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Standing Committee on Estimates and Financial Operations — Seventy-seventh Report — 
“2017–18 Budget Cycle—Part 2: Annual Report Hearings” — Motion 

Resumed from 15 May on the following motion moved by Hon Alanna Clohesy — 

That the report be noted. 

Hon DIANE EVERS: I will continue my remarks on this report about key performance indicators, which are 
broken down into key effectiveness indicators and key efficiency indicators. During the course of our review of 
the annual reports, one of the things we looked at was KPIs. We sent out questions to all the departments to get an 
idea of how often they review their KPIs and check to see whether they are meeting their targets. We received 
a variety of answers because I think that KPIs are more understood and more acted on by different groups of 
people. What is very important is that the KPIs are the things that the staff or their managers, or the next level up, 
will be asked to address in the annual reports. That suggests to me that we need to take a stronger look at them. If 
the levels of management going down to each individual staff member know what the KPI is that they are trying 
to address and are working to a KPI that does not accurately reflect the goals of the state, we have a bit of an issue. 
Sometimes they might be trying to meet a KPI that does not reflect what we are trying to do. That is why it is very 
important. I hope that just by this committee raising key performance indicators, some of the organisations take 
a closer look at what their KPIs are, because then there can be effective change at the grassroots level with the staff 
who are working with them. If there were a collaborative method to try to work out the best KPIs, the staff doing the 
on-the-ground work should be involved to say that this is what they perceive their job to be. As we said, the 
Department of Primary Industries and Regional Development talks to staff and works with them to find out what they 
are trying to do and whether that is what they intend to have happen, and then works out the best way of getting there. 

Following on from the machinery-of-government changes, some of the departments lumped the KPIs all in 
together. Some of them started from scratch. Some departments kept some and let others go, and they are still 
working on that. A few organisations said that they were working on the KPIs and that they were in development, 
and that is what we hoped to achieve. It is interesting that through this process of the committee, we take a look at 
things within the annual reports and at other times in the budget estimates, which others may not pick up on because 
they are across the board and they might be considered minor, but it is still important to look at those things. In 
one of the areas we looked at, the suggestion was made that agencies can pass on charges to people who use credit 
cards to pay their fees, but they do not have to, and they are limited to passing on no more than the actual cost of 
the credit card transaction fee. We conducted a review of that. Of the agencies we reviewed, many did not pass on 
the charges and if they did pass on the charges, they were within the limits. It was really nice that we had not 
picked up any government department that was charging more than it was expected to do. It is a minor thing but 
it is nice to have a committee that is able to pick up on this stuff. 

The committee also looked at government trading enterprises. It noted that in the Langoulant inquiry, Treasury 
said that operating at arm’s length was a key feature of 1990s corporatisation reforms and it meant that GTEs were 
not subject to the same scrutiny as public sector agencies. That is of concern to the committee. When GTEs operate 
in a way that does not have the full scrutiny of this house, things can happen that maybe we do not intend. 

The committee looked at statements of corporate intent. Hon Tjorn Sibma also commented on this when he spoke 
about this committee report. Statements of corporate intent are not always viewed as important. It appears they 
have not been viewed with the importance that they should have been, as some of the organisations tabled them 
considerably later than expected. Synergy was one organisation that we expanded on in some detail. That is 
something that has been picked up elsewhere. 

The CHAIR: Hon Diane Evers.  

Hon DIANE EVERS: It appeared to the committee that Synergy had a culturally entrenched ambivalence about 
its statement of corporate intent. That is something we hope is picked up on and dealt with so that we get the 
information that is required from those statements. 

I will complete my talk about the report. I encourage people to be involved, pay attention and make sure that they 
ask questions at the estimates hearings. At the hearings, the Chair is often heard to say that that might be outside 
the budget estimates hearings, because we try to stick to the budget papers. Sometimes things such as credit card 
statements, KPIs or SCIs are not being fully explored because we are focusing on one question about one particular 
item. Sometimes taking a broad overview is just as important. 

Hon ALANNA CLOHESY: We are discussing last year’s Standing Committee on Estimates and Financial 
Operations’ report titled “2017–18 Budget Cycle—Part 2: Annual Report Hearings”. Members might recall that 
our budget cycle, as described by the committee, takes into account the whole budget process. That usually starts 
in mid-November when the Treasurer writes a circular to ministers to lay out what the budget process will be and 
the expectations about the development of the budget and its parameters. The following May–June, the budget is 
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delivered and we hold estimates hearings. After the committee has held estimates hearings, the Legislative Council 
considers estimates of expenditure and approves the budget. That occurs in the other place as well. Following the 
budget, we receive annual reports. The committee’s view is that the annual reports are an integral part of the 
budget cycle and a critical part of reporting and accountability to the Parliament. In the last budget cycle, the 
Legislative Council considered the budget quite late in the period. That was because there was a new government. 
The tabling of the budget for the Parliament’s consideration was out of its usual date cycle. I am very proud that 
the committee considered both the budget and the annual reports in a very short time frame. The newly formed 
committee adapted to this whole process in an energetic and thorough way. I personally think that committee 
members should be applauded for the way they understood their role and took a clear look at both the budget and 
the annual reports of agencies. Members took their role of scrutinising the state’s finances very seriously. I thank each 
member of the committee for their commitment to that process, particularly in this budget cycle. As I mentioned, 
the budget cycle was not on its usual date and a significant amount of pressure was put on members to participate. 
They did that with a great deal of professionalism and I thank them for that. 

I also thank, of course, the staff who facilitated the committee’s examination of both the budget estimates and the 
annual reports. That requires a great deal of administration. I thank the agencies that appeared before the committee, 
and the public servants and ministers who appeared before it. I will come back to why that is important in a minute. 

I particularly want to talk about why annual reports are important. They are important to Parliament, the general 
public and agencies. In the private sector, annual reports are generally used as a tool to promote the business, to 
demonstrate how successful the business is, and to maybe attract new investors. In the public sector, annual reports 
are formal statements to Parliament about how government agencies have used the resources allocated to them in 
the budget that this Parliament has approved. Remember the cycle that I talked about. The budget comes to Parliament 
for approval. Government seeks approval for expenditure it lays before Parliament. In the same way, the annual 
reports are a really important statement to Parliament about how those resources have been used by agencies. That 
is also why the committee took the budget cycle process view, and sought to follow it all the way through. Annual 
reports, therefore, are an important accountability tool by agencies through executive government to the Parliament. 

I will describe the way annual reports are developed and reported to Parliament. Treasury sets out an expectation 
of what should be in an annual report. Government agencies prepare annual reports on the basis of that Treasurer’s 
note about what should be in the annual reports and submit them to ministers for tabling in Parliament. It is the 
agency’s report of how they have used their resources. Ministers report to Parliament by tabling the annual report. 
Therefore, it is an important check on how the government is allocating and using the resources that the Parliament 
has approved. Annual reports can also be an important tool for agencies to engender goodwill on the part of the 
general public about the good work they are doing. It is a way of talking directly to the general public about the 
work of government agencies. That is an important aspect of annual reports, but from the committee’s perspective, 
annual reports are an accountability tool. They are also a performance review tool. Agencies are accountable 
through the Financial Management Act, which is the legislative base that prescribes the contents of annual reports. 
Agencies have to report on financial statements, key performance indicators, the operations of the agency for the 
financial year and other information prescribed in the Treasurer’s Instructions. So from time to time, the Treasurer 
might issue instructions as to what should be included in annual reports. This is important. If an agency is covered 
by a resource agreement, the annual report needs to include the extent to which the agency has achieved any 
objectives set out in that resource agreement. It could be a resource agreement or it could be a KPI. I am getting 
to why that is important. Agencies also have to report on any written directions provided to them by the minister 
over the year. The minister might provide a written direction to an agency that the minister wants the agency to 
perform a particular task or set of tasks or objectives. The agency needs to report when the minister provides 
a written instruction related to that. Coming back to why this is important, key performance indicators are a way 
of examining how well the agency is achieving those indicators that have been set out by the government in relation 
to its work. Agencies have to report on those KPIs because it is prescribed under the Financial Management Act. 
Key performance indicators are a really important tool in measuring the success or otherwise, or efficiencies or 
otherwise, of agencies. As the honourable member mentioned, KPIs have been a focus of the work of this committee. 
The CHAIR: Hon Alanna Clohesy. 
Hon ALANNA CLOHESY: As I have just pointed out, an important accountability reason why KPI scrutiny has 
been a consistent focus of this committee is the old “set and forget”. Agencies can set their KPIs with the approval 
of the minister, and forget what they have set out to achieve, which has certainly been the case in the past. The 
committee’s inquiry found some different levels of engagement with KPIs. KPIs are developed through what is 
called an outcome-based management framework model. The Treasury has set this framework for government 
agencies to manage the resources provided to them by Parliament. Outcome-based management refers to the way 
in which agencies report their KPIs, are accountable to Parliament, are transparent to the general public and are 
achieving government goals. As I have mentioned, there has been significant change around KPIs in recent years, 
particularly around the government’s service priority review. We found a changing level to which agencies have 
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been redeveloping their KPIs. One measure we looked at was the meaningfulness of KPIs. It is one thing to have 
a set of measures about what the agency is trying to achieve, but are the measures really meaningful and do they 
measure the activity that the agency is trying to achieve? It is very interesting. It is one thing, of course, to come 
up with KPIs that set targets for agencies to achieve; it is another thing to come up with KPIs that in human 
service–based agencies, in particular, actually demonstrate efficiency and effectiveness. Are the agencies doing 
what they say they are doing? It is a very difficult thing to achieve, with human service agencies in particular. 
One of the things we looked at was meaningfulness. Here is an example. The committee met with the Department of 
Fire and Emergency Services. One of its KPI targets was minimising the number of accidental residential fires 
per 100 000 households. This was an indicator for its fire safety education program. Is the fire safety education program 
working? The target was fewer than 65 fires per 100 000 households. One of the members of the committee—
I think it was Hon Diane Evers—pointed out that what the Department of Fire and Emergency Services is trying 
to do is prevent impact from bushfires. Therefore, it is one thing to have a household fire from which the house is 
completely lost, but is it another thing when a fire damages houses. We have seen that in the Perth hills, in 
particular. Therefore, a more meaningful target for that agency would be the number of accidental fires and 
a similar target for houses damaged by bushfires. That was certainly an interesting discussion that demonstrates 
the worthwhileness of the committee focusing on something as important as key performance indicators that can 
actually identify and assist the agency in being more clear about what it is trying to achieve and having more 
meaningful KPIs. I consider it a very useful exercise. 
Another part of KPIs that the committee focused on was redevelopment. As the honourable member who spoke 
before me mentioned, there have been significant machinery-of-government changes. In bringing together a number 
of various agencies into a larger department as part of the machinery-of-government changes, agencies were required 
to review their performance management framework, including their KPIs. We decided to investigate how that 
work was going. Were the larger agencies redeveloping KPIs? Did the agencies need to redevelop KPIs to measure 
their effectiveness and efficiency? I think we received a mixed bag of responses on how well that work was going. 
Some agencies had progressed their work in developing new KPIs in the context of the machinery-of-government 
changes and the service priority review. Some agencies had redeveloped those KPIs quite extensively; others were 
less far down the track. The committee found that, overall, a considerable amount of work was being done under the 
machinery-of-government changes to ensure that the new departments had in place effective tools for measurement 
of their performance. 
The third thing about the key performance indicators that the committee focused on was how often they are 
reviewed. KPIs can be meaningful, but if an agency does not review them as its work progresses, they will no 
longer measure anything meaningful or what the agency needs them to measure, so there is no point in having 
them. No, that is not the point. I meant to say that they would no longer be relevant. The committee asked a sample 
of 50 agencies across the board about the frequency of their KPI reviews. Again, the committee found that there 
was a mixed bag. The committee was told that the nature of the work of some agencies had changed and the nature 
of their KPIs was such that they required monitoring sometimes on a weekly basis—for example, service-based 
agencies such as the police have KPIs for the number of callouts, the number of responses et cetera. Those almost 
physical activities could be easily reviewed, but they also needed to be reviewed every week to ensure that the 
agency was doing what it was meant to be doing—for example, responding to callouts. 

The Lotteries Commission, on the other hand, which is less of a service-based agency, reviews its KPIs on an ad hoc 
basis and only in relation to the way in which the business of the agency has changed. The Lotteries Commission 
business has not changed since it was established, so there is no real reason to review its KPIs all that often. 

The CHAIR: Hon Alanna Clohesy. 

Hon ALANNA CLOHESY: I hope that the committee’s inquiry into how often agencies review their KPIs has 
reminded agencies that reviewing KPIs is a good thing to do. I hope that is a by-product of the work of the committee. 

The Public Transport Authority monitors its KPIs on a daily and weekly basis and on a monthly basis for its 
whole-of-system performance. Again, that is understandable. It is very focused on service delivery—how many trains 
are running and whether the trains are running on time—but with what I consider to be an overall health check of 
how the system is running. I do not think the committee identified any significant variations in the frequency of the 
review of KPIs. The committee also asked 50 agencies whether they had new KPIs. Twenty-one of the 50 agencies 
had no new KPIs and 19 had new KPIs or had amended or removed KPIs. Again, that is an indicator of the extent 
to which KPIs are reviewed. 

Members will see that that is a fairly thorough review of key performance indicators, but I come back to the 
original point that annual reports are an important mechanism by which agencies are accountable to Parliament 
for the money that has been appropriated for them to continue their work. That probably concludes that part of the 
2017–18 budget cycle. I commend the report to members. Of course, we are now entering the next cycle of the 
budget and the annual report hearings. The budget was handed down in May and when we conclude our estimates 
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hearings, we report on those hearings to Parliament. The annual report hearings are coming up, and the committee 
will report to Parliament on when they will be conducted. I take this opportunity to remind members of the 
importance of the annual report hearings. 

Committee interrupted, pursuant to standing orders. 
[Continued on page 5481.] 

Sitting suspended from 4.15 to 4.30 pm 
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