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Hearing commenced at 1.06 pm 
 

[The committee took evidence in closed session] 
 
McCAFFREY, MR PETER 
Deputy Director General, Finance and Administration,  
Department of Education and Training, examined: 
 
NEWTON, MR KEITH 
Acting Deputy Director General, Schools, 
Department of Education and Training, examined: 
 
GARNAUT, MR JOHN 
District Director, Swan Education District, 
Department of Education and Training, examined: 
 
 
The CHAIRPERSON:  On behalf of the committee I welcome you to the meeting.  You will have 
signed a document titled “Information for Witnesses”.  Have you read and understood that 
document? 
The Witnesses:  Yes. 
The CHAIRPERSON:  These proceedings are being recorded by Hansard.  A transcript of your 
evidence will be provided to you.  To assist the committee and Hansard, please quote the full title of 
any document you refer to during the course of the hearings for the record.  Be aware of the 
microphones and try to talk into them.   
Even though this is a private hearing, you should note that the committee retains the power to 
publish any private evidence.  The Legislative Council may also authorise publication.  This means 
that your private evidence may become public.  Please note that you should not publish or disclose 
any private evidence to any other person at any time unless the committee or the Legislative 
Council has already publicly released the evidence.  I advise you that premature publication or 
disclosure of your evidence may constitute a contempt of Parliament and may mean that the 
material published or disclosed is not subject to parliamentary privilege.   
I also add that, clearly, this is a private hearing and the purpose of the hearing for the committee is 
to scope the parameters of its inquiry.  It is very much a preliminary process that we are engaging 
in.  We have had some correspondence from the ministerial office.  We ask that you do not discuss 
anything that is discussed in this meeting today with the ministerial office.  I will be writing to the 
minister to explain that this has been a decision of the committee so that this is clarified from their 
point of view. 
Would anybody like to make an opening statement? 
Mr McCaffrey:  I do not think that is something we were planning to do.  The minister and the 
director general have asked us to come along and assist you with your deliberations in progressing 
this matter.  We are more than happy to deal with questions as you raise them. 
The CHAIRPERSON:  Thank you.  I will start by asking, with regards to the issues raised around 
the Balga Works program, how and when did your department become aware of the issues? 
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Mr Garnaut:  My position is as district director of the Swan education district.  I am the line 
manager for that school.  It is one of 34 schools that I manage.  I first became aware that there was 
some work happening to develop a paper on a concept based on the MITS program in Victoria in 
2004; probably late 2004.  I cannot recall the exact date.  There was some work being done; the 
school was involved in the planning process.  Gary Hodge was involved in the planning process, as 
was Bob Somerville.  That was the first information I had in relation to the program.  In terms of the 
issues relating to the program, the program commenced as a school-based program within the 
Department of Education and Training’s resources.  It was a low-key program while the more 
complex Swan Works program was being planned.  In terms of the issues that you mentioned, 
maybe you could be a bit more specific.  I have dealt with a multitude of issues to do with the Balga 
Works program and I would be very pleased to comment on any of them but I am not quite certain 
where you would like me to start. 
The CHAIRPERSON:  That is fair enough.  Perhaps the initial point at which concerns were 
raised; perhaps I could start at the point of the issuing of the MOU with regards to the program, 
which I believe was in November 2005. 
Mr Garnaut:  My understanding is that the MOU referred to between Balga Senior High School 
and MITS was signed on 14 February 2005.  As director I became aware of that document and the 
signage of that document in early November as a result of the liquidators of MITS through 
Rothwells, who were working for the liquidators as lawyers.  They put an FOI out and I was asked 
to coordinate the FOI from the district perspective.  At the same time a ministerial came through 
from the liquidators of MITS seeking a response to their queries where they were claiming 
$1 million approximately for one year and a potential to claim $3 million as a result of the signed 
MOU.  I became aware of that documentation when the FOI request came through and the 
ministerial came to me for response very early in November 2005. 
The CHAIRPERSON:  What action did you take then? 
Mr Garnaut:  I immediately called Merv Hammond, the principal of the school, to meet with me 
and my manager of operations.  I needed to get a response for the ministerial.  It became very clear 
very early on in that meeting that this was a major issue and it was beyond my capacity to manage 
it.  I reported the issue immediately to my executive director, Keith Newton, and very soon 
afterwards had a discussion with Paul Albert, the director general.  That was the initial action I took.  
Following that I immediately established a directors’ reference group - an investigation reference 
group - in the Department of Education and Training, which included my executive director, Keith 
Newton; the chief finance officer; the director of the complaints management unit; a legal officer 
and a director from the internal assurance directorate to oversee an investigation into this issue.   
The CHAIRPERSON:  Could you give the committee any information regarding the investigation 
that was ongoing at that time in the department?   
[1.15 pm] 
Mr Garnaut:  I will start and the others might add to it.  The initial stage was the reporting of the 
issue by the director general to the Corruption and Crime Commission.  That was a very early 
action.  Advice was sought from the CCC on what action to take.  The advice from the CCC was for 
the department to investigate itself in the first instance.  Through our complaints management unit, 
we employed Peter Burgess as an investigator to do the investigation.  I do not know whether other 
people would like to add to that. 
Mr Newton:  That is right.  The extra work done was to look at the financial status of Balga Senior 
High School at that time through our own internal audit process. 
The CHAIRPERSON:  Is that investigation complete or ongoing? 
Mr Newton:  The audit? 



Estimates and Financial Operations Wednesday, 11 July 2007  -  Closed Session Three Page 3 

 

The CHAIRPERSON:  Yes. 
Mr Newton:  There have been several audit processes.  One was conducted immediately in 
November 2005 and a subsequent investigation was carried out in early 2006, in January.  They 
were special audits around this particular subject.  A normal school audit was conducted in June 
2006 and another special audit was carried out in December 2006. 
Mr McCaffrey:  I was on sick leave at the end of 2005, but when I returned and we found out 
about the issues and the audit and Mr Burgess’s report had resulted in a preliminary take on it, in 
January 2006 I wrote to Hurson in Victoria, as the chief finance officer, and advised Hurson that I 
had asked our internal assurance directorate to undertake an audit of the claims that were being 
made against the school for nonpayment of accounts in association with that memorandum of 
understanding that had apparently been set.  In that letter, I asked Hurson to provide documentation 
to support a number of things dealing with the contractual arrangements that Hurson and the school 
were involved with.  I wanted the ABN and any supporting documentation on invoices that had 
been presented to the schools for services to be rendered.  That was part of the process that was 
done at that time. 
The CHAIRPERSON:  What was the result of the investigation that Mr Burgess carried out? 
Mr Newton:  There were two main aspects to the conclusions.  The first was we wanted to know 
how the MOU had been signed in the first place because it appeared to us to be a contravention of 
the department’s processes and rules.  The second part was to draw some conclusions about what 
degree the department might have some liability under that MOU.  The conclusion we came to as a 
result of that was the department did not look like it had a liability and that we would defend it. 
The CHAIRPERSON:  Did the audits that were carried out also uncover a particular finding? 
Mr Newton:  There were a variety of findings that came out of that.  In broad terms, the school had 
not conducted its business in accordance with the public rules for the financial management of 
schools.  We needed to put tighter controls on the school and to bring it back to order in that sense.  
There were many subpoints to that, of course. 
The CHAIRPERSON:  Was some action taken with the school following that?  Were some further 
controls put in place? 
Mr Newton:  Yes, John is probably in a better position to detail it.  The school was given extra 
support; for example, the district office worked directly inside the school and supported the school 
and provided advice to it from central office.  Also, what was happening at the school was more 
closely monitored.  John could articulate more about that. 
Mr Garnaut:  The district office’s financial and administration officer is a position that supports 
schools with financial management.  Gerry Borger spent significant amounts of time working with 
the school as a direct follow-up to the actions that emerged from the audit reports. 
Hon PETER COLLIER:  Was that from the 2005 investigation? 
Mr Garnaut:  Yes.  The first financial audit was the district-based audit.  I requested my finance 
and administration officer to conduct that audit in late October 2005.  That was slightly before the 
ministerial and the MOU issues emerged.  Gerry Borger did that audit and raised some concerns for 
me.  Almost simultaneously, the freedom of information request came through and the ministerial 
from the liquidators came through and suddenly there were two very important agendas to deal 
with.  One was the alleged signing of the MOU for $3 million, and the other was the concerns about 
the financial management of the school.  With that audit from my finance and administration officer 
and establishing the investigation review group of directors that I spoke about previously, we fed 
the information from that review into that group.  I requested that an internal assurance branch from 
our department conduct an audit of the whole school, and specifically for the Balga Works program.  
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I asked it to consider the findings of our report at the district level from the finance and 
administration officer.  That is the immediate action that was taken. 
Hon HELEN MORTON:  Can you reiterate what month that was? 
Mr Garnaut:  The finance officer commenced his work in late October and reported to me in 
November. 
Hon HELEN MORTON:  Of 2005? 
Mr Garnaut:  Yes.  That was the commencement of it.  The audit of the Balga Works program by 
our internal assurance directorate was the next action.  My understanding is that as a reference 
group of directors, we had a draft report in late 2005 and the final report in January 2006.  That is 
my recollection. 
Mr McCaffrey:  It may be worth mentioning that the work that was done at that time in late 2005 
was the genesis of a report to the CCC about some of the findings that we had been made aware of.  
They were only allegations at that time, and we engaged the CCC in this process while John and the 
others were working with the school to try to fix some of the financial management and general 
management issues that were occurring within the school. 
Hon PETER COLLIER:  Was that October 2005? 
Mr McCaffrey:  It was towards the end of 2005, Mr Collier.  I cannot remember the exact date 
because those issues were dealt with by our complaints management unit, as it was called at the 
time, and it worked directly with the CCC.  It was towards the end of the year when we found out 
that things were not looking as good as they could have. 
Hon SHEILA MILLS:  Did the initial audit never identify any inappropriate expenditure from that 
school? 
Mr Garnaut:  The initial audit carried out by the district office had concerns about details on 
invoices and about family members of the school’s administration being on the staff of the Balga 
Works program.  They were two issues. 
Hon SHEILA MILLS:  Did the initial audit not identify inappropriate expenses? 
Mr McCaffrey:  They were certainly outside of our financial and policy guidelines in the way that 
we would expect a school to conduct its financial affairs.  Subsequent audits were done, the CCC 
became involved and it was reported to the police.  The police then began to investigate what type 
of activities had occurred and what happened and how it had happened.  There was certainly 
enough to alarm all of us that there needed to be some intervention quickly, even while those other 
investigations were going on. 
Hon SHEILA MILLS:  The initial officer who was put in there from the district office, I think you 
said - 
Mr Garnaut:  The district finance and administration officer did the audit. 
Hon SHEILA MILLS:  What was his qualification?  Is he an accountant? 
Mr Garnaut:  I do not think he is a trained accountant, but he is an experienced finance and 
administration officer who has emerged from a school-based position, I understand.  He was 
playing a leadership role by supporting 104 schools across the district with their financial 
management. 
Hon KEN TRAVERS:  Was the school-based audit in response to the letter from the 
administrators, or was it already under way separately? 
Mr Garnaut:  It actually had a different origin.  A concern about the financial management of the 
school was raised with me and, as a result, I asked Gerry Borger to do that report.  It was 
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completely independent.  When it commenced, it was independent of the MOU, but the two were 
almost simultaneous. 
Hon KEN TRAVERS:  Other stuff came along and they were amalgamated. 
Mr Garnaut:  Yes. 
Hon HELEN MORTON:  You mentioned the swan works program.  I have not heard that 
mentioned before.  Is that a similar program but with a broader geographical area?  What was that? 
Mr Garnaut:  The swan works program was being planned from November 2005 through to June 
or July 2006.  A steering committee was developing that program.  It was similar in intent to the 
Balga Works program and it was to be based at Balga Senior High School.  Compared with the 
Balga Works program, it was to be much more heavily resourced.  It was to have higher levels of 
mentoring and support for students and was to have a stronger TAFE involvement than the Balga 
Works program.  The swan works program was in its planning stages and it was more sophisticated 
than the Balga Works program.  An application to run the program was put to Greg Robson, the 
executive director, in November 2005.  I received information from Greg Robson that a bit more 
work needed to be done before it could be approved.  I established the swan works steering 
committee to do that work, which was finished in June or July 2006. 
Hon HELEN MORTON:  Were you aware of the Balga program at the time that you started - 
Mr Newton:  Sorry, but the dates John gave were a year out. 
Mr Garnaut:  I apologise for that.  It was June or July 2005 when the final proposal was done. 
Hon HELEN MORTON:  In essence, were these two programs competing, or could they have 
been competing, for attention and approval? 
Mr Garnaut:  No, they were not competing.  From my perspective, the formal program and the 
preparation that was happening was for the swan works program.  We had formal processes in place 
to plan that and to get approval, eventually, from the senior executive to run that program and to 
provide the quite significant additional resources necessary to run that program.  The Balga Works 
program commenced as a low-key program. 
Hon HELEN MORTON:  At around the same time? 
Mr Garnaut:  Yes, in about January or February 2005.  The principal commenced this program and 
the information provided to me was that it would be run with school resources and within 
department policy and guidelines.  It was definitely a low-key program.  The swan works program 
was to target similar types of students as the Balga Works program.  The program itself was 
intended to be much less intensive without the significant resourcing necessary to provide the 
intensive ongoing support that these high-risk students need.  It is possible to say that it might have 
been a forerunner to the Swan Works program, but there was a distinct difference between the two.   
[1.30 pm]  
Hon HELEN MORTON:  Who paid Gary Hodge to do his original scoping work to develop the 
model?   
Mr Garnaut:  I do not know who paid Gary Hodge.   
Hon HELEN MORTON:  That is fine.  Something that has puzzled me since I have been listening 
to this is: how was there a debt?  I know it sounds a silly question.  The funding was coming 
through in one form or another - a conversion from FTEs to funding, or whatever way the funding 
was getting to the Balga Works program.  I have heard that money went to Hurson Pty Ltd 
afterwards.  How did a debt occur?   
Mr Garnaut:  Does the member mean: how did the school get into a position of debt?   
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Hon HELEN MORTON:  I was not aware that the school went into debt.  How did the mob that 
finally was in debt and that is what caused the - 
Mr Garnaut:  Are you talking about MITS or the Victorian model? 
Hon HELEN MORTON:  I wonder whether both were in debt in the end and this new 
organisation called Hurson - I know that MITS went into liquidation; we have heard about that.  
Was the debt because the money stopped flowing from the school to the providers of the services?  
What caused the debt to occur?   
Mr McCaffrey:  I will go back a step.  As John just described, when the budget for the bigger 
program was put together, it was wide ranging and very expensive; it was also reliant on a great 
deal of resources coming from other areas.  Taking that into account, it was agreed that we would 
support the school in supporting these kids within its existing resource allocation base.  That is 
when it applied for and received approval to convert some FTEs that it would be entitled to as part 
of its normal teaching load - the children were not being taught in a traditional classroom and they 
needed different kinds of resources.  The agreement was that the school must be able to manage the 
program and educate the kids within the parameters of the department’s processes.  That applies to 
all schools. 
Hon HELEN MORTON:  In what month and in what year was that?   
Mr McCaffrey:  That was early in the year - in about February or March 2005.  As part of the 
principal’s plan, he had been talking to a number of other agencies - ministry of justice and DCD 
and the federal government’s indigenous affairs department.  He maintained all along that he had 
the support of these agencies, both federal and state, and these extra funds would be coming into the 
program.  Because we were managing only the school-based side of it, which was within his normal 
allocation of staffing resources, the P&C was also a strong advocate of this program and it wanted 
to provide support.  From memory, it took on the lead role of helping with negotiations with these 
other agencies in getting the accommodation side set up and the facilities from and support of other 
agencies.  When that money did not materialise - some came late and some did not come at all - the 
program had moved to a point at which they were continuing to educate these kids and running the 
accommodation unit, which has been the subject of other discussions.  We do not know a lot about 
that.  It was something that the P&C and school decided to embark upon.   
The member is talking about a debt to Hurson.  Hurson said it was continuing to provide the 
resources to teach the kids and a whole range of other stuff, but the school was able to provide only 
the funds that it had because this other money did not come.  Does that help make it a little clearer 
for the member?   
Hon HELEN MORTON:  Partly.   
Mr McCaffrey:  When the program continued from an education point of view, the service was 
provided through Hurson by employing people off the street - those people were its employees and 
it did the work.  The school turned around and said that it was starting to run out of money because 
this other money had not come.  That is where I am thinking there was a so-called perceived debt 
that needed to be cleared.   
As with all government agencies, as soon as any part of an agency commits to a process and 
engages somebody to do a task, whether providing an invoice for a supply service or providing 
goods and services, they need to be paid.   
Hon HELEN MORTON:  MITS went into liquidation in February 2005.   
Mr McCaffrey:  This had nothing to do with MITS; this is to do with Hurson.   
Hon HELEN MORTON:  We heard that MITS went into liquidation in February 2005 - the same 
month in which the MOU was signed - but it brought in a claim for $1 million, was it? 
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Mr McCaffrey:  That was for damages.   
Hon HELEN MORTON:  Not debt - damages? 
Mr McCaffrey:  It was damages, saying they had an MOU - it was illegal because there was no 
authority to sign it.  They then turned around and said that they rejected that claim for damages 
because it was not a legal claim.  A number of invoices totalling about $70 000 was submitted with 
the comment, “If you pay these, we would be happy.”  We turned around and challenged the 
invoices and asked them to provide further documentation - invoices and supporting documents - 
and said that we would ask the school to validate whether, in fact, it was a legal claim against the 
school.  As part of that process the school said, “No, we think it is a duplication.”  We challenged 
them and nothing further happened.   
Hon HELEN MORTON:  That clarifies the debt issue.   
Mr McCaffrey:  It was a roundabout way of getting there, and I apologise. 
Mr Newton:  The school entered into the MOU with MITS in February and MITS went into 
liquidation in April.   
Hon HELEN MORTON:  That is fine.  I have other documentation that suggests it is the same 
month, but it does not matter.   
The CHAIRPERSON:  We have talked about the period in which you became aware of the MOU.  
I am interested in the period before that; that is, the establishment of the program and the 
department’s involvement in that process.  Can you outline your understanding of the department’s 
involvement, if any, in the establishment phase?   
Mr Garnaut:  I will kick off and others may wish to join in.  In 2004 the work that we spoke about 
previously was undertaken with Gary Hodge, Merv Hammond and Bob Somerville visiting the 
MITS program and coming back excited about a concept that they thought would work in Western 
Australian schools.  Through our director general and other senior officer involvement, it was 
decided that more work needed to be done on that proposal and it should not proceed as it is.  As a 
result of that, I and Wayne Collier, the general manager of Swan TAFE, were asked by Greg 
Robson, the executive director, to set up a process to refine a paper to represent how this process 
may work in schools and present it to them.  We presented that paper in November 2004.  Wayne 
Collier and I had a response from that paper that said, “It is an exciting prospect; however we need 
more information on the financials and the links to Swan TAFE should be stronger.  Go away and 
do a bit more work.”  I established the Swan Works steering committee, which I chaired, and that 
operated to June or July 2005 and culminated in the Swan Works paper being put to the department 
so seek the high-level supplementary resources to run this program.  That was the formal line that 
operated.   
The second action that happened in terms of the Balga Works-Swan Works issue was that Merv 
Hammond wanted, on his own volition, to run a school-based program for high-risk kids.  He 
informed me in late January 2005 that he was going to set up what he called the Balga Works 
program to cater for high-level kids at risk - kids who were not involved in education and training 
or work and had an association with corrective services, juvenile justice and DCD - with the aim of 
getting them into employment.  My response to him was that he could start a program but it must be 
within the department’s resources and policies.  It is the right of our principals to, as they see fit, 
commence programs that best meet the needs of this cohort of students that they have in their 
school.   
Even though the formal program was still being worked on and had not been ratified, Merv 
Hammond still saw a need to cater for the needs of these children and he decided to set up a less 
heavily resourced program to do that, and he called it the Balga Works program.  From my 
perspective, Merv was clear about the budget for the program and that it was certainly a school-
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based program.  There was no system wrapped around the Balga Works program when it 
commenced.   
Hon PETER COLLIER:  Are you aware of the meeting that these gentlemen had with the 
Minister for Education and Training in August 2004 about the Balga Works program?   
Mr Garnaut:  The director general meeting with the minister?   
Hon PETER COLLIER:  No, the gentlemen you mentioned - Mr Hammond, Mr Carton and Mr 
Hodge - meeting with the then Minister for Education and Training.   
Mr Garnaut:  In this period - late 2004 - Merv Hammond had meetings with our director general, 
the minister and the Department of the Premier and Cabinet, and significant meetings with Gary 
Hodge, Bob Somerville etc.  I did become aware of that meeting, but it was very late in the piece.   
Hon PETER COLLIER:  When would that have been?   
Mr Garnaut:  I can check the date of the meeting, but a few days before the meeting Greg Robson, 
my executive director, rang me and said, “Are you aware of a meeting happening with Merv 
Hammond and the minister, and are you aware of what is being presented?”  I said that I was not 
aware of that.  My advice to Greg was that because the meeting was to do with MITS - it might 
have been called MITS or another name because different terminology is used for these various 
programs - we did not have enough detail, and in the briefing he should comment that it would not 
be supported at this stage.  My understanding is that a briefing went to the minister in August that 
actually gave that direction to the minister.   
Hon HELEN MORTON:  Around about August of the same year was the group that was working 
on the Swan Works program also working to get that program going?   
Mr Garnaut:  No, it started a little bit after that.  That steering committee started in December 
2004.  Sorry, my recollection is that it was actually January 2005 when the first steering committee 
meeting occurred.   
Hon HELEN MORTON:  Had the minister given approval for the Swan Works program?   
Mr Newton:  I clarify that the meeting Hon Peter Collier is referring to took place on 2 August 
2004.  A briefing was provided by the department for that meeting.   
Hon PETER COLLIER:  There was, was there? 
Mr Newton:  There was.  I believe a question was asked about this recently in Parliament and the 
department responded that there was no briefing note.  That has now been corrected and I 
understand that a letter has gone from the Premier to the honourable member in that regard.  The 
mix up was that the briefing note did not mention Balga Works or Swan Works.  The briefing note 
was entitled, “Swan Education District Proposed Process Fabrication Manufacturing and Mining 
Industries Vocational and Education Training Project”.   
Hon PETER COLLIER:  What is the difference? 
Hon KEN TRAVERS:  Surely it must have an acronym.   
[1.15 pm]  
Mr Newton:  About half the alphabet. 
Therefore, it was not picked up when that question was asked.  However, since then, we have done 
further work and found this briefing note.  It alerts the minister of the day to the project and the fact 
that the project had merit in concept.  It certainly had difficulties in terms of the costing.  I am 
referring to what we are now calling Swan Works and what was previously referred to by that long 
title.  There was a recommendation to the minister of the day to note the initiative and to then refer 
the proposal back to the Department of Education and Training for further analysis and evaluation.  
That then gave rise to a letter from our director general of the day, Paul Albert, to John in January 
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2005 to proceed with the further development of Swan Works, but saying that there would be no 
system support for that until at least the second half of 2005.  There was no guarantee of support, 
but that was when it would be reconsidered.  As John said, the development group continued to 
develop the Swan Works concept.  In the meantime, Mr Hammond, as principal of the school, 
initiated his own Balga Works program, which was a smaller version of that project.  That was to be 
within the school’s resources, which my colleague Mr McCaffrey previously explained.   
Hon HELEN MORTON:  I will ask a question about the funding that came to that subset program 
- the Balga Works program or whatever it was called at that stage - from the Office of Crime 
Prevention.  I think that came from the minister, Michelle Roberts, whatever her title was at the 
time.  Some of the people who were at that meeting had links to that funding and the approval of 
funding to the Balga Works program at that stage.   
Mr Newton:  I cannot comment; I do not know.   
Hon HELEN MORTON:  Gary Hodge was at the meeting on 4 August, was he not?   
Mr Newton:  Gary Hodge was at the meeting on 2 August 2004.   
Hon HELEN MORTON:  That is right.  He was the chairman of the Office of Crime Prevention.   
Mr Newton:  I believe so. 
Hon HELEN MORTON:  It would appear that there was a link between that meeting and funding 
going to the Balga Works program.  I do not know how I can construe that as being approval or 
otherwise, but I am told that there was a letter of approval from the minister - not the Minister for 
Education and Training but the other minister.   
Mr McCaffrey:  We would not be privy to that.   
Mr Newton:  We were not privy to that; I cannot help you.   
Hon HELEN MORTON:  I am just interested in that link.  Was your department aware of that 
$40 000 and the letter of approval?   
Mr Newton:  We were subsequently made aware of that happening, but I cannot tell you at what 
point.   
Hon HELEN MORTON:  Will you please get back to us about that?  I think it is important. 
Mr McCaffrey:  As part of the audit of the school’s finances, when they looked at the revenue to 
the school, if it was categorised correctly, it would have shown up as a contribution to the program 
as part of their revenue classification.  I do not remember seeing it, but I do not dispute that it 
happened.   
Hon HELEN MORTON:  Yes.  Gary Hodge is kind of central to that.  Is there any way of finding 
out who paid Gary Hodge for his report?  You talk about a report that went to the minister’s office 
for the Swan Works program around about 1 November.  I was also told that a report was done by 
Gary Hodge on 1 November that was delivered to the Department of Education and Training.  I am 
trying to find out whether they are the same report or two different reports.   
Mr Garnaut:  They are two different reports.  I have spoken about the process that was put in place 
that culminated in my report to my executive director in November.  Gary Hodge, Merv Hammond 
and Bob Somerville were developing a paper based on the MITS concept.  It was not called the 
Swan Works program or the Balga Works program - it was a Manufacturing Industry Training 
Services program.  My understanding is that the paper that would have been discussed at the 
meeting with the minister on 2 August was the MITS proposal and not Swan Works or Balga 
Works.  
Hon HELEN MORTON:  No, but I am talking about the report that was developed by Gary 
Hodge on 1 November.  Was that on MITS or Balga Works?   
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Hon KEN TRAVERS:  Maybe I can ask another question, because I am getting very confused.  It 
sounds as though there are a range of different ideas floating around.  It might be easier if someone 
could give us a chronology of the sequence of the use of the terminology at various stages.  There 
was the MITS proposal.  Who was promoting that?  The chronology could flow from the very 
beginning to the last one, whatever that would be.  Is that an easy thing to do?   
Mr Garnaut:  We will try to do it.  I will try first and then my colleagues might try to help.   
Hon KEN TRAVERS:  I have one other question.  I am trying to get an idea of what it was that 
people believed those programs would actually do.  Again, I am still bewildered about what was 
envisaged would happen as a result of each of those programs.  If we could get a chronology of the 
use of those terms and an explanation of what was envisaged that those programs would do, that 
would be helpful to me.   
Mr Garnaut:  Let me start.  I will throw in a fourth term as well.  You may have some other ones, 
too.  I will start with the MITS program, the Manufacturing Industry Training Services program, 
which was the one that the three gentlemen whom I have spoken about visited in Melbourne and 
came back excited about and wanted to set up.  The development of the paper by Mr Hodge 
happened almost independently, with some low-level consultation with line management in terms 
of its evolution.  That was based on the MITS concept.  That is what is commonly referred to as the 
MITS program.   
Hon KEN TRAVERS:  When did that happen? 
Mr Garnaut:  That paper was evolving throughout 2004.   
Hon HELEN MORTON:  Was it delivered on 1 November 2004?   
Mr Garnaut:  I am not aware of the timing of the delivery of that paper to the department.   
Hon HELEN MORTON:  Work on that must have started after the meeting with the minister.   
Mr Garnaut:  No, I do not think so.  I think a paper was presented to the minister at that meeting, 
which would have been similar.  If one was presented in November, the one presented to the 
minister would have been quite similar, but with some refinements, probably as a result of work that 
Mr Hodge and others might have done.  This work was done outside of line management.  The 
work that I was doing was in association with the Swan Works program.  Is that clear about MITS?  
I have described the evolution of the Swan Works program.  When there was some excitement 
about the potential for such a program, I and the general manager of Swan TAFE were asked to go 
away and prepare a paper to see whether we could make sense of it and whether there was some 
potential for it to get up and happen.  We did that.   
Hon KEN TRAVERS:  That would have been in late?   
Mr Garnaut:  That was late 2004.  In November 2004, it was presented to senior executives.  The 
response back to us was for us to do more work on it.  I set up the Swan Works steering committee 
to do that further work.  That is the Swan Works program.  The Swan Works program never 
happened.  It was never ratified and did not happen.  The Balga Works program - the third one - 
was the school-based program that we spoke about earlier, which Merv Hammond, as principal, set 
up to cater for the same students, with similar outcomes and with nowhere near as intensive 
resourcing or support.  That has commonly been called the Balga Works program.   
Hon PETER COLLIER:  I think you will find that the Balga Works program was to be operated 
through MITS, so MITS and Balga Works are one and the same.  Manufacturing Industry Training 
Services, which is MITS, is the Victorian provider that was going to operate the Balga Works 
program through Balga Senior High School.  That was the model that was presented to the then 
education minister at the 2 August 2004 meeting.   
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Mr Newton:  Can I clarify that?  Unfortunately, through all the correspondence and conversations 
that take place, Balga Works, Swan Works, MITS and ITS are all interchanged, whereas they are all 
quite distinct things.  Whenever you are reading anything about this, you can become quite 
confused about what is what.  The first MITS proposal that John referred to was the bigger picture 
one.  Ultimately, while that was still being redeveloped as Swan Works, Balga Senior High School 
entered into a program called Balga Works, which was a smaller version, and then, through the 
MOU in February 2005, it engaged MITS to deliver it for them.  The program that Balga Works 
attempted to deliver in 2005 was a smaller version, although it was using MITS as a company to 
deliver that.  What complicates it further is that Balga Works then has a generic name that takes into 
account and seems to describe what was happening in the school setting in terms of providing 
educational provision for students, as well as what was happening outside the school in terms of 
out-of-hours care, including the accommodation.  When people talk about Balga Works, it captures 
everything, whereas we, as education representatives, are only concerned with that aspect that 
happened inside the school for school-hour provision for students.   
Hon KEN TRAVERS:  I guess that begs the question: was there ever a body, a body corporate or a 
corporate entity called Balga Works?  Was it the name of a program within the school that others 
then picked up and used to describe what they were doing?   
Mr Newton:  That is my understanding of it.  I do not believe that it was ever registered as an 
incorporated name.   
Hon KEN TRAVERS:  So there has never been any payment of money to a Balga Works? 
Mr Newton:  No. 
Hon KEN TRAVERS:  Has it been made to some other entity - the school, MITS, a person or 
whatever?   
Mr Newton:  Yes.  They have hung it off the generic term of Balga Works.  That is why it is very 
confusing when you try to work your way through this.   
Hon KEN TRAVERS:  I guess one thing that we may get you to do is to provide us with a 
chronology of those terms and when they first appear.  For instance, when did the term “Balga 
Works” first appear?  With the Balga Works program that was run out of the school, was there ever 
a document that encapsulated what that program was going to do?   
Hon PETER COLLIER:  Yes.   
Hon KEN TRAVERS:  I am asking them, thanks Peter, with due respect.   
The CHAIRPERSON:  Order, members! 
Hon KEN TRAVERS:  You can give your evidence later!   
Mr Garnaut:  From my management perspective, it was very clear that there was a difference 
between the resource-rich Swan Works program and the school based and resourced Balga Works 
program.  I asked the principal, Merv Hammond, who was on the steering committee for the 
evolution of the Swan Works program, to present some notes on the difference between Swan 
Works and Balga Works as part of an agenda on 10 February 2005.  He did that, and there were 
some notes that indicated that it was a school-based program that was resourced within school 
resourcing levels.   
Hon KEN TRAVERS:  Right.  I guess that there is an issue about whether that was what was 
delivered or whether something grander was trying to be delivered.   
Mr McCaffrey:  That was when the P&C became involved as a source of trying to raise greater 
funds.   
Hon KEN TRAVERS:  There is a document that describes what the original Balga Works, as in 
the school-based, low-key program, was going to do.  
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Mr Garnaut:  There is a document that outlines that and the budget for that.   
Hon SHEILA MILLS:  A briefing was provided to Minister Michelle Roberts on 8 December 
2004.  There was a request for $40 000 from Balga Senior High School P&C towards this program.   
Mr McCaffrey:  The P&C.   
Hon SHEILA MILLS:  Yes, the P&C.  The briefing note to the minister says that it was 
contingent on being subject to confirmation by the Aboriginal vocational and educational training 
division of the Department of Education and Training of a contribution of $250 000 towards the 
program.  Was the department advised of that contingency; that is, that it was going to be looking to 
you guys for money in September 2004?   
Mr McCaffrey:  Mr Somerville was a director of the indigenous branch that we had.  I am not 
aware of it myself.  We would need to check with him, if that is what you would like us to do, to 
find out, firstly, whether he was aware of that, and, secondly, whether he in fact handed over a 
quarter of a million dollars.   
Hon SHEILA MILLS:  It is a reasonably detailed briefing note.  The information has been 
provided that this was a VET program that was to be based at Balga Senior High School and that it 
would fund a part-time coordinator, including accommodation and car expenses.  Could you check 
that with Mr Somerville?   
Mr McCaffrey:  Absolutely.  I would be interested in that myself.   
Hon SHEILA MILLS:  Good.  Thank you.  
[2.00 pm] 
Hon HELEN MORTON:  I am interested in early 2006, although we have moved on a bit, 
obviously.  My question relates to the period after you had become pretty involved and aware of 
what was going on out at Balga.  The State Supply Commission was asked to give approval to 
enable persons to continue the project.  I assume that approval came from within the Department of 
Education and Training and not directly from Balga Senior High School to the State Supply 
Commission.  Am I correct in that?   
Mr McCaffrey:  You are correct.  I signed the letters myself.  When the issue arose surrounding the 
manner in which the school had entered into these so-called memorandums of understanding, we 
had our manager of contract services contact the school to assist it in trying to get this back on an 
even keel.  Unfortunately, prior to those discussions being completed, Mr Hammond chose to 
initiate another memorandum of understanding with Hurson directly on 24 February 2006.  This 
was a shock to me, to be quite honest, because on 23 February I wrote to the State Supply 
Commission informing it that I had discovered a breach in the procurement guidelines of the State 
Supply Commission and asked for an exemption while we went out and did a proper tender process.  
The basis for that was that the kids were there; the accommodation had been established through 
DCD and MOJ.  The program that was being run by Mr Hammond was educating these kids and we 
needed time to get it sorted out.  The State Supply Commission responded to me on 3 March and 
agreed to that request on the understanding that we initiated a proper and formal tender process.  
That commenced and it became apparent, because of these other issues and problems, that there 
were some questions about the program continuing.  On 5 May I wrote again to the State Supply 
Commission informing it that there were delays because of a number of issues surrounding the 
program and that I would not be able to complete a tender process until about October.  Again, I 
received approval from the State Supply Commission on 9 May agreeing to the fact that we were 
able to use our current arrangements to make sure the kids did not get booted out, basically.  Then 
later in the year, I think about October, we ceased the program.  We sort of kept it in.  That was why 
we did it.  We had some advice from the State Solicitor’s Office on the processes of handling that.  
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The CHAIRPERSON:  I am sorry if we have covered this, but I am not sure whether we have.  
This is obviously a very complex matter.  Can you outline when the department provided the 
funding for the program and how much?  There was some money, was there not, that the 
department provided?   
Mr McCaffrey:  We responded, I think, to a question from Hon Peter Collier about the amounts 
that went out and the dates.  That was provided to Parliament on 9 May.  
The CHAIRPERSON:  And that is accurate and correct?   
Mr McCaffrey:  Yes.  Will that suffice?   
The CHAIRPERSON:  That is fine if we already have that.  
Mr McCaffrey:  I point out that some additional support was provided to the school late 2006 after 
an analysis of how the school had managed its finances for the whole of that year.  It was found 
that, in order to meet commitments that had been engaged through the educational program, they 
had used other funds in the school that perhaps were there for reserves and replacement of 
equipment.  Mr Garnaut arranged for Mr Borger to go out and do an analysis.  I wanted to know the 
implications for the school, in a financial sense, to ensure that the kids who were in the school but 
not part of the special program, had sufficient resources left to make sure the school was still viable.  
I gained approval from our department to send an additional $250 000 to the school mainly to 
reinstate the reserves that the school needed for future replacement of equipment items, assets and 
that type of thing.  That was omitted from the original response that we gave, mainly because we 
had been talking about the Balga Works program.  At the time I saw it more as a school in crisis 
that needed extra support, so those additional funds were sent out late in 2006 to restore those 
balances.  
Hon PETER COLLIER:  Was it late 2006?   
Mr McCaffrey:  I have a date if you bear with me for a second.  I would have put it out on 
13 September.  We have a gateway through which the money goes to schools.  That would have 
been in September-October.  I cannot remember the exact date.  
Hon PETER COLLIER:  That was not directly for the Balga Works program?   
Mr McCaffrey:  No; it specifically went to the school, specifically to reinstate those reserves.  
Hon KEN TRAVERS:  Was the parliamentary question you referred to question 4514?   
Mr McCaffrey:  It is; correct.  
Hon KEN TRAVERS:  So the money referred to there is the direct funding for the Balga Works 
program.  In part (3)(a) it is referred to as direct program grants.  After that money had gone to the 
school, did the school then pay it out to anyone else, or did it go to the school to provide its own 
services?   
Mr McCaffrey:  It went directly to the school.  A number of those were the conversions of full-
time equivalent staffing entitlements to cash, or it went into what we hold simply as the school 
salary pool which they can directly draw off because we pay salaries centrally.  The funds went to 
the school and the school would then disburse those funds to meet any commitments it had related 
to the Balga Works program.  The relationship was between the school and Hurson as it was at that 
time.  
Hon PETER COLLIER:  Those funds went from DET to the school, but for the Balga Works 
program?   
Mr McCaffrey:  They were asked specifically to be converted to enable Mr Hammond to engage 
the types of people he needed for the Balga Works program.  



Estimates and Financial Operations Wednesday, 11 July 2007  -  Closed Session Three Page 14 

 

Hon KEN TRAVERS:  Could the money under part (c) that you maintain was paid to Hurson Pty 
Ltd be that same money counted a second time?   
Mr McCaffrey:  Yes, it could well be.  It would be a combination of those funds.  If they had other 
- 
Mr Newton:  DCD. 
Mr McCaffrey:  Yes, DCD.  It goes into the school bank account as a revenue item, and they pay it 
out.  
Hon PETER COLLIER:  Was the money that came from DET direct to Balga Works, as 
identified in question (2)(a), direct program funding to the Balga Works program?   
Mr McCaffrey:  That was the genesis of it.  That was the conversion.  You might notice that a 
couple of small amounts there were provided through our retention and participation program, 
which was dealing with needy kids.  
The CHAIRPERSON:  When the money was provided to Balga Works, was any auditing process 
done?  Was that the end of the department’s responsibility at the point it was handed over or was an 
audit done on that?   
Mr McCaffrey:  As Mr Garnaut pointed out, it is the responsibility of the principal.  He is the 
accountable authority for determining what programs run within his school.  The responsibility sits 
with him and his finance committee for how that is disbursed.  We would have involvement through 
our annual audit processes and the support provided through the district office looking at those 
types of things.  There were checks and balances, but we would not go in on a day-to-day basis and 
get involved with how that flows.  
The CHAIRPERSON:  Would that next level of checking occur quarterly or annually?   
Mr McCaffrey:  The department engages in an audit cycle.  
Mr Newton:  We indicated before that, in this particular case, we asked for a special audit in 
January 2006.  The normal audit cycle came up for Balga Senior High School in June 2006.  We 
asked for another special audit to be done in December 2006.  There was fairly stringent checking 
on that particular school in that year mainly because we had concerns about what had been going 
on.  Most schools do not have that level of oversight.  
The CHAIRPERSON:  In terms of the contact that the department made to the minister’s office 
about matters around Balga Works, can you indicate what that contact was and the timing of those 
contacts?  If you need to take it on notice, that is fine.  
Mr McCaffrey:  I am sure there were a number of contacts.  It would probably be advisable to look 
at them and get that chronology right if that would assist you better.  It certainly was discussed with 
the minister’s staff.  The minister was aware of it, and we were responsible because it was an 
operational matter, basically, of managing it as best we could under the circumstances.  We can get 
that information out.  
Hon PETER COLLIER:  Did any of the employees of the Balga Works program contact the 
department with regard to failure to receive income or salary?   
Mr McCaffrey:  There was a lot of contact with the minister’s office.  I am not evading your 
question.  A number of people contacted the minister’s office direct.  They were referred to us.  
People rang and wanted to know why they had not been paid.  We were trying to explain that 
Hurson was the organisation that had employed them.  They were not employees of the education 
department.  They were to be paid by Hurson, so there was a lot of discussion about that.  The 
advice we gave the minister’s staff and the minister herself was that we really did not have a legal 
responsibility to pay those people direct and it would be inappropriate to do so.  
Hon SHEILA MILLS:  What actually was the role of the P&C in all this?   
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Mr McCaffrey:  Good question.  Perhaps you should ask the principal, if I could be so rude.  
Hon SHEILA MILLS:  It had been supplied with all this money.  
Mr McCaffrey:  I will try to answer your question.  The P&C’s role was as an advocate of the 
program to support the community in which it lived.  It was there to try to raise additional funds to 
support the program.  It was involved with the operations of the accommodation unit - those areas 
that were dealing with food and detoxification.  The P&C had a role in that other part of the Balga 
Works that we were not involved in.  That is my understanding of it.  It was quite actively involved 
in the other side of that organisation when we focused on the education delivery side.  
Hon SHEILA MILLS:  On that same question, what was the money that came out of the Balga 
Senior High School to the P&C for the Balga Works program?   
Mr McCaffrey:  On the program I presume.  
Hon SHEILA MILLS:  Was no audit done of that funding that was given to the P&C?  It came 
from the education department budget via the school, but there was no audit of where the P&C 
actually spent that money or what it spent it on.  
Mr McCaffrey:  A current audit of the P&C is going on.  Under normal circumstances it works the 
other way: the P&C would normally get the money and pass it to the school.  
Hon SHEILA MILLS:  Yes; that is why I wondered what its role was.  
Mr McCaffrey:  The work done by Mr Borger - these payments came out and the questions were: 
what were they for?  They were listed as part of the Balga Works program to support it.  I cannot 
explain why or what they were used for after they left.  Hopefully, this audit will demonstrate that.  
Hon SHEILA MILLS:  Do you know when that audit will be completed?   
Mr Garnaut:  I do not have a time line on that audit. 
Hon SHEILA MILLS:  Would you be able to provide one? 
Mr Garnaut:  Yes.   
Hon KEN TRAVERS:  Is it going to the department or -  
Mr Garnaut:  I think it is being done through our internal assurance directorate. 
Hon SHEILA MILLS:  So the department is doing the audit? 
Mr Garnaut:  Yes.   
Hon SHEILA MILLS:  Will you be able to find out a date for when it is to be completed? 
Mr Garnaut:  Certainly. 
[2.15 pm] 
Hon KEN TRAVERS:  My question is pretty much the same as the one Hon Giz Watson asked 
earlier.  Are you able to provide - I do not expect it now, but when you provide that information - in 
terms of chronologies, the chronology of the knowledge and involvement of any minister or 
ministerial officers from the department’s point of view in terms of, firstly, the signing of the MOU, 
and, secondly, in terms of the operation of the Balga Works program from 2004 to 2007? 
Mr McCaffrey:  Involvement or knowledge? 
Hon PETER COLLIER:  Knowledge - both. 
Hon KEN TRAVERS:  Yes, both. 
Hon PETER COLLIER:  That is briefings and times. 
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Hon KEN TRAVERS:  And then obviously your own departmental knowledge and officers’ 
knowledge and involvement - both of those two categories.  So that is the singing of the MOU and 
the operation of the program. 
Hon PETER COLLIER:  Or from the August 2004 meeting probably. 
Hon KEN TRAVERS:  No.  The question I asked is: I want to know the knowledge and 
involvement from the department’s point of view of the signing of the MOU and the operations of 
the Balga Works program from 2004 to 2007.  How they want to answer it is their business, and 
when their knowledge starts, they will determine, not us. 
Mr McCaffrey:  We will search our records, and we cannot obviously attest to conversations. 
Hon KEN TRAVERS:  Okay.  So it is to the best of your knowledge and the records of the 
department. 
Mr McCaffrey:  Certainly. 
The CHAIRPERSON:  I just have one final question.  Since the closure of the program, are there 
any ongoing inquiries that are still being completed within the department in regard to these 
matters; and, if so, what are they and when will they complete their processes? 
Mr Newton:  There was, as I said before, an audit in December 2006 that produced for us some 
further irregularities in the way that the school had been managed.  Those matters were referred 
again to the CCC.  Each time that we have done something and we have found something that it 
looked like it could be of interest to them, it has been referred to them.  There is the public service 
investigation unit - no, is it police? 
Mr Garnaut:  PSIU. 
Mr Newton:  The PSIU.  They are undertaking investigating several people of interest.  I do not 
know what they are doing or how that is going - that is their business.  They do ask us for 
documents from time to time and they do interview people in our employ from time to time. 
The CHAIRPERSON:  But as far as the department itself is concerned, there is no ongoing - 
Mr McCaffrey:  We pass that on. 
Mr Newton:  Yes, we pass that on to other authorities. 
The CHAIRPERSON:  You pass it on to other authorities to investigate? 
Mr Newton:  Yes. 
Mr McCaffrey:  And there is a different management team in the school. 
Mr Newton:  Yes. 
Hon SHEILA MILLS:  Since you said there is a different management system, have the two 
deputy principals moved on? 
Mr Garnaut:  Gary Taylor is one deputy principal.  He is an acting deputy principal at the school - 
he is there.  Melissa Gillett is a deputy principal at the school in an acting capacity now as well, and 
Geoff Harris is the substantive principal, the new principal to the school, appointed from the start of 
term 4 last year. 
Hon HELEN MORTON:  I know I am harking back a little bit, but for some reason or another I 
just need to get this clear.  Hansard makes the comments that on 1 November 2004 a report by Gary 
Hodge on the Balga Senior High School VET program Balga Works was delivered to the DET - 
obviously the Department of Education and Training.  Mr Hodge was the author of the report, 
which was commissioned under contract by DET.  That occurred on 1 November, or that is when it 
was delivered to DET, and at the same time you are saying that you provided a report on a similar 
but different and slightly larger program in that same time frame. 
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Mr Garnaut:  Yes. 
Hon HELEN MORTON:  I am really interested whether they are two separate reports. 
Mr Garnaut:  Yes. 
Hon HELEN MORTON:  I gather that they are. 
Mr Garnaut:  Yes. 
Hon HELEN MORTON:  But then it would appear to me that the Department of Education and 
Training was seeking opinions or view or ideas or concepts from two people simultaneously.  So I 
would really like you to find that out and let us know if you could. 
Mr McCaffrey:  We will do our best. 
The CHAIRPERSON:  It would be useful just to quote exactly the Hansard date. 
Hon HELEN MORTON:  Lisa would have to look that up. 
The CHAIRPERSON:  All right; it is just that it might make it easier in terms of that. 
Mr McCaffrey:  We will certainly track that back and find out how it entered the department -I 
think that is another important thing, too - and who to.  If we can establish that, it might help clarify 
it for you. 
Hon HELEN MORTON:  Thanks very much. 
Mr McCaffrey:  You are welcome. 
Hon KEN TRAVERS:  Just to clarify that comment earlier, in terms of these issues, obviously Mr 
Hammond has resigned from the department, but there is no other internal or public sector 
management inquiry or disciplinary action ongoing that we need to be careful of as a committee that 
we do not interfere with? 
Mr McCaffrey:  I would think that the CCC’s deliberations and recommendations - findings, if you 
like - and what comes out of the PSIU’s investigations would be the things that I would be most 
concerned about. 
Hon KEN TRAVERS:  And that may trigger some internal actions if there are any other 
allegations. 
Mr McCaffrey:  Yes.  It is unusual, you know.  The person has departed from the department.  A 
number of people who were involved with this are no longer working in the department, too, which 
makes it a little bit harder to get the right sequences for you, but that would be my concern: that we 
would interfere with some of those deliberations and I expect they will come out, hopefully, in the 
not too distant future. 
The CHAIRPERSON:  Gentlemen, thank you very much for your time this afternoon; we 
appreciate your assistance in this inquiry. 
Mr McCaffrey:  Thank you. 
Mr Garnaut:  You are welcome; thank you very much. 

Hearing concluded at 2.21 pm 
____________ 

 
 


