Australian Government

Department of Finance

Annual Report

2018-19
® ®
o
® ®
® ®
®
®
®
o ® ®
®
® 00
® O
oo ®
0 ® ®



© Commonwealth of Australia 2019
ISSN: 2203-8558 (print)
ISSN: 2203-8566 (online)

With the exception of the Commonwealth Coat of Arms, all material presented in this document is
provided under a Creative Commons Attribution 3.0 Australia licence (https://creativecommons.org/
licenses/by/3.0/au).

To the extent that copyright subsists in a third party, permission will be required from the third party to
reuse the material.

The document must be attributed as the Department of Finance Annual Report 2078-19.
Material used ‘as supplied’

Provided you have not modified or transformed the material in any way (including, for example, by
changing the text, calculating percentage changes, graphing or charting data, or deriving new statistics
from published statistics), the Department of Finance prefers the following attribution:

Source: The Australian Government Department of Finance.
Use of the Coat of Arms

The terms under which the Coat of Arms can be used are set out on the Department of Prime Minister and
Cabinet website at pmc.gov.au/government/commonwealth-coat-arms.

About thisreport

This is the Secretary's report to the Minister for Finance on the performance of the Department of
Finance for the financial year 2018-19.

The report has been prepared in accordance with Resource Management Guide No. 135: Annual reports
for non-corporate Commonwealth entities.

Accessing this report online

Further information about Finance and an online version of this report are available on the Finance
website at finance.gov.au/publications.

The annual report can also be found at transparency.gov.au.
Feedback, enquiries and other uses

Finance welcomes comments on this report. If you have feedback and enquiries about any aspect of
the report or any questions about the licence or any other use of this document, please contact Carolyn
Driessen, Assistant Secretary, Parliamentary and Corporate Engagement Branch, on (02) 6215 2222.

Acknowledgements

Coordinators: Kate Charlton, Aoife Connors, Rachel Gabellone and Salim Daizli
Design and typesetting: Jade Power

Editing and indexing: Ethos CRS

Printing: CanPrint Communications

Special thanks go to staff involved in contributing, coordinating and clearing material.

©



Australian Government

Department of Finance

Rosemary Huxtable PSM
Secretary

Senator the Hon Mathias Cormann
Minister for Finance

Parliament House

CANBERRA ACT 2600

Dear Minister

I am pleased to present the annual report of the Department of Finance for the financial
year 2018-19.

This report has been prepared in accordance with all applicable obligations of the Public
Governance, Performance and Accountability Act 2013 (PGPA Act) including section 46
which requires that you table the report in parliament. The report reflects the matters dealt
with and legislation administered by the Department as at 30 June 2019.

The report includes the Department’s audited financial statements as required by
section 43(4) of the PGPA Act.

As required by section 10 of the Public Governance, Performance and Accountability
Rule 2014, 1 certify that:

e the Department has prepared fraud risk assessments and fraud control plans

e the Department has in place appropriate fraud prevention, detection, investigation
and reporting mechanisms that meet its specific needs

e T have taken all reasonable measures to appropriately deal with fraud relating to
the Department.

Yours sincerely

CeRon

Rosemary Huxtable

Secretary

2 October 2019

cc  Senator the Hon Zed Seselja, Assistant Minister for Finance, Charities and Electoral Matters
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Secretary’s review
Rosemary Huxtable PSM

| am pleased to present the Department of Finance Annual
Report 2018-19.

Itis a privilege to lead a high-performing organisation focused
on driving continuous improvement, providing high-quality
advice and delivering efficient, cost-effective services to, and
for, the Government, including by assisting the Government to achieve its fiscal and policy
objectives through the Budget process.

As a central agency, Finance is in a unique position to influence whole-of-government
outcomes. Through the Department's responsibility for leading key public sector reforms,
leveraging governance frameworks and collaboration across the Australian Public Service
(APS), Finance contributes to the efficient delivery of government services and outcomes for
Australian citizens.

More broadly throughout the year, the Department worked with partners across government
to implement and support reform projects funded by the Government's Modernisation Fund
which are contributing to a more efficient, adaptable, productive and sustainable public sector.

As detailed in the Corporate Plan 2018-19, Finance had many deliverables this year and each
has been achieved or substantially achieved.

Finance continued to focus onits responsibilities in delivering the Budget and economic
updates and managing the Budget process in collaboration with the Treasury, ensuring that
public expenditure programs were effective and sustainable and that they reflected the best
value for the Government and the Australian community.

Through strong collaboration with the Department of the Prime Minister and Cabinet,
Department of the Treasury and all Commonwealth entities, Finance ensured the timely
preparation and delivery of economic updates, including the 2017-18 Final Budget Outcome
(FBO), the 2018-19 Mid-Year Economic and Fiscal Outlook (MYEFQO) and an early 2019-20
Budget in April this year. In doing so Finance provided advice on major policy reforms and
investment to support the Government to meet its fiscal target and policy objectives.

In a busy year thatincluded a federal election, the Department worked with the Australian
Electoral Commission to support the democratic process. Finance led the Electoral Integrity
Taskforce during the federal election campaign period to ensure efficient and effective
communication on matters relating to the integrity of the election.

Following the election, the Department supported parliamentarians and their staff to perform
their duties, including implementation of innovative digital services through the Parliamentary
Expenses Management System (PEMS) and the COMCAR Automated Reservation System
(CARS).

The Department's Transformation Plan remains a focus and we have driven innovation across
the organisation and supported mobility opportunities to develop organisational capability.
We continue to assess how to deliver more streamlined, user-friendly services utilising digital
technologies, including automation, wherever appropriate. The Productivity Automation
Centre of Excellence (PACE) is building capability in the Department and across the APS to

drive this type of innovation.



Finance is proud of the positive and engaged culture that leaders at all levels have fostered
and developed over the past year, which has a direct influence on all that the Department has
achieved.

Our performance and achievements

In 2018-19, Finance used our own experience of change to provide leadership and
stewardship across the APS to support wider transformation, collaboration and
modernisation, while delivering on key initiatives.

I would like to acknowledge the professionalism and commitment of Finance staff in delivering
and achieving across all our areas of responsibility during the year. In particular, | would like to
highlight the following achievements, which have delivered on our purpose and priorities.

Independent Review into the operation of the Public Governance,

Performance and Accountability Act 2013 and Rule

In September 2018, the report of the Independent Review into the operation of the Public
Governance, Performance and Accountability Act 2013 (PGPA Act) and Rule was released.
Finance has worked with key stakeholders to support and implement its recommendations
to improve the transparency of executive remuneration reporting and the accessibility of
annual reports through transparency.gov.au. These recommendations were implemented by
amending the Public Governance, Performance and Accountability Rule 2074 (PGPA Rule).
The implementation of other recommendations is well advanced, including those that go to
performance reporting and audit committees.

Centre of Procurement Excellence

In March 2019, Finance launched the Centre of Procurement Excellence (CoPE) designed
to build public sector capability in procurement, strengthen partnerships with the business
community and encourage innovation to deliver better value for money.

CoPE has provided opportunities for entities to collaborate with stakeholders to shape a
modern and fit-for-purpose procurement framework. Finance has also brought together senior
members of key Commonwealth entities and the business community for the Secretary's
Procurement Roundtable to discuss issues related to Commonwealth procurement.

Service Delivery Office

As a shared services hub, the Service Delivery Office (SDO) within Finance delivered quality
digital services to 13 entities and over 6,000 staff, supporting the Government in driving
efficient corporate functions across the APS. The SDO has taken a lead role in expanding the
Government's corporate services under the whole-of-government Shared Services Program
and has become the technological leader in the delivery of next generation Enterprise
Resource Planning (ERP) systems in the Government.

The Departmentis now a consumer of SDO services and will leverage its digital capability to
drive improvements and efficiencies in how we run our own operations.



Digital Annual Reporting Tool

In 2018, Finance led a pilot Digital Annual Report project involving 13 entities, under which
each produced and digitised their 2017-18 annual report on the transparency.gov.au platform
developed by Finance and launched by the Minister for Finance on 13 March 2019.

In addition to streamlining the preparation of annual reports and standardising compliance
requirements, the pilot launched the entry of digitised information into the Transparency
Portal, with the 2018-19 reporting cycle to feature a complete set of annual reports for all
Commonwealth entities and Commonwealth companies. This significantly enhances the
Commonwealth's accountability framework and supports digital access to information on how
government works.

Government Business Analytical Unit

The Government Business Analytical Unit (GBAU) within Finance has grown its capability
and increased the use of data to inform public sector policy and government administration.
New data analytics expertise and investment in technology is enabling Finance to use data,
including from across the APS, in a more sophisticated way to build an evidence base, inform
policy-making, and enhance reporting and transparency including through analysis of APS
Employee Census data.

Australian Accounting Standard AASB 16 — Leases

Implementing the new accounting standard Australian Accounting Standard AASB
16—Leases, Finance collated leasing data and calculated the financial impact at both entity
and whole-of-government levels. This work ensures that we have reliable estimates for
inclusionin the 2019-20 MYEFOQ, the first economic update after the new standard came into
effect on 1 July 2019.

Shared Budget Workflow System

The Shared Budget Workflow System (SBWS) improved public sector productivity by
automating manual components of the Budget process, resulting in more timely and reliable
advice to the Government, enhanced data analytics and improved consistency and accuracy
of reporting.

Infrastructure projects

To deliver on key infrastructure projects, Finance engaged with and provided advice to
Commonwealth Government Business Enterprises (GBEs) regarding corporate planning,
financial and operational performance. Finance has continued to ensure that GBE governance
frameworks are fit for purpose and operate efficiently, in support of the Finance Minister's
shareholder responsibilities, to help progress government commitments, including Snowy
Hydro 2.0, large infrastructure projects such as Inland Rail, Moorebank Intermodal and
Western Sydney Airport, Naval Shipbuilding and the National Broadband Network.
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Our people

A key achievement in Finance's ongoing transformation is highlighted in the APS Employee
Census results, which show continued improvement in the Department's employee
engagement scores.

Finance has made a deliberate effort to make teams mobile, agile and capable, supporting
staff to operate to the best of their abilities. Automation and digitisation is improving business
processes enabling staff to focus less on transactional work and more on value adding and
strategic activities.

APS Employee Census

This year, 94.4 per cent of Finance staff participated in the 2019 APS Employee Census,
placing second for participation among large APS entities. This year's participation was five
percentage points higher than last year's strong result. This gives me great confidence that
the results provide a broad reflection of the views of Finance staff.

Finance's 2019 Census results were positive. All our indicators are on par with, or better than,
last year, and 99 per cent are on par with or better than the APS average—an improvement

on our strong 2018 results. Importantly, the three areas we focused on following the

2018 Census—Flexible Working, Risk Management and Diversity—all showed strong
improvements. The results reflect that Finance staff are highly committed, capable and
engaged and will form an important foundation for our corporate priorities in the 2019-20 year.

Communities@Work

Giving back to the community is an important element of how Finance staff work. Over the
past year, through fundraising events and activities, Finance contributed generously to the
Department’s chosen charity, Communities@Work, which provides services to the most
vulnerable and disadvantaged members of the Canberra community. Finance's graduates
have also collaborated to come up with innovative ideas to support Communities@Work.

Financial performance

The Department remains in a sound financial position, operating within its appropriation. For
2018-19 the Department recorded an operating surplus of $16.5 million, mainly reflecting
favourable gains in the Commonwealth's domestic property portfolio.

More information about the Department's financial performance can be found in Part 5,
‘Financial statements'.



Outlook

Looking ahead to 2019-20, a key priority will be supporting the Government to deliver its fiscal
and policy objectives consistent with the Charter of Budget Honesty Act 1998. This includes
delivering the 2018-19 FBO and Consolidated Financial Statements (CFS), the 2019-20
MYEFQO, the 2020-21 Budget, the Government's regular financial statements and managing
sustainable public sector resourcing.

Finance will continue to support the GBEs, including developing major infrastructure projects
such as the Western Sydney Airport, the National Broadband Network, the Moorebank
Intermodal Terminal, Snowy Hydro, naval shipbuilding infrastructure and Inland Rail.

The Departmentis developing a digital solution to enhance GBE shareholder reporting.
This will streamline how the Department captures, analyses and presents GBE corporate
and project financial and performance data, including historical trend analysis and

future projections. Finance delivered a proof of concept in mid 2019 for phased delivery
commencingin 2019-20.

Finance will continue to identify business processes for automation and will deliver the first
tranche of 19 business process automations initiated last year. Additionally, PACE will continue
to partner across government to build and embed process automation capability.

On 1 July 2019, Finance onboarded to SDO, which means we now benefit from being both a
provider and a consumer of shared services. Importantly, by adding our staff to its footprint,
we support the SDO to operate at scale and reduce costs to all client entities.

In addition to enhanced services to parliamentarians and their employees, including easier
access to online information and new training modules, the final release of PEMS is scheduled
for delivery in mid-2020. This will integrate office and travel expense claims with the financial
management information system, including budget management, reporting and self-service
functions such as viewing payslips, applying for leave and changing personal profiles.

Through the Modernisation Fund, Finance is leading work to standardise business processes
by developing an implementation plan fora common ERP platform across government. This
will provide APS staff with common technology and standardised processes using the best
digital technology regardless of the agency for which they work.

To meet emerging needs, the Department will build further capability in areas such as data
analytics, commercial investment and management, financial modelling and business analysis,
strengthening our ability to advise in an informed, strategic and connected manner.

Finance's Information and Data Governance Framework sets out our commitment to achieving
best practice in how to create, save and access information and data. Under the Framework,
the Department willimplement the Managed Information Environment (MIE)—a single
repository for documents that consolidates corporate records into a ‘one-stop shop'. This
work will contribute to a longer term data strategy for the Department. In addition to the GBAU,
as part of the Data Integration Partnership for Australia, the Finance Budget Analytics and
Visualisation Team will drive productivity by supporting data sharing across the APS.

Finance is committed to driving change and improvement, which is underpinned by the
Department's 2019-20 Transformation Plan. In the year ahead, Finance will continue to enable
transformation with initiatives across our four areas of focus: people, stewardship, making
business better and integrated business planning.
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Transformation requires a culture where all staff participate to their full potential. To
achieve this, the Department is implementing its own People Capability Framework to drive
performance and build talent using clear and consistent performance expectations for all
levels.

In all of our endeavours, Finance will operate with integrity and accountability to embrace data
and digital technology, collaborate effectively and be innovative.

As a central agency, we have a significant opportunity to improve the efficiency and
effectiveness of the APS in delivering better frontline services to the Australian community.
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People of Finance

Our workforce

Finance staff

Female 808
Male 796
Total 1,604

Location of staff

Things we did well in 2018-19
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Business of Finance

Managing public sector frameworks and governance
mechanisms across the whole of government ensuring the
sector is operating efficiently and has the organisational capability to
respond to changing priorities.

Driving public sector transformation and delivering productive and
better quality services to citizens and businesses.
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Priorities for 2018-19

Advising on expenditure and managing sustainable public sector
resourcing assisting the Government to achieve its fiscal and policy
objectives.

Delivering cost-effective services to, and for, Government by
providing administrative support to parliamentarians and their staff, by
delivering services through the Service Delivery Office and providing
a range of secure telecommunications and ICT infrastructure.









