
protective security to managing geographically dispersed teams. The individual leadership development
program continues to be provided.

An online calendar was introduced to promote learning and development training in the department.
The calendar is updated regularly to meet the needs of managers and staff. The training programs
available to staff include:

» Practical Management Series;

» Managing dispersed teams;

» Project management;

» \Veterans’ Service Centre training; and

» Career Development Assessment Centre.

Entry level engagement programs

Graduates

The department ran two graduate programs during 200708, recruiting six Information and
Communication Technology (ICT) graduates in July 2007 for a 12-month program, and 15 generalist
graduates in February 2008 for a 10-month program.

Indigenous employment initiatives

The department participated in several programs aimed at improving the employment prospects of
Indigenous Australians in its workforce.

It engaged a contract management project officer as part of the Indigenous Australian Contract
Management Development Program in October 2007. This program is administered by the Department
of Education, Employment and Workplace Relations (DEEWR) and aims to increase the numbers of
qualified Indigenous contract managers in the Australian Public Service.
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In February 2008 the department engaged a cadet under the National Indigenous Cadetship Project
(NICP) to work with the Veterans Affairs Network office in Townsville. The NICP, administered by
DEEWR, aims to link Indigenous students with employers in a cadetship arrangement involving
full-time study and work placements throughout the course of their degree.

In February 2008 DVA's Graduate Program employed an Indigenous graduate under the auspices of
the Australian Public Service Commission’s centralised recruitment round for Indigenous graduates.

Performance information for human resource management

Measure: People strategies—recruitment and turnover

During 2007—-08 280 new ongoing employees commenced employment with the department, and 263
ongoing employees left, representing an annual turnover rate of 12 per cent. This compared to an annual
turnover rate of 11.2 per cent in 2006—07. The APS-wide turnover rate in 200607 was 6.7 per cent.

At 30 June 2008, there were 136 non-ongoing employees in the department who made up 5.7 per
cent of the total workforce. During the year 257 non-ongoing employees commenced, 279 non-ongoing
employees ceased, and 98 non-ongoing employees changed to ongoing. These employees are counted
in the 280 ongoing commencements.

Total employees of the department reduced from 2369 to 2366 during 2007-08, a net reduction of
0.1 per cent. This compared to a net reduction of 4.1 per cent in 2006—07.
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Ongoing Moved within APS: Promoted 13 Moved within APS: 66
Promoted/transferred
Transferred 57
Ongoing engagement of non-ongoing 98
Joined APS: Engaged 112 Left APS: Resigned/retired 197
Voluntary redundancy
Total ongoing commencements 280 Total ongoing cessations 263
Non-ongoing Non-ongoing commencements 257 Non-ongoing cessations 279
All employees All commencements 537 All cessations 542

Measure: Developing our people

Total expenditure on learning and development for 2007-08 was $4.60 million, 1.37 per cent of total
operating expenditure and an increase of $0.14 million on last year’s expenditure of $4.46 million.

Measure: Percentage of workplace absence

The average rate of workplace absence for DVA employees Australia-wide in 2007-08 was 6.64 per
cent, compared to the 2006—07 rate of 6.47 per cent. This represents 16.6 days’ workplace absence
per full-time equivalent employee. Workplace absence includes workers compensation leave and
periods of paid and unpaid leave for personal and miscellaneous purposes. Annual and long service
leave is not included.
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Management and Accountability—Social Justice and Equity

Client groups
Ahoriginal and Torres Strait Islander Veterans
Ceremonies Honouring Indigenous Veterans

Following the successful organisation of ceremonies to honour Indigenous veterans in 2007,
DVA took part in Reconciliation Week ceremonies in Townsville, Brisbane, Sydney, Melbourne,
Cape Barren Island, Adelaide and Perth.

Cultural Awareness Training

The DVA Indigenous Veterans’ Liaison Officer provided staff training in cultural awareness.
The program was well received and is being evaluated.

Indigenous veterans’ database

DVA and the Australian War Memorial are developing a database of Indigenous soldiers and veterans
to help ensure that they are appropriately recognised and honoured, and that they and their families
receive the support they are entitled to.

Indigenous staff reference group
The Indigenous staff reference group will consider employment and retention strategies for

Indigenous staff and provide policy and program advice on matters that may affect Indigenous
veterans and their families.

DVA making a difference

DVA won Vision Australia’s 2007 Making a Difference Award, a national
prize which recognises individuals and organisations taking extra steps to ensure people who
are blind or have low vision can live life to the fullest.

The department was nominated for continued service to vision impaired members of the
veteran community.

Vision Australia invited Colleen Valentine of DVA's Parliamentary and Communication group to
accept the award on DVA's behalf, in recognition of her particular commitment to ensuring all
veterans have access to information through the Vetaffairs newspaper.

For nearly a decade the department has produced cassette tapes, and now CDs, of each
edition of Vetaffairs so that blind or low vision veterans and war widows can listen to the
articles in the newspaper.

About 2600 veterans and war widows receive Vetaffairs in audio.

Department of Veterans’ Affairs
Annual Report 2007-2008



Staff

Workplace diversity

DVA continues to encourage an inclusive working environment to help staff contribute to their
full potential. The department’s Workplace Diversity Policy and Action Plan 200508 sets out
the responsibilities of managers and employees to ensure workplace diversity principles are
incorporated into all aspects of human resource management.

The department sponsored activities to celebrate Harmony Day and International Women’s Day,
providing the opportunity to reflect on the value different cultures bring to the organisation and on
the achievements of women in society today.

To reinforce the department’s commitment to a workplace that is free from bullying and harassment,
specific training in these areas continued to be provided.

Employees with disabilities

The department’s commitment to employees with disabilities is set out in the DVA Enterprise
Agreement 2006-2008 and its Workplace Diversity Policy and Action Plan 2005-2008. DVA
continues to maintain systems and processes to support employees with disabilities in the
workplace.

Ethics

DVA’s Corporate Plan states that integrity, honesty, fairness and openness underpin its approach
to business. Staff are required to attend presentations on APS values, ethics and the APS Code of
Conduct. Chief Executive Instructions regulate financial processes.
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DVA has a comprehensive policy on the use of the department’s electronic facilities, including email,
intranet and internet. There is an ongoing information and education campaign to ensure staff are
aware of their rights, responsibilities and obligations.

All research proposals involving veterans are considered by the DVA Human Research Ethics
Committee (see Appendix L).
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Management and Accountability—Purchasing and Assets Management

Purchasing

DVA is one of the largest purchasers of health services in Australia. These services are purchased
through arrangements with public, private and non-profit organisations, including large companies,
small and medium enterprises and individual owner-operators.

Support services, including information and communication technology, audit, travel and office
supplies are provided through strategic arrangements with public and private sector organisations.
Contracts are also let for commemorative projects, including significant wartime anniversaries such
as the Anzac Day services at Gallipoli.

DVA’s purchasing activities are coordinated through the Contract Advisory Unit (CAU) of the Contracts,
Property and Security Services Unit which advises on government procurement requirements; lease
holdings and leasing strategies; security services; and provides tools and day-to-day assistance in
the management of contracts, assets and facilities.

CAU provides specialist business and legal advice to all areas of the department engaged in
procurement. Its services include contracting templates, better practice guides on all aspects of the
procurement cycle, and contract management advice. The CAU is also responsible for departmental
procurement policy, in accordance with government guidelines.

Many of the department’s contracts are listed on DVA's Contracts and Indemnities Register Online,
which assists the department meet its monitoring and reporting obligations. The register’s data will
be incorporated into the department’s financial management system during 2008—-09.

Consultants

DVA engages consultants to provide professional and independent advice. During 2007-08 94
consultancy contracts from previous financial years were active, involving a total actual expenditure
of $3.241 million. New consultancies entered into during 2007—08 and valued at $10,000 or more
are listed at Appendix D.

Table 70 Expenditure on consultancies 2006-08

2006-07 515

2007-08 3.24

Total 8.39
Please see A dix D-Ei of external for a list of external consultants engaged during 2007-08.

Competitive tendering and contracting

Competitive tendering and contracting (CTC) relates to the contracting-out of government activities,
previously performed by an Australian Government agency, to another organisation.
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All DVA contractual arrangements have in place a facility for the Auditor-General and all
accountability personnel to access contractual material.

DVA did not conduct any CTC activities during 2007-08.

Exempt contracts

The department sought no exemptions from gazettal under the Freedom of Information Act 1982
during 2007-08.

Information and communications technology

DVA continues to use innovative approaches and latest technology products and services to provide
cost-effective ICT support for its business operations. During the year, DVA paid $31.1 million to
IBM Australia for ICT infrastructure services, $20.4 million to other ICT suppliers and $4.7 million for
telecommunication costs. This compares with spending in 2006—07 of $41.9 million, $13.7 million
and $3.7 million respectively (these figures do not include GST).

Assets management

DVA runs an effective asset management program, registering assets on receipt in the department’s
financial management system and conducting annual stock takes. A range of assets to support
refurbishments were procured during the year.

Accommodation

DVA's property portfolio had several changes during 2007—08. DVA reviewed accommodation in the
major capital city sites, checking that space utilisation was optimal.

The VWCS-Veterans and Veterans Families Counselling Service Melbourne office was successfully
re-located to new premises in Level 4, 440 Elizabeth Street. Staff moved in mid-September 2007.
The consolidation of properties within the ACT continued in 2007-08, with staff from four properties
moving into Lovett Tower.
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Management and Accountability—Support Services

Support services are classified as enabling activities under the department’s outcome and outputs
framework. They include management of the department’s financial resources, policies and
systems and services to the Minister, the Repatriation and Military Rehabilitation and Compensation
Commissions and the department’s executive.

Legal services

The Legal Services group provides a range of legal services to the Minister, the Repatriation
Commission, the MRCC and other areas of the Veterans’ Affairs portfolio (e.g. the Australian War
Memorial). During 2007-08, a significant legislation program was undertaken by the Government,
leading to the enactment by Parliament of the following Acts:

Sacial Security and Other Legislation Amendment (Welfare Payment Reform) Act 2007

This Act gives effect to the Government’s welfare reform measure. The Act established a national
income management regime that applies to a person in receipt of welfare payments, whose child

is at risk of neglect, is not enrolled at school, or fails to attend school adequately. The part of the
affected person’s payment that is subject to income management will, generally, be used to pay the
priority needs of that person, their partner and their children. The Act also establishes an income
management regime that applies in respect of people on certain welfare payments in the Northern
Territory, as part of the Commonwealth’s Northern Territory national emergency response, and in
Cape York. There will be no overall reduction in payments as a result of these measures.

The measures apply to recipients of Veterans’ Affairs income support pensions.

Veterans’ Entitlements Amendment (Disability, War Widow and War Widower Pensions) Act 2007
This Act increased the rates of extreme disablements adjustment disability pension, general rate
disability pension and the previously non-indexed component of war widows and war widowers
pension. The Act also introduced new indexation arrangements for general rate disability pension
and the previously non-indexed component of war widow and war widower pension whereby these
rates will be indexed twice annually with regard to both the Consumer Price Index and Male Total
Average Weekly Earnings.

Families, Housing, Community Services and Indigenous Affairs and Other Legislation Amendment
(2008 Budget and Other Measures) Act 2008

This Act gave effect to a number of the Government’s 2008 Budget measures including the Veterans’
Affairs portfolio measure to increase the eligible age for partner service pension from age 50 to
‘qualifying age’. Qualifying age is age 60 years for males and is currently 58.5 years for females.

The Act also provided for voluntary income management for person’s receiving income support from
either Centrelink or the Department of Veterans’ Affairs.
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Families, Community Services and Indigenous Affairs Legislation Amendment (Further 2007
Budget Measures) Act 2007

This Act gave effect to a number of the Government’s 2007 Budget measures. Several
enhancements were made to the Pension Bonus Scheme including allowing the surviving partner of
a deceased member of the pension bonus scheme to receive the bonus their partner had accrued
and allowing more discretion to accept late Pension Bonus Scheme claims in special circumstances.

The Act also increased the threshold for funeral investments which are exempt from the income and
assets test from $5000 to $10,000. The new threshold will also be subject to indexation in line with
increases in the Consumer Price Index.

Social Security and Veterans’ Entitlements Legislation Amendment (One-off Payments and Other
Budget Measures) Act 2008

This Act gave effect to a number of the Government’s 2008 Budget measures to provide extra
assistance to certain older Australians and members of the veteran community. Persons of qualifying
age receiving an income support payment or senior concession allowance received a one-off
payment of $500 per eligible person.

Social Security and Veterans’ Affairs Legislation Amendment (Enhanced Allowances) Act 2008
This Act increased utilities allowance and seniors concession allowance to $500 per annum and
introduced quarterly payments of the allowances. It also extended eligibility for utilities allowance to
persons under qualifying age and receiving service pension or income support supplement. Finally,
the Act increased telephone allowance for persons with a home internet connection.
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Veterans’ Entitlements Legislation Amendment (2007 Election Commitments) Act 2008

This Act gave effect to a number of the Government’s 2007 Election Commitments. The Act extended
the automatic grant of pension to the eligible dependant of a deceased veteran or member, where
the deceased veteran or member immediately before his or her death, was in receipt of intermediate
rate or temporary special rate disability pension. The Act also extended eligibility for income support
supplement to a war widow or war widower who is under qualifying age. Finally, the Act extended
the 12 week bereavement payment to the estate of a single veteran or member in receipt of special
rate or extreme disablement adjustment disability pension who died in indigent circumstances.

Other Legislation

Minor amendments were made to Veterans’ Affairs legislation by the Defence Home Ownership
Scheme (Consequential Amendments) Act 2008, the First Home Saver Accounts (Consequential
Amendments) Act 2008 and the Superannuation Legislation Amendment (Trustee Board and Other
Measures) (Consequential Amendments) Act 2008.

The Family Law Amendment (De Facto Financial Matters and Other Measures) Bill 2008 was
introduced into Parliament on 25 June 2008 and will make minor amendments to the Veterans’
Entitlements Act 1986.

The Military Memorials of National Significance Bill 2008 was introduced to Parliament on
19 March 2008 and will provide a mechanism that will enable a memorial which is located
outside the ACT and meets specified criteria, to be recognised as a Military Memorial of
National Signifiance.
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Legal Services Expenditure 2007-08

Requirement to report

The following information about legal services is required to be published under paragraph 11.1(ba)
of the Legal Services Directions issued by the Attorney General under section 55ZF of the Judiciary
Act 1903. The department’s total legal services expenditure in 2007—-08 was $10.29 million.

External legal services

The Department of Veterans’ Affairs spent during 2007—08 a total of $7.33 million on external
services which included disbursements and engaging counsel. This included advice on litigation,
procurement, contracting and management issues.

Guidance note 2 of 2006 of the Legal Services Directions recommends the department publish
external legal service expenditure on solicitors and counsel, and that in relation to expenditure on
counsel, the number of counsel briefed and the value of briefs be reported separately, for male and
female counsel.

Table 71 External legal services expenditure (GST included)

External expenditure on solicitors $6 385 074
External expenditure on counsel $832 608
Male counsels briefed 21
Value of briefs to male counsel $445 675
Female counsel briefed 10
Value of briefs to female counsel $386 932
Other disbursements on external legal services $114 303
DVA'’s total external legal services expenditure $7 331 985

Internal legal services

The Legal Services Group is responsible for providing internal legal services. This includes all legal
advice related to legislation administered by the Minister for Veterans’ Affairs, the management of
the Minister’s legislation program, the drafting of legislative instruments and related documentation
and the conduct of all non-military compensation litigation at superior courts.

The total direct salary and overhead costs for the Legal Services Group in 2007—08 were about
$2.15 million.

Litigation matters involving claims under the Safety, Rehabilitation and Compensation Act 1988 and
the Military Rehabilitation and Compensation Act 2004 are managed by the Military Compensation
group which has one legally qualified APS employee who assists in providing instructions to a panel
of law firms on matters before the Administrative Appeals Tribunal and the Federal Court.

In addition the department’s Contract Advisory Unit provides services of a legal nature in support
of the department’s procurement and contracting activities. The direct salary and overhead cost of
these legal services was about $585,000.
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The Veterans’ Review Board also has internal staff providing services of a legal nature, with direct
salary and overhead costs of $226,000.

In summary, the department spent $2.95 million in 2007-08 on direct salary and overheads on
lawyers’ services.

Reporting under Paragraph 11.2 of the Legal Services Direction 2005
The Department of Veterans’ Affairs has undertaken an exercise to enable the Secretary to report that;

» the Department of Veterans’ Affairs has appropriate systems and procedures in place to ensure
compliance with the Directions; and

» this Department of Veterans’ Affairs has no record of any alleged, possible or determined breach
of the Directions by this Department of Veterans’ Affairs during the financial year 2007-08.

Media and communication activities

During 2007-08, the Parliamentary and Communication group (P&C) provided wide-ranging public
affairs services to the Minister, the two commissions and the department. Its services included issues
management and media liaison, developing and implementing strategic communication initiatives,
and publications production. The group also published the department’s newspaper, Vetaffairs.

The group provided support to the department for the commemorations programs marking the

40" anniversary of the Battles of Fire Support Bases Coral and Balmoral and the 90 anniversaries of
significant Western Front battles involving Australian troops. In particular, P&C supported Anzac Day
commemorations at Villers-Bretonneux, France, and Gallipoli, Turkey. It also supported the Australian
Government’s veteran missions to the dedication of the Parit Sulong memorial in Malaysia in 2007
and The Park of the Australian Soldier in Be’er-sheva, Israel in 2008.
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Communication support for new announcements included the release of the Dapsone Exposure and
Australian Vietnam Service: Mortality and Cancer Incidence Study 2008 and the Vietnam Veteran
Family Study. A full list of ministerial media releases can be found at Appendix F.

The department produced many publications to promote ongoing programs and new programs and
events, including the Af Ease mental health education program. It also produced material for Anzac
Day commemorations at Gallipoli, Villers-Bretonneux, Isurava, Sandakan, and the 40" anniversary of
the Battles of Fire Support Bases Coral and Balmoral and 90™ anniversary of the Charge of the Light
Horse. A full list of the major publications produced in 2007-08 can be found at Appendix F.

The Department’s internet and intranet sites are maintained by P&C. The group conducted a
major review of DVA's internet sites, forming a blueprint for new content and design to be added
throughout 2007-08. The Office of Australian War Graves, At Ease and The Right Mix internet sites
were also revamped.

Records and mail management

The department upgraded its records management system, TRIM, in 2007—-08, providing training
and support as part of the rollout of enhanced capabilities. The department commenced a program
of consolidation of records repositories beginning with the June 2008 closure of the East Victoria
Park Repository in Western Australia. Consolidation will provide for more efficient and cost effective
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storage and servicing of the department’s substantial records holdings. The department made
significant achievement in sentencing programs and establishing nationally consistent records
practices. Further consolidation will occur over coming years.

Services and support to the Minister

The department registered 7203 letters to the Minister in 2007-08, 20 per cent more than the
5732 registered in 2006—07. The major themes of correspondence through the year were Gold Card
eligibility criteria; queries relating to disability compensation; commemorative activities; and specific
issues seeking the Minister’s support.

Figure 22 Comparison of Ministerial correspondence registered over the past five years
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The Ministers have requested that the department prepare responses to his correspondence within
seven days for urgent correspondence, 14 days for routine correspondence and 21 days for complex
correspondence.

In 2007-08 the department prepared 73 per cent of ministerial correspondence within these
timeframes.

Figure 23 Timeliness of Ministerial correspondence—percentage of responses to
correspondence completed on time over the past five years
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Figure 24 Comparison of documents prepared for Minister, Parliament and Cabinet
over the past five years
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Supporting the Minister, Parliament and Cabinet

The department prepared 1403 documents for the Minister, Parliament and Cabinet compared with
1120 in 2006-07.

Table 72 Summary of documents prepared for the Minister, Parliament and Cabinet
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General Briefs 998
Questions on Notice 13
Cabinet Submissions 1
Coordination Comments 35
Question Time Briefs 100
Current Issues Briefs 167
Senate Estimates Briefs 89

Services and support to the Commissions

During the year, the Repatriation Commission met on ten occasions and the MRCC once. They also
considered submissions out of session.

Supporting the Repatriation Commission

During 2007-08 the department prepared 82 submissions for consideration by the Repatriation
Commission compared to 128 submissions in 2006—07.

Supporting the Military Rehabilitation and Compensation Commission

During 2007-08 the department prepared 40 submissions for consideration by the Military
Rehabilitation and Compensation Commission compared to 43 in 2006-07.
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Business analysis and statistical information

The Statistical Services and Analysis section provides statistical and business information about
DVA's clients. During the year it developed projections of populations of beneficiaries in regional
areas by electorate, service level area, remoteness; and disability pensioners sorted by conflict
and treatment card. The section also developed models of treatment card holders’ usage of health
services, and integrated pensions and health services data.

Financial resource management

The 2007-08 financial year was one of continued consolidation and change for the delivery

of financial services in DVA. Consistent with changes occurring throughout the department the
Resources group needed to position itself to better meet the needs of an evolving DVA while at
the same time consolidating and rationalising its work. Improvements to existing processes and
compliance were necessary but within the constraints of a reducing funding base. A number of
projects were undertaken during the year to achieve these outcomes.

During 2007-08 the department selected a new Budget Management System (BMS) to support

the departmental and administered aspects of its finances. Development took a large part of the
year with a number of elements coming on line towards the end of the financial year. The BMS will
provide the department with improved consistency and transparency in budget development and
efficiencies in financial reporting. It is anticipated that the BMS will free resources to perform deeper
analysis rather than preparing and producing budgeting and reporting data.

The Resources group prepared the 2006-07 financial statements, which were audited without
qualification, although the audit process did highlight a number of improvement opportunities

for the department. The Resources group developed a Financial Statements Program of Work

which included more than 30 projects aimed at improving the department’s financial statements
preparation processes and compliance with statutory requirements. One of the major projects on the
program related to the department’s capitalisation of internally developed software. This issue was
also subject to an ongoing moderate risk (category B) ANAO audit finding.

As a result of this work the department developed new policies and processes and conducted

a major review of its balance sheet. The department wrote-off several assets which had been
capitalised in error or did not meet the revised accounting policy and thresholds. These adjustments
have had a significant impact on the asset and equity position of the department as reflected in

the current year financial statements. For further information on the adjustments refer to the DVA
financial statements.
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Major changes also occurred in the accounts payable area. The department continued its automated
accounts payable project which involves processing invoices to the Financial Management
Information System by the use of scanning and intelligent character recognition combined with order
matching and approval workflow software. It also involves implementing a new purchase order
portal to facilitate user friendly purchase order creation and electronic authorisation. Both of these
initiatives improve DVA’s financial compliance with whole-of-government requirements. In addition,
the department transferred accounts payable functions from provider Queensland Clerical Solutions
(QCS) back to DVA after the expiry of QCS’s contract in late 2007-08.

Consolidation activities focussed on the centralisation of Receiver of Public Money (RPM) functions
across the nation into a single site and the introduction of a new Travel Management System.

The RPM consolidation has provided greater efficiencies and will be more scalable in the future.
The processing of all received cheques in a single site has also allowed improved compliance
with statutory requirements for the prompt banking of public money. An associated project saw
the cashier functions in each location discontinued and replaced with an electronic expense
reimbursement system which facilitated the reduction of inefficient cash handling processes across
the organisation. The department’s new Travel Management System (TMS) was implemented in
February and provides for the creation and approval of electronic movement requisitions for staff
travel. The TMS largely replaces paper-based processes and has made the approval of travel for
geographically dispersed teams far more efficient.

During 200708, the Resources group managed the department’s input into the 2008—09
Commonwealth Budget process and was successful in obtaining the Government’s agreement

to 28 new measures (including cross-portfolio measures). The majority of these new measures
are to be implemented in 2008—09 but six measures were delivered in part or in full in 2007-08.
The Government agreed to 28 measures for implementation in 2007-08 as part of earlier Budget
processes.

Many of the above initiatives were implemented to enhance the department’s financial compliance.
During 2007-08 there was a large decrease in the instances of non-compliance reported as part of the
department’s annual Certificate of Compliance reporting process. Changes to policies, procedures and
practices have all contributed to this improved result. The Certificate of Compliance reporting regime is
monitored by the department’s Audit Committee and Financial Compliance Sub Committee.

Financial position (equity)

The Australian Government’s equity in DVA decreased by $31.944 million in 2007-08 predominantly
due to the impact of the operating deficit. It was partly offset by a minor equity injection from
Government for the introduction of new measures.
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Financial performance (operating result)

The department (excluding the Defence Service Homes Insurance Scheme) recorded an operating
deficit of $30.080 million in 2007-08, $22.631 million down on the 200607 revised operating result.

Table 73 Key results, DVA only

05-06 06-07 07-08
$’000 $°000 $’000
Operating result—surplus/(deficit) 1647 (7 449) (30 080)
Cash Balance(1) 30 257 18 454 5135
Equity 29 837 29 095 (30)
Total Assets 104 442 111132 94 354

(1) includes departmental cash and appropriation receivable.

The key results have been restated to reflect the prior year accounting adjustments made to the
department’s accounts during 2007-08. Further information on these changes can be found within
the financial statements. Previously this table reported budgeted information in addition to prior
and current year results. The retrospective changes made to the department’s accounts will not
be officially reflected in budget documentation until the next Commonwealth Budget update. As a
consequence, published budget numbers are not provided.

Financial statements

The Australian National Audit Office audits and expresses an opinion on DVA’s financial statements
prior to publication and tabling in Parliament. As part of the audit process, the ANAO also reports
findings to DVA’s senior management and Parliament and monitors progress towards resolving
issues. The table below details trends in audit findings in ‘category B’ for DVA over recent years.

Table 74 Trends in audit findings

Financial Year Prior year issues Prior year issues resolved New issues Closing position
2004-05 6 5 1 2
2005-06 2 0 2 4
2006-07 2 0 0 2
2007-08 2 2 1 1
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